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‘SESSION 1947-48 
HOUSE OF COMMONS 


SPECIAL COMMITTEE 
ON 


PRICES 


MINUTES OF PROCEEDINGS AND EVIDENCE 
No. 59 


TUESDAY, MAY 18, 1948 


WITNESSES: 


Mr. A. McCallum, Vice-President, Dominion Fruit Limited, Winnipeg, 
Man. 
Mr. W.S. Graham, Treasurer, Dominion Fruit Limited, Winnipeg, Man. 


Mr. J. G. Bowers, Director, Slade & Stewart Limited, Vancouver, B.C. 


OTTAWA 
EDMOND CLOUTIER, C.M.G., B.A., L.Ph., 
PRINTER TO THE KING’S MOST EXCELLENT MAJESTY 
CONTROLLER OF STATIONERY 
1948 


So 


MINUTES OF PROCEEDINGS 
Turspay, May 18, 1948. 
The Special Committee on Prices met at 11.00 a.m., the Vice-Chairman, 


Mr. Maybank, presiding. 


Members present: Messrs. Beaudry, Beaudoin, Irvine, Kuhl, Lesage, 
McGregor, Maybank, Mayhew, McCubbin, Pinard, Thatcher, Winters. 


Mr. Fabio Monet, K.C., Counsel to the Committee, in attendance. 


Mr. A. McCallum, Vice-President, and Mr. W. S. Graham, Treasurer, 
Dominion Fruit Limited, Winnipeg, Man., were called, sworn and examined. 
Mr. McCallum filed, 


Exhibit No. 108—Series of five statements submitted by Dominion Fruit 
Limited, in answer to questionnaire. (Printed in this day’s Minutes of 
Evidence.) 


Mr. Graham filed, 


Exhibit No. 109--Western Grocers Limited, thirty-fifth annual financial 
statement and Directors’ Report, for year ended December 31, 1947. 


During proceedings Mr. Lesage took the Chair in the temporary absence of 
the Vice-Chairman. 


At 1.05 p.m. witnesses discharged and the Committee adjourned until 4.00 
p.m. this day. 


AFTERNOON SITTING 


The Committee resumed at 4.00 p.m., the Vice-Chairman, Mr. Maybank, 
presiding. 


Members present: Messrs. Beaudoin, Irvine, Kuhl, Lesage, McGregor, 
Maybank, Mayhew, Pinard, Thatcher. 


Mr. Fabio Monet, K.C., Counsel to the Committee, in attendance. 


Mr. J. G. Bowers, Director, Slade & Stewart Limited, Vancouver, B.C., was 
called, sworn and examined. He filed, 


Exhibit No. 110—Series of five statements submitted by Slade & Stewart 
Limited, in answer to questionnaire. (Printed in this days’ Minutes of 
Evidence.) ‘ 


During proceedings, Mr. Mayhew took the Chair in the temporary absence 
of the Vice-Chairman. 


At 6.05 p.m. witness discharged and the Committee adjourned until 
Wednesday, May 19, at 4.00 p.m. 


R. ARSENAULT, 
Clerk of the Committee. 
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MINUTES OF EVIDENCE 


Hous or CoMMoNs, 
May 18, 1948. 


The Special Committee on Prices met this day at 1l am. The Vice-Chair- 
man, Mr. R. Maybank, presided. 


The Vicre-CHAIRMAN: Gentlemen, we have a quorum. 
Mr. Moner: Mr. Chairman, the witnesses this morning are Mr. McCallum 
and Mr. Graham of Dominion Fruit Limited of Winnipeg. 


Mr. Alexander McCallum, Vice-President, Dominion Fruit Limited, 
Winnipeg, Manitoba, called and sworn: 


Mr. William Smiley Graham, Treasurer, Dominion Fruit Limited, 
Winnipeg, Manitoba, called and sworn: 


Mr. Monet: Before I start questioning the witnesses, Mr. Chairman, I 
would like to point out that this company has no relation to the Dominion Fruit 
Company of Toronto. That is an important point in view of the fact that later 
in this investigation representatives from Dominion Fruit Company of Toronto 
will be here. 

The VicrE-CHAIRMAN: There is no difference in the name except with respect 
to the word “company.” 

Mr. Moner: Yes. The other gentlemen who will appear here from the 
Dominion Fruit Company of Toronto will be called with respect to celery and 
other like produce, and that will be a different type of investigation. I now 
wish to submit exhibit No. 108 which has been prepared by the secretariat and 
which contains the answers given by Dominion Fruit Limited to the questionnaire 
which was sent out. Also I will put before you a statistical comparison similar 
to those which we had in the case of other firms. This latter document will not 
be printed. 
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Exutpir 108 — Preliminary Information — Fruit and Vegetable Inquiry, | 


Dominion Fruit Limited, 289 King Street, Winnipeg, Manitoba. 


Statement 1 


General Information 


EXHIBIT 108 
HOUSE OF COMMONS 
SPECIAL COMMITTEE ON PRICES 
Preliminary Information—Fruit and Vegetable Inquiry 
1. Name of company: Dominion Fruit Limited. 


2. Address of main office: 289 King Street, Winnipeg, Manitoba. 

3. Date commenced business: February 19, 1914. 
4, Names and addresses of parent, subsidiary and affiliated companies: 
The company is a subsidiary of Western Grocers Limited, Winnipeg, Manitoba. 


5. Names and addresses of officers and directors or partners: 


Directors—W. P. Riley, A. McCallum, E. S. Cooper, R. C. Riley, E. Govan, 
W. S. Graham, Winnipeg, Manitoba; A. V. Osmond, W. A. Logan, D. Smith, 
Calgary, Alberta. 


Officers—President, W. P. Riley, Winnipeg; Vice-President, A. McCallum, 
Winnipeg; Secretary, D. Smith, Calgary; Treasurer, W. S. Graham, Winnipeg. 


6. Location of branches, warehouses and other places of business (including 
those of subsidiary companies engaged in the fruit and vegetable trade) :— 


Branch locations — Winnipeg, Brandon, Yorkton, Regina, Moose Jaw, 
Weyburn, North Battleford, Saskatoon, Swift Current, Medicine Hat, Lethbridge, 
Calgary, Edmonton. 


Warehouses—Fort Frances, Ontario; Kenora, Ontario; Winnipeg, Manitoba; 
Neepawa, Manitoba, Brandon, Manitoba; Yorkton, Sask.; Regina, Sask.; Moose 
Jaw, Sask.; Weyburn, Sask.; Estevan; Sask.; North Battleford, Sask.; Lloyd- 
minster, Sask.; Saskatoon, Sask.; Humboldt, Sask.; Swift Current, Sask.; 
Medicine Hat, Alta.; Lethbridge, Alta.; Calgary, Alta.; Stettler, Alta.; Blair- 
more, Alta.; Edmonton, Alta.; Wetaskiwin, Alta.; Grande Prairie, Alta.; Peace 
River, Alta.; Dawson Creek, British Columbia. 
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Mr. Moner: Mr. McCallum would you give us your full name? 

Mr. McCatitum: Alexander McCallum. 

Mr. Moner: And you are vice-president of Dominion Fruit Limited are 
you not? 

Mr. McCatium: Yes. 

Mr, Moner: The address of the main office is 289 King street, Winnipeg, 
Manitoba? 

Mr. McCatuum: Right. 
Mr. Monet: Mr. Graham, would you please give us your full name? 
Mr. Grauam: William Smiley Graham. 
Mr. Moner: What is your position? 
Mr. GraHAM: I am the company treasurer. 
Mr. Monet: Would you give us your address, Mr. Graham? 
Mr. Grauam: 117 Chataway Boulevard, Winnipeg. 
Mr. Moner: I do not believe I asked you, Mr. McCallum, to give your 
home address? 
Mr. McCatuum: 622 South Drive, Winnipeg, Manitoba. 


Mr. Monet: Mr: McCallum, I see that in answer to the questionnaire you 
have indicated the company is a subsidiary of Western Grocers? 

Mr. McCatium: Yes. . 

Mr. Monet: Are there any subsidiaries of Dominion Fruit Limited? 

Mr. McCatuum: Yes. . 

Mr. Moner: Would you give the name of the subsidiary? 

Mr. McCatitum: Shop Easy Stores. 

Mr. Monet: Where is that company located? 

Mr. GraHam: Winnipeg. 

Mr. Monet: Only in Winnipeg? 

Mr. GraHam: We have stores in other cities but the head office is in 
Winnipeg. 

Mr. Monet: I would ask you to speak louder, please? How many stores 
are there in this company? 

Mr. GraHam: Approximately 24. 

Mr. Monet: Are they operating in western Canada—in Manitoba? 

Mr. Grauam: There is one in Fort Frances, and there are about four at the 
head of the lakes. 

Mr. Moner: The name of the company again is? 

Mr. Grauam: Shop Easy Stores, Limited. 

Mr. Beaupry: Do I understand you to say that Shop Easy Stores is a 
subsidiary of Dominion Fruit Limited? 

Mr. Monet: Yes. Are there any other subsidiaries, Mr. McCallum? 

Mr. McCatium: No, sir. 

Mr. Moner: Would you explain to the members of the committee the 
information which you have given on the first page of exhibit 108 with respect 
to branch locations and warehouses? Before we ask you some general questions 
would you tell us the meaning of this item referring to branch locations and 
warehouses? 

Mr. McCatuium: The main branches of Dominion Fruit are located at Win- 
nipeg, Brandon, Yorkton, Regina, Moose Jaw, Weyburn, North Battleford, 
Saskatoon, Swift Current, Medicine Hat, Lethbridge, Calgary, and Edmonton. 

Mr. Moner: What is the difference between branches and warehouses? 
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Mr. McCauium: Sub-branches ‘are operated in Fort Frances— 


Mr. Monet: You do not need to say where they are operated, I just want 
to know the difference between the operation of the two. 


Mr. McCautuum: The operation is handled by one of the main branches. 


Mr. Grauam: For example, Rogers Fruit has a sub-branch in Fort Frances, 
Ontario; there is one at Kenora, Ontario, and one at Neepawa, Ontario. Those 
sub-branches merely store and sell. All the accounting is done in Winnipeg, and 
the same thing applies to one of the Edmonton houses which has branches at 
Grande Prairie, Peace River, and Dawson Creek. These are merely shipping 
stations and selling stations and the accounting is done in Edmonton. 


Mr. Monet: Everything is controlled by Dominion Fruit Limited? 
Mr. GraHAm: Yes, 


The Vick-CHaIRMAN: The main distinction between the two types of business 
is one of bookkeeping? 


Mr. Grauam: Exactly. 

Mr. Monet: Would you describe the general nature of the operation of the 
company? 

Mr. McCauuium: It is operated entirely by branch management. Each 
branch is managed by a manager, supervised by the head office in Winnipeg. 

Mr. Monet: Your operation is of course in fruits and vegetables? 

Mr. McCatuum: Yes. 


Mr. Monet: That is what I am trying to bring out. I would ask you to 
describe the operation of the company? In what goods do you deal? 


The Vicr-CHatirMAN: What do you do and how do you do it? 


Mr. McCatuium: Chiefly, we are buyers and sellers. We do a little storing 
on a week to week basis. Our territories are all covered by salesmen. We ship 
by railroad, truck and transportation companies. 


Mr. Monet: In other words the company has all the features of a whole- 
sale company? 


Mr. McCauivum: Strictly wholesale. 
Mr. Moner: Do you operate as importers and as commission merchants? 


Mr. McCatium: Importers only, on domestic produce. We do not do any 
commission business. 


Mr. Monet: You do not do any commission business? Do you do any 
commission business with domestic produce? 


Mr. McCatuum: No. 


Mr. Monet: You do not handle any domestic produce on a commission 
basis? 


Mr. McCauium: No. 
Mr. Monet: All the domestic produce with which you deal is purchased 


— outright by the company? 


| 


Mr. McCatuum: That is right. There could be occasionally a case with 
respect to importation of a car—importation either from the U.S.A., British 
Columbia or Ontario—where something might come in in such poor condition 
that we might handle it on a consignment basis, but that would be very, very 
rare. I would not say there is nothing in the way of commission, and it could 
happen as I have described but it is exceptional. 


Mr. Monet: It is not the policy of your company to deal on a commission 
basis with respect to domestic produce? 


Mr. McCauuium: Absolutely not. 
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Mr. Monet: We have already been told by witnesses from Toronto that 


most of their business in that area is handled on a commission basis. Your 


business is not the same? 

Mr. McCauium: It is not on a commission basis. 

Mr. Lesage: Mr. Monet, would you please ask the witness if the buying 
is done by the head office or by the branches? 


make your purchases? 

Mr. McCauuum: Our purchases are largely made by the branch managers. 
Some, a very small amount of purchasing, is done by Winnipeg which, if is done 
is done by myself. It is a small proportion of our business. 

Mr. Monet: The purchases are made through the branch managers? 

Mr. McCatium: That is right. 

Mr. Monet: Through the different branches mentioned on the question-. 
naire? 

Mr. McCatium: Yes. 

Mr. Moner: Where do these branch managers get their supply? We are 
-now talking of domestic produce. 

Mr. McCatitum: From British Columbia, Manitoba, Ontario, but chiefly 
from British Columbia. Occasionally there might be something come in from 
New Brunswick or Nova Scotia, the odd car of potatoes and so on. 

Mr. Monet: Your domestic produce mostly comes from Ontario, Manitoba, 
and British Columbia. That produce is purchased by branch managers? 

Mr. McCauuium: In most cases yes, but some Ontario purchases are made 
from my office. 

Mr. Monet: Distribution is then made to those different branches? 

Mr. McCatium: Yes. I might get some cars of something for a particular 
branch and that produce would be ordered and shipped to that particular 
branch. It would be a direct shipment. 

Mr. Moner: I understand that you deal in imported produce. What 
would be the proportion, Mr. McCallum, of your total business which is done in 
domestic goods and opposed to that what is the percentage done with respect to 
imported goods? 

Mr. McCauium: I have not got the exact figures but imported produce 
would amount to 60 per cent approximately. 

Mr. Monet: 60 per cent would be imported produce and the other 40 per 
cent would be domestic produce? 

Mr. McCatium: Yes, 


Mr. Monet: With respect to imported goods are the purchases made in the 
-same way through the different managers of the branches, or are the purchases 
made through the main office in Winnipeg? 


Mr. McCauium: Purchases are largely made through the branch managers 
but there are some which I handle mvself—mostly of the nature that some 


Mr. Monet: Yes. Would you tell the members of the committee how you 


manager cannot find a certain type of produce and he will call me and I. — 


perhaps will be able to locate it. A very large percentage is purchased by the 
branch manager. 


Mr. Moner: Under supervision of the main office? 
Mr. McCaiium: To some degree, yes. 


Mr. Moner: As far as price is concerned what is the policy of the main 
office with respect to branches? Would they discuss the price to be paid for 
the different purchases by the different managers or is that left to the manager? 


Mr. McCatium: It is left to the manager—if he is buying. 
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Mr. Monet: If he is buying? 

Mr. McCatium: Yes. 

Mr. Monet: And when he is selling—? 

Mr. McCatuum: The same thing. 

Mr. Monet: You are exercising some control in : the main office? 
Mr. McCautum: Yes. 


Mr. Monet: But the manager is left entirely responsible for his purchases 
and sales? 


Mr. McCatium: In mostly all cases. The occasional time we might talk 
it over. 


Mr. Monet: To whom do you sell the produce which you handle? Do you 
sell it to jobbers, retailers, chain stores, or consumers? To whom do you 
sell it? 


Mr. McCauuvum: To the retailers. 
Mr. Monet: Do you sell any to jobbers? 


Mr. McCautum: Yes. There are some sales made to jobbers but it is a po 
small portion. 


Mr. Monet: Do you sell some of the produce to chain stores—and when 
I say you I include your branches. 
Mr. McCauium: Some, yes. 


The Vice-CuHairMAn: You are distinguishing between independent retail 
stores and chain stores. 


Mr. Monet: You do sell to independent retailers and to chain stores? 


Mr. McCautuium: We sell to independent retailers and to some extent to 
chain stores. 


Mr. Monet: Can you tell us whether you sell a substantial part of the 
domestic produce which you handle to chain stores? 


Mr. McCatuum: The domestic produce which we sell to chain stores is 
almost nil. 


The Vick-CHAIRMAN: That is with the exception of Shop Easy? 


Mr. McCatuum: No, Mr. Maybank, Shop Easy buys its domestic produce 
direct. 


Mr. Monet: Direct from whom? Not from the company? 

Mr. McCatuvum: No, from the grower. 

The Vick-CHAIRMAN: Despite the fact Shop Easy is a subsidiary of your 
company you are not its main, or indeed its very great, supplier of domestic 
produce? Would that be right? 

Mr. McCatuvum: I would want to qualify domestic produce because you are 
including British Columbia produce. 

The VickE-CHAIRMAN: Yes, but the word “domestic” was used here as against 
the word “imported”’. 

Mr. McCatuum: We would sell Shop Easy stores domestic produce, and 
imported domestic products such as the lines which British Columbia has to offer. 

Mr. Monet: I would like it to be well understood that so far when I have 
referred to domestic produce I meant produce grown in Canada. 

Mr. McCauuvum: Yes. 

Mr. Monet: The answers to my questions when I dealt with domestic 
produce referred to Canadian produce grown in Canada as a whole. 

‘Mr. McCauium: Correct. 
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Mr. Monet: I understand that in the trade sometimes the word “import” 
is used to refer to produce going from one province to another. Is that right? 

Mr. McCatuum: That is right. 

Mr. Monzr: And that would refer to imports not only with respect to goods 
coming in from another country but with respect to goods coming from another 
province? 

The Vicn-CHairMAn: I suppose you could call them “domestic imports” as 
against “foreign imports”. 

Mr. McCauuum: That would clarify it. 

Mr. Moner: I would like to know whether your company does sell any 
domestic goods to this subsidiary company about which you have told us? I mean 
by domestic goods produced in Canada? 

Mr. McCauuum: Yes, we do. 

Mr. Monet: Do you sell to a large extent, that is in relation to their demand 
or request? 

Mr. McCauium: I doubt if we would sell them 50 per cent. 

Mr. Lesace: What was that answer? 

The Vice-CHairMAN: The witness said he doubted whether they sold 50 per 
cent. } 

Mr. Grauam: Perhaps it could be summed up this way. Shop Easy are 
free to buy where they like and where they can buy to the best advantage, 
because they have to compete with pretty strong competitors. They can buy 
where they choose. 

Mr. Braupry: Would you clear up this point? Did your answer a moment 
ago indicate Dominion Fruit only sold Shop Easy 50 per cent of that company’s 
requirements or does Shop Easy purchase 50 per cent of the sales made by 
Dominion Fruit? 

Mr. Monet: I understand Shop Easy bought 50 per cent of what they needed 
from Dominion Fruit. 


Mr. McCatuvum: I doubt if it would be 50 per cent. 


Mr. Monet: Your answer was they would purchase from Dominion Fruit 
about 50 per cent of Shop Easy needs with respect to fruits and vegetables? 
. Mr. McCatium: Yes. . 

The Vick-CHAIRMAN: Does that cover what you had in mind, Mr. Beaudry? 

Mr. Braupry: Yes. 

Mr. Monet: Mr. McCallum, do you store any quantity of your purchases 
and if so is it a large quantity, in the light of your total handlings of fruit and 
vegetables? Do you store that in your own warehouses or in rented accommoda- 
tion?.. 

Mr. McCativum: A very small portion of our business is stored. Our storage 
facilities are our own warehouses and we operate almost on a day to day basis 
or a week to week basis. There is an occasional car of an occasional commodity 
where we might like to have some outside storage and we would use it for a time. 
It is a very small proportion of our business. 


Mr. Monerr: Would you say that the most you would have in storage would 
be about a week’s supply? 


Mr. McCautivum: I doubt if, in our warehouses we would have over a week’s 
supply, from week to week. 


Mr. Moner: That is only for a time? 
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Mr. McCautuum: There is a time in relation to certain commodities where it 
might be more than a week. A car of apples for instance, might last longer than 
a week but on the average I do not believe we have storage for a week’s supply. 

Mr. Monet: That has always been the policy of the company? 

Mr. McCauuum: Yes, that is the policy. 


Mr. Moner: You do not keep on hand a supply greater than that required 
for a week at the most? 


Mr. McCattum: We do not encourage any storage or gambling in the 
business. 


Mr. Monet: Would you call it gambling to keep it in storage for a period? 


~ Mr. McCatuvum: There is a large percentage of gamble if you store produce 
away. 


Mr. Monet: Can we take it that if some do store there pee be a little 
gambling angle involved? 


Mr. McCauuvum: I think there is a.certain hazard. 


Mr. Mower: There is a hazard and it is not the policy of your omnany to 
take that gamble? 


Mr. McCauuvum: It is not our policy. 


Mr. Moner: And you do not do it or at least you hay e not done it in the aes 
few months? 


Mr. McCatuum: No. 


Mr. Monet: Do you rent any accommodation for storage in addition to the 
warehouses you have listed on the questionnaire? 


Mr. McCatium: Some of those warehouses are rented. 
The Vicb-CHarrMAN: That was not the question. 
Mr. Monet: I was asking you whether you did have to rent accommodation? 


. Mr. McCatuvum: No, but there is an occasional car which me might store. If 
there are storage facilities in a city like Winnipeg we might put something into 
the Manitoba Cold Storage or the Winnipeg Cold Storage—places like that—and 
we might use that space for a car or two of some special commedity. It does not 
represent a large quantity. If we had bought something a little long and it did 
not move we might. want to put it in our own place. 


Mr. Monet: Even at that you would not keep it for very long? 
Mr. McCatuum: No. 


Mr. Monet: Mr. McCallum, before I deal with the questionnaire which you 
have answered at our request, would you tell the members of the committee 
whether you are familiar with the marketing operation in eastern Canada as com- 
pared with that in western Canada? 


Mr. McCatium: I am familiar with certain things. I am not very well 
acquainted and I do not know the fundamentals of the eastern operation right 
through. I understand some of the difficulties and I know the selling plans are 
different in a great many instances. I may be wrong in my understanding and I 
would not want to quote figures or percentages but I understand there are sales 
to jobbers and truckers or whatever they call them. I have only heard those 
observations and I believe in addition there are some storage people who do a lot 
of warehousing on a different basis, but I am not sufficiently informed to give 
details. 

Mr. Monet: Would you be good enough to point out the main difference 
between the two systems? 
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Mr. McCatitum: I might deal with ‘them this way, as far as we are con- 


cerned in western Canada we are strictly buyers and sellers, we are not stores, 


and we buy on the market from day to day. 

The Vicr-Cuairman: Is that policy with respect to commissions about the 
same in western Canada as your own policies; are you representative of the 
trade in that respect? 

Mr. McCatitum: We would be representative of the trade, but I do not 
know much about anybody else. There is very little commission business done 
in Winnipeg. 

The Vice-CHatrMANn: That is what I thought. So far 1t would appear that 
there is a reasonable percentage of that sort of business in eastern Canada and 
there would seem to be not quite so high a percentage of it in central Canada 
and western Canada. Do you think that would be the principal difference in 
the way business is done there? 

Mr. McCauuium: It is not done, I do not think, to any extent in western 
Canada; although, I do not know all the conditions. 


Mr. ‘Monet: I take it that your company is one of the largest if not the ~ 


largest in western Canada, is it not? 

Mr. McCatuum: Well, it could be. I do not know all the other fellow does. 

Mr. Moner: I mean by that you handle a very large amount of fruits and 
vegetables? 

Mr. McCauuium: Yes, naturally. 

The Vice-CHAIrRMAN: It is a major concern, is it not, in the neighbourhood? 

Mr. Monet: It is considered one of the major concerns? 

Mr. McCauium: That is right. 

Mr. Monet: I take it just referring to this memorandum here that in 1947, 
you did over $26,000,000 of business? ; 

Mr. McCatuium: Yes. 

Mr. Monet: That would be one of the largest in western Canada? 

Mr. McCatuium: I don’t know. 

Mr. Monet: You don’t know? 

Mr. McCarium: The other fellow might do more than that. 

The Vick-CuHatrMAN: I wanted just to get on the record, Mr. McCallum, 
the organic setup of the organization that owns these companies, and the same 
with regard to this share issue which this company owns. It is a subsidiary 
of Western Grocers? 

Mr. McCatuum: Yes. 

The Vicr-CuHatrMan: What do you know about the organic setup of 
Western Grocers? Do you know the officers of it? 

Mr. McCauium: Yes I know the officers. 

_ The Vice-CHatrman: And what do you know about its capitalization and 
where its money comes from and who administers it. That is what I mean. 

Mr. GraHam: Western Grocers has a number of subsidiaries of which 
Dominion Fruit Limited is one. 

The Vice-CuairMan: First I wanted to get who Western Grocers are? 

Mr. Granam: A public company. The shares are sold on the Montreal, 
Toronto, Winnipeg, Calgary and Vancouver stock exchanges. 


The Vice-CHatrMan: Who are the officers of the company? Just wait one 
moment, that cannot be answered at the present time. The answer could be 
supplied. I think the committee would be agreeable to that, if you don’t happen 
to have it with you. We do not want to delay proceedings unduly. 
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Mr. GraHam: I can give you ‘that off hand. The president of the company 
is Mr. W. P. Riley; the vice- president is I. Pitblado, K.C.; the secretary is 
E. 8. Cooper and the treasurer is myself, W. S. Graham. 


The Vick-CHairmMan: And Mr. Riley is the same Mr. Riley who is president 
of this company. Now, what about Shop Easy which this company, a subsidiary 
of Western Grocers, owns; what is the setup of Shop Easy? 


Mr. GRAHAM: You mean, the names of its officers? 

The Vick-CHAIRMAN: Yes, and is it a public company? 

Mr. GraHAM: No. 

The Vick-CHAirMAN: The stock is privately held? 

Mr, GraHam: It is, 

The Vick-CHatRMAN: Do. you know who holds it? 

Mr. GraHaM: Dominion Fruit Limited. 

The Vick-CHAIRMAN: One hundred per cent except for qualifying shares of 
directors? 

Mr. Grauam: That is correct. 

The Vick-CHaAIRMAN: And it is actually a private company? 

Mr. GraHam: It is. 

The Vick-CHAIRMAN: Not really closely held but there is a restriction on 


- the passing of ownership of stock? 


Mr. GrauamM: As a matter of fact Dominion Fruit Limited is a private 
company. 

The Vicre-CHarrMAN: I see. Now, as to Dominion Fruit Limited, how are 
its shares held? You say that it is a private company. Are its shares held 
entirely by the parent company? 

Mr. Grauam: With the exception of the directors’ qualifying shares. 

The Vice-CHaAirMAN: The transfer of the shares is restricted? 


Mr. GRAHAM: Yes sir. 
The Vice-CHAIRMAN: You remarked that Western Grocers which is the 


- father and mother of this company is also the father and mother of some other 


companies too; would you be able to state what they are? 

Mr. GraHam: They are not the father and mother of the second one because 
we have our own subsidiary. 

The Vice-CuHarrmMan: You are the holders of the stock of Shop Easy? 

Mr. Lesace: They are the grandfather of Shop Easy. 

The Vice-CHarrMAN: Yes, Shop Easy is the grandchild of Western. He 


remarked that Western Grocers had several subsidiaries. Would you state what 


they are? 
Mr. GrawaM: H. Cooper Limited, whoesale grocers, Edmonton. 
Mr. Prnarp: Is that the fifth generation of what? 


The Vice-CuarMAn: No, these are brothers and sisters of this company, 
they are subsidiaries of Western Grocers. 


Mr. McCatium: There is Cooper, of Edmonton. 

The Vicn-CHairMAN: What kind of business is that, wholesale grocer? 
Mr. McCatuium: Yes sir. 

The VicrE-CHAIRMAN: Next? 

Mr. Grauam: Gateway Grocers Limited, Fort William, wholesale grocers; 


AE H. Matkin Company Limited, Vancouver— 
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Mr. Pinarp: If we had a report of the parent company we might have all 
this information. I would like to know if such a report is available. 

The Vicn-CHArrman: Just get the list first. Are there some others? 

Mr. GraHam: No, that’s the story. : 

The Vice-CHaiMan: Now, with regard to these others, are these others 
subsidiaries of Western Grocers; are they all private companies; and, is the 
stock. all held in the same way as in the case of Dominion Fruit? 

Mr. Granam: I am not sure about private companies, but the stock is held 
entirely by Western Grocers Limited except in the case of H. H. Cooper Limited 
in which there is a minority interest. . 

The Vicr-CuarrMan: You would not know whether they are private in the 


sense of their being restricted as to transfer of shares, but ownership is in — 


Western Grocers? 

Mr. GraHam: Yes. 

The Vice-CHairMAN: The question was asked about the financial state- 
ment, I presume the financial statements of these various subsidiaries are not 
published? 

Mr. GraHaM: No sir. 

The Vice-CHAIRMAN: Western Grocers of course is a public company. 

Mr. Pinarp: That is the one to which I referred. 

The Vice-CuHairMAN: Would you be able, although you are not appearing 
here as a Western Grocers man, would you be able to supply the annual financial 
statement of that company? 

Mr. GranAm: You mean, of its subsidiaries? 

The Vice-CHairMANn: No, the parent company, Western Grocers. 

Mr. Granam: Oh yes, I can give you one right now. 

The Vice-CuHairmMan: It would bea convenience to the committee if you 
could remit later enough copies for the committee. Would that be possible? 


Mr. THarcuer: And it would just follow what Western Grocers has to. do ~ 


with this phase of the inquiry. 
- The Vicr-CuHarrRMan: Well, they are the parent company of this company. 
Mr. THatcHEer: What are we looking for? 
The Vicr-CHAIRMAN: It owns this company. 
Mr. Tuarcuer: I know, but what has that got to do with the price of fruit? 
The Vick-CHamRMAN: Are you opposed to this investigation as to yourself? 
Mr. Tuarcuer: No, not at all; but why not deal with one company as we 
go along? 
‘The Vick-CHairMAn: The only purpose was to show what a tie-up there is 
and then stop. That is all. 
Mr. THatcuer: O.K. 
The Vice-CHaIRMAN: There is no intention of going along and beginning 
a lot of inquiries into Western Grocers. I only want to know the parentage of 
this company and its related subsidiaries. 
Mr. Braupry: Could we be told that Western Grocers are in actual whole- 


sale grocery operations or if they are what might be termed a holding company? | 


The Vicr-CHairman: Are they a parent company or holding company? 
Mr. Granam: They are an operating company with subsidiaries. 

Mr. Braupry: How many stores do they operate, can you tell me that? 
Mr. Grauam: You mean that Western Grocers operate? 
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Mr. Braupry: Yes. 

Mr. GraHam: We do not operate any stores. 

Mr. Braupry: It is just a wholesale operation? 

Mr. McCauitum: Yes sir. 

The Vick-CHAIRMAN: Would you put that in as an exhibit for identification? 
Mr. Monet: That will be exhibit No. 109. 


Exuisir 109: Western Grocers Limited annual report 1947. 
(Exhibit 109 not to be recorded) 


Mr. TuHarcHer: Mr. Chairman, now that you have opened this; is not. this 
company and all its subsidiaries part of the Western or Weston group which 
this fellow Weston bought up? 

The Vice-CHAIRMAN: No, no; Western, not Weston. 

Mr. TuHatcHer: I know, but did not Mr. Weston acquire the controlling 
interest in this stock? 

The Vicr-CHatrMAN: Is there a tie-up here with Garfield Weston? 

Mr. Grawam: George Weston Limited, Toronto, hold an interest in. 
practically all these shares. 

Mr. Lesacr: So they are the great-grandfather of these companies? 

The Vicn-CHatrMAN: That is all I have on that point. 


Mr. Moner: Then. Mr. McCallum, I want now to refer you to the question- 
naire which has been answered; I understand this material was prepared by 


your company, is that correct? 


Mr. McCatuum: Yes. 

Mr. Monet: Now, I want to point out to you first on statement 4, that the 
sales volume in 1947 was $26,775,579, which is almost $2,000,000 less than in 
1946; is that correct? 

Mr. McCatuvum: Yes. 


(Mr. Lesage assumed the chair as acting chairman.) 


Mr. Moner: Now, the operating profit before taxes was also substantially 
less than the year before; is that correct? 

Mr. McCatuivum: Yes. 

Mr. Moner: And the gross profit, which is the last line, the gross profit to 
sales has been slightly less than 10 per cent of sales in recent years, since 1943; 
is that correct? 

Mr. McCatuum: Yes. 


Mr. Monet: Then, in the next statement, statement 4, you have another 
page there marked “statement 4, continued” which has been added by your 
company, Mr. McCallum, without having been asked for; would you explain 
the supplementary data as a result of which you show a gross profit to sales 
to retailers of 11-5 in 1947, when your total gross profits to sales for 1947 is 
only 9-7, on the previous page. Will you explain that to us? 

Mr. McCatuivum: That is accounted for under non-profitable sales to branches 


and jobbers. 


The Acting CHAIRMAN: That is the total here, your sales to jobbers are in 
your total sales and your profits are shown: there too? 

Mr. McCatuvum: Yes. 

Mr. Monet: I do not understand very well this 11-5 per cent increased 
profit shown as a percentage of gross profit to sales and I would like to have 
some more explanation. I do not understand that figure. What does it mean? 
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Mr. Grauam: That means, as Mr. McCallum answered correctly to you, 
that in our practice these sales to jobbers are really diverted cars. 
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Mr. McCauuvm: In other words, gentlemen, a car may come in to Winnipeg, 


of which we would apportion part to a branch, let us say, at Brandon, or Yorkton, 
or some of those places, so it is an unprofitable sale to us. 


Mr. Grauam: They are shown in our total profit account of our whole sales - 


for 1947, and the percentage is 9-7. If you regard the sales to jobbers as being 
unprofitable, and they .are, the whole profit against retail sales would show as 
a percentage of 11-5. 


The Actinc CuHarrman: As a matter of fact, if I take Mr. McCallum’s 


explanation, which you call jobbers’ sales, would not be sales to outside jobbers 
but only transfers to branches. 

Mr. McCatium: To branches, and there could be some independent jobbers. 

-The Acting CHAIRMAN: Some independent jobbers also? 

Mr. McCatuum: Yes. 

The Acting CHAtrMAN: Then, in the total of your sales of $26,700,000 odd 
there would be some duplication with respect to produce which was transferred 
or later included in sales to the various branches? 

Mr. Granam: That is true, but it has always been the practice of Dominion 
Fruit Limited to regard those as sales because for one thing, while they are 
diverted to other jobbers they have to be handled and accounted for, therefore 
we call them sales. Perhaps in the ordinary sense they are merely transfers 
of merchandise, but because they are to be handled and accounted for and 
invoiced we have always included them in sales. 

Mr. Monet: And your gross profits as you have on these sales is this 11-5? 

Mr. Grauam: That is right. 

Mr. Monet: But really the gross profit as to sales on your operations is 9:7? 

Mr. GraHam: Yes. 

The Acting CuHatrMan: But, Mr. Monet, there is some duplication there. 

Mr. Monet: I know. . 

The Actine CHairmAn: The real gross profit would be 11-5 per cent? 

Mr. GraHAam: That is correct. 

Mr. Moner: Would you turn to statement 5, starting from the month of 
November, 1947, to date; your sales have been substantially less than in the 
same month of the preceding year; is that correct? 

Mr. Monet: And with the exception of the month of December when there 
was a slight increase in gross profit earned there has also been a substantial 
lessening in the profits; is that correct? Take for instance, in December of 
1947, it shows an increase over December of 1946; but in January, February and 


March you have a decrease as compared with January, February and March 
of 1947. 


Mr. McCauuum: Yes. 


Mr. Moner: And in January, 1948, the gross profit is lower than it was 
in 1947. 


Mr. Braupry: Mr.-Chairman, could we get back to the top of the page; 
does that refer to sales made to branches of Dominion Fruit only? 


Mr. Monet: I take it that that relates to all the operations of the company. 
Mr. Braupry: Could we have that cleared up? 


Mr. Monet: Pardon me, you are right, Mr. Beaudry; that is Rogers Fruit, 
which is a branch of this company; is that right? 


Mr. GraHam: That is right. “ 
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Mr. Monet: I am sorry, Mr. Beaudry, I should have mentioned that; this 
refers only to one branch. 
Mr. McCatuum: To two branches. 
Mr. Moner: Which two? 
Mr. Grauam: Rogers Fruit and Sterling Fruit. 
Mr. Monet: And statement 5, then, refers to the operations of the Rogers 
Fruit and Sterling Fruit? 
Mr. Grawam: Yes, sir. 
Mr. Moner: Well, then, under the column gross profit, the second column to 
the left, is it correct to state that with the exception of December of 1947, when 
there was a slight increase over December of 1946,.the gross profit earned in 
dollars is lower than, substantially less than in the preceding year? You have 
January of 1948, $30,346 gross profit as eompared to $37,017 for 1947. 

Mr. Grawam: Correct. 

Mr. Braupry: Could we establish clearly the relationship between Dominion 
Fruit and Rogers; do I understand that they are a subsidiary? 


Mr. Grauam: They are not subsidiaries, they are two branches but they are 
distinguished by the name of the company. Rogers Fruit does business this way; 
Rogers Fruit is a branch of Dominion Fruit Limited and does its business as a 
separate store; and, in the same way, Sterling Fruit is a branch of Dominion 
Fruit Limited—they retain the name of ‘the original company when it was 
acquired. 


Mr. Monst: They are both wholesalers? 
Mr. Grauam: Yes, sir. 


Mr. Monet: To understand these figures, the relationship between Dominion 
Fruit and Rogers and Sterling the Dominion Fruit is acting as owners? 


Mr. Grauam: No, Rogers and Sterling are branches of Dominion Fruit 
Limited. 

The Acting CHAIRMAN: It is only in name, Mr. Beaudry. 
* Mr. Braupry: I appreciate that. 

Mr. McCauuum: They do their own purchasing or buying. Each one of 
them may buy these cars of fruit direct or they may purchase a car between 
them and split it up among the branches. 


The Actinc CHAIRMAN: What is the reason for doing business in the name 
of two branches, instead of doing business under the name of Dominion Fruit 
Company, if in fact they are branches of the Dominion Fruit Company. 


Mr. GraHaM: They were all originally separate companies. 


Mr. Pinarp: And when you purchased the original companies you let them 
keep their names? 


Mr. Grauam: That is correct. 


Mr. Breaupry: So when we are dealing with these companies we are ‘still 
dealing with a part of the same company, Dominion Fruit. 


Mr. Monet: That is right, we are dealing with two branches. 
Mr. McCauuum: Yes, on the Winnipeg market. 


The Actinc CHARMAN: I know, but this statement actually is the sales of 
just two of the Winnipeg branches of Dominion Fruit Limited? 


Mr. GraHam: Yes. 
Mr. McCatuum: Rogers and Sterling. 


2984 SPECIAL COMMITTEE | % 


Mr. Moner: This statement takes in the operations of these two companies 


for purposes of study and comparison. We could not very well ask them to. — 


supply us with detailed information of all the branches they operate because 
time did not permit. 

Mr. Prnarp: There are other branches? 

Mr. GrawAm: Yes, there are other branches than these two. 

Mr. Pryarp: You have the profits on the others as well? 

The Actinc CHAIRMAN: Yes, it is in the covering statement. 

Mr. GRAHAM: Yes, it is in Winnipeg. 

Mr. Prvarp: No, I don’t mean Winnipeg, I mean all the other places too. 

Mr. Moner: They are included in the statement. 

Mr. Braupry: What I wanted to know is, what is the use of just taking one 
part of the operation? 

Mr. Monger: And that was done to give a point of comparison when we are 
dealing with the main statement here. When we come back to statement 2; as 
a matter of fact the secretariat I think have taken the figures from only one of 
the branches, otherwise it would have been only a repetition of the same figures. 
As a matter of fact, the company did send counsel the information for two 
branches but after an examination of the same we came to the conclusion that 
it was about the same figure and it was useless to have repetition. 

Mr. Maynew: Have we a consolidated statement on Dominion Fruit 
Limited? 

Mr. Monet: Yes, you have that in statement 4, for their entire operations. 

Mr. Mayuew: That includes all the branches? 

Mr. Monet: Statement 4, includes all their operations, all the operations 
of Dominion Fruit Limited. 

Mr. Mayuew: That is what we are most interested in. 

Mr. Moner: I had to ask certain questions; but the other one is just for 
Rogers Fruit and Sterling Fruit branches. 

The Actinc CuHairMAN: Do I understand that all the branches which are 
mentioned on statement 1, are doing business under the name of either Rogers 
or Sterling? 

Mr. GraHamM: They are all branches of Dominion Fruit Limited whatever 
their name. Some of them have a trade name coupled with their company 
name. For instance, on the statement about Winnipeg another branch is Pioneer 
Fruit branch of Dominion Fruit Limited; in Yorkton it is Smith Fruit branch 
of Dominion Fruit Limited; in Regina, it is 8S. & M. Wholesale branch of 
Dominion Fruit Limited; in Moose Jaw it is Rex branch of Dominion Fruit 
Limited; in Weyburn it is the Walker Fruit branch—most of them have trade 
names coupled with the company name. 

The Acting CHARMAN: They are independent businesses which were 
acquired by Dominion Fruit? 

Mr. GrauamM: They were at one time independent, sir. 

Mr. TuatcHer: What position do you oceupy in t yest: 
pretty near a monopoly of ite fruit ae sesce} yah So ee 


Mr. Grawam: By no means. 

Mr. TuHatcuer: Do Western Grocers also distribute frui i 
ie eee so distribute fruit along with their 

Mr. Grawam: As a rule. 

Mr. THatcuer: And with Western Grocers and Rex Fruit and Sterling Fruit 


and Rogers would it not almost be fair to say that in th - prairi i 
they are at least a controlling factor in the ‘trade? ee ae 
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~Mr. GRAHAM: We would like to think so, but I do not think it is a fact. 

Mr. Tuatcuer: And this Weston setup, or Western setup, whichever you 
call it, do they control some of yqur opposition as well? 

Mr. GraHam: No sir. 

Mr. Irvine: Who are your opposition? 

Mr. Pinarp: The C.C.F. 

Mr. GraHam: Well, P. Burns Limited in Calgary and their subsidiaries 
known as Consolidated Fruit Limited; they are spread all over the prairies just 
as well as we are. There are also numerous separate individual businesses in 
the various cities. 

Mr. Winters: What is the difference in the operation of Western Grocers 
and Dominion Fruit Limited? 

Mr. GraHamM: How do you mean sir? 


Mr. Winters: From what I can gather aDparenyy they are both wholesale 
operators, operating with the same type of products? 

Mr. Grauam: That is true. 

Mr. McCatuum: At one time Dominion Fruit Company was—shall we 
say—owned largely in Minneapolis. 

Mr. Mayuew: Is it not correct that one deals mainly in wholesale groceries 
and the other deals mainly in fruits and vegetables? 

The Actinc CHarRMAN: Will you talk just one at a time? 

Mr. Winters: Does it not resolve itself to the point where one company 


-owns the other but they are competing with each other? 


The Actinc CHatrMaNn: If you can call that competition? 
Mr. TuHatcHer: Your company is located in every major city in Saskat- 
chewan and the only sizeable place where I find that it does not operate is in 


_ Prince Albert. 
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Mr. McCatitum: Dominion Fruit has no branch in Prince Albert. 

Mr. Irvine: Is fruit cheaper there? ; 

Mr. Beaupry: Mr. Chairman, referring to statement 5 and sales to retailers, 
are sales made to Shop Easy considered as sales to retailers? 

Mr. McCauuum: Yes. 

Mr. BEeaupry: Could we have the amount of business transacted between 
the various branches of Dominion Fruit Company and Shop Easy given in 
dollars? I do not know whether we need it for every year shown on statement 4? 


Mr. GraHam: We do not have it, sir, and I do not believe it is material to 
this inquiry. 

Mr. Beaupry: That may be so but it is a matter of argument which is for 
us to determine. Can you tell me why we could not have that? 

Mr. McCatutum: Why what? 

Mr. Breaupry: Why could we not get figures as to the dollar value of sales 
to Shop Easy? 

Mr. McCautuium: We have not got those figures here. 

Mr. Braupry: I appreciate that, but could we have them? 


(Mr. Maybank resumed the chair.) 


Mr. Monet: Could you supply the figures at a later date if they are not 
available now? 


Mr. Grauam: Yes, we could. 


Mr. Braupry: Does Dominion Fruit Limited and its various branches do 
any selling business with Western Grocers? 
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Mr. Mayuew: Do you sell to Western Grocers? 
Mr. McCatuum: We give them portions of cars. 


Mr. Beaupry: Do you sell produce to Western Grocers—fruit and vege- % 


tables? 

Mr. McCattum: What are you going to term.as a sale? We divide cars 
_ with them which amounts to an unprofitable sale. 

Mr. Irvine: You give it to them do you? 

Mr. Braupry: I am asking you if you sell to Western Grocers? Hither you 
do or you do not? 

Mr. Lesace: Is the amount included in the $4,000,000 which we see on 
statement 4—that is for the year 1947? 

Mr. McCatuum: There is some of it contained there. 

Mr. Braupry: Are there any other sales to Western Grocers that would not 
be included in the figures $4,000,000? 

~ Mr. McCauium: No. 

Mr. Braupry: You do not sell Western Grocers anything? 

Mr. McCatuium: Nothing that I know of other than the dividing of the 
cars. 

Mr. Beaupry: That is your final statement? 

Mr. McCatium: It could be that there is some merchandise picked up 
from Dominion Fruit by Western Grocers, yes. If they were short of something 
that would happen and you can call it what you like. 

Mr. Braupry: Could we have a statement of those figures? 

Mr. Mayuew: It would be included in the $4,000,000. 

Mr. Beaupry: Some of it might and some of it might not? The figures 
included in the $4,000,000 would be parts of these car lots which you divide, 
but I would like to know if they are actual sales from Dominion Fruit and its 
branches to Western Grocers? 

Mr. McCatuum: There are divided car sales which are unprofitable. 

Mr. Breaupry: You have already said you do not consider those divided car 
- transactions as sales? 

Mr. Grauam: No, it is a transfer in reality. 
Mr. Beaupry: Is that done at cost? 
Mr. McCauuum: It is always at cost—those divided cars. 


Mr. Buaupry: I want to know if you have any other sales operations with 
Western Grocers? 


Mr. GranHam: Suppose Western Grocers were short ten cases of straw- 
berries in their fruit department in Winnipeg— 
Mr. Braupry: They would purchase from you. 


Mr. Grauam: The buyer from Western Grocers would get them from 
Rogers Fruit or Stirling Fruit or from any place else which he could get them. 


Mr. Beaupry: That would be what we would term a gale. 
Mr. McCatuium: Yes. 


Sia Braupry: Could we have that figure—the figure with respect to those 
sales? ! 


Mr. Grawam: For what period? 
Mr. Braupry: 1939 to 1947. 


Mr. Granam: Are you aware that it would take six months ip anal 
sales and obtain that figure? halyze Our 
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The Vicn-CHAIRMAN: May I just interpose for a moment. Mr. Ending 
~ the question is only as to whether it would be possible to obtain the figures and 

I suggest to you that perhaps a better way to convey your meaning would 
be to say that it would be possible to get the figures and then to point out the 
. difficulties. You will find that members of the committee do not wish to impose 

undue difficulties but the only way to arrive at a statement of fact is to ask 
questions. Mr. Beaudry first wishes to know if the figures could be given. 
Mr. Grauam: They could be given. 


The Vick-CHAIRMAN: It might be that the committee would not desire the 
information to be given if it were a negligible matter and if the result of asking 
for such information would be a distinct imposition. I just want to make sure 
that questioner-and answerer do not get at cross-purposes by reason of an 
unfortunate manner. 

Mr. Kuuu: I would like to raise a poate of order? 

Mr. Grawam: In response to the gentleman I will say that it would be 
possible to get the information but it would take many weeks to get it and 
what we would get would be of no material use to you. 

4 The Vice-CHarrMAN: The last part of your statement is of course within 
the determination of the committee—as to whether it would be valuable or not. 

Mr. Lesacr: Do you mean that it would be a negligible amount? 

: Mr. Granam: It certainly would because it is only when one house is short 

; and requires it to fill an order that we have any reason to do business one with 

the other. 

d Mr. MayHew: Where ate is a mixed car shipped from the primary producer 

and part of it goes to you and part to Western Grocers there is no profit, but they 

do the handling also in connection with their portion? 

Mr. McCatuum: Certainly. 

; - Mr. Mayuew: There is practically no transaction whatever? 
The Vicr-CuHarrMaNn: That is a joint venture. 

Mr. Mayuew: Yes, it is a.jcint venture. However, when you come to a sale 
to Western Growers, when they pick up ten crates of strawberries from you, you 
have already taken those strawberries into your stock? 

Mr. GraHam: Yes. 

Mr. Maynew: You have handled them and you have run the risks, and you 
do not give them those goods on the same basis? You charge them the regular 
wholesale price? 

Mr. Grauam: I imagine there would be a little profit. 

a Mr. McCauuvm: It could be done on any understanding. It might be that 
our retail price would apply but it would depend on the understanding that our 
manager had with the buyer when the goods were ordered. 
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: Mr. Mayuew: Would you have a general understanding with Western 
Grocers as to the profit you would take on your goods when you were obliging 
_ them that way, and vice versa? ® 


Mr. McCatuum: We have no understanding. 

Mr. Kuuu: May I ask a question at this point? 

The Vicr-CuHarrMan: I have not overlooked you, but I just wanted to take 
these matters one by one. 

Mr. Kuuu: I am wondering about the connection between some of these 
recent questions and the high cost of living. There does not seem to me to be any 
relevancy to the matter and if such relevancy could be shown to me I would like 
_ to hear it. 


Mr. Beaupry: That could be done. 
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The Vice-CHairMAN: The questions have been in order so far. |. 

Mr. Kuuu: I do not see that the operation of the company and the way in 
which they do business has anything to do— 

Mr. Tuarcuer: On a point of order, if I may say so, there may be eight or 
ten subsidiaries— 

The Vicn-CHAIRMAN: That is not a point or order. 

Mr. Tuatcuer: I am trying to answer Mr. Kuhl. 

Mr. Kuuu: I do not mind if he wishes to give me the answer. 

Mr. Lesacr: I do not think he should because the answer is obvious to all 
members of the committee except Mr. Kuhl. 

Mr. Kuuu: Thank you. 

Mr. Tuatcuer: Let me ask the witness a question? 

The Vicr-CHAIRMAN: Shall we let Mr. Thatcher proceed with his point of 
order? 

Mr. THatcuer: In connection with these eight or ten different companies, 
when the price is set does each subsidiary set his own price or is there an over-all 
control which sets the same price for each? 

Mr. McCatuum: Each branch figures its own selling price. 

Mr. Tuatrcuer: I notice that Rogers, for instance, and the Dominion Fruit 
Limited have the same price. Is that coincidence or how does it happen? 


Mr. Grauam: Rogers Fruit is a branch of Dominion Fruit—it is not a sub- 


sidiary. 
Mr. TuHatcuer: You said you had Rex fruit? 
Mr. GraHam: Yes. 
Mr. TuHatcHer: And Sterling Fruit? : 
Mr. Grauam: They are not subsidiaries, they are branches. 
Mr. Tuatcuer: Does each branch set its own price or do you fix the price? 
Mr. McCatuum: Each branch sets its own price. 


Mr. THatcuer: How do you account for the fact that Rogers Fruit which is 
a branch of the Dominion Fruit shows the same figures as Dominion Fruit? 

Mr. McCatuum: My dear sir, they are branches of Dominion Fruit. In 
other words, Dominion Fruit is not an operating company ‘but it is a merchandis- 
ing company. 

Mr. THarcuer: It is a holding company for all these other companies? 

Mr. McCatuvum: Yes, put it that way. 

Mr. THarcuer: Would it not be a fair statement to say that your company, 
Western Grocers, and Dominion Fruit, over the past few years bought out the 
competition in western Canada to such an extent that you are pretty well the 
controlling interest or factor in the fruit business? 


Mr. McCatuvum: We are not the contrglling interest in that we do not handle 
50 per cent by any means. 

Mr. Tuatcuer: You would have a pretty large say with respect to the price 
setup of fruit and vegetables in the west—that is between Western Grocers, the 
subsidiary, and all your branches? I think it would be fair to say that in the 
west today whatever price you set would be pretty well followed. 


Mr. McCauium: It would not be so because we do not do 50 per cent of 
the business in western Canada. 


Mr. THarcuer: You are a leading factor then? 
Mr. McCauium: Well, put it that way and you might be flattering us. 
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- Mr. Pinarp: Where is the price policy made for all these branches? There 


“must be a policy department to set the prices. 


Mr. Lesage: What is the method proceeding? 
Mr. McCauium: The price is determined in each market by the branch. 
Mr. TuHatcuer: Would Western Grocers in Moose Jaw have the same sale 


- price as Rex Fruit in Moose Jaw with respect to celery? 


Mr. McCatitum: Not necessarily. 

Mr. TuatcuHer: It would be the responsibility of the managers of both units 
to decide that? 

Mr. McCauuium: Yes. 


Mr. TuHatcHerR: You have not got a central pricing policy which comes 
from Winnipeg? 

Mr. McCauuum: No, definitely not. 

Mr. Braupry: Would both those branches normally buy separately from 
different suppliers? 

Mr. McCauium: That is right. 

The VicE-CHAIRMAN: What was the answer? 

Mr. McCauium: That is right. ; 

Mr. Maynew: In other words the initial cost might be different. The 
freight costs would be different on fruit and vegetables going into the different 
branches in Moose Jaw, Saskatoon, Edmonton, and so on, and they would have 
to do that figuring. 

Mr. McCauium: The respective freight rates are their own charges. 

Mr. Monet: Mr. McCallum, I want to turn to your statement and I would 
ask the members of the committee to refer to the comparative data which 
has been prepared by the secretariat. First we will deal with oranges, Mr. 
McCallum. Would you tell the members of the committee what you would feel, 
in Winnipeg, for instance, would be a normal mark-up for a crate of oranges? 

Mr. McCautum: What do you mean by normal mark-up? Is that over a 
year? 

Mr. Mower: In general, under normal conditions, what would you consider 
a normal mark-up for a crate of oranges? We have beeen told by other wit- 
nesses here that in Ontario 75 cents would be normal. What would you 
consider normal? 

Mr. McCatuum: I would consider a normal mark-up, covering a year’s 


operations, to be 15 per cent on selling price. 


Mr. Monet: We are talking of oranges? 

Mr. McCauitum: On oranges. 

Mr. Monet: 15 per cent on selling price? 

Mr. McCatitum: Sometimes it may go over, and sometimes it may 20 
under. We would be inclined to take the market price from week to week. 

Mr. Monet: But normally—? 

Mr. McCatuum: If we bought oranges two weeks ago and if they arrive 
in Winnipeg and the market has advanced 10 tq 15 cents we would try to take 
th market and that would be additional. 

Mr. Monet: But under normal conditions you would feel 15 per cent 
would be satisfactory? 

Mr. McCativum: It could be satisfactory, owing to the supplies and the 
volume. 

Mr. Monet: I will now refer to a specific date, November 27, 1947. The 
average selling price by Rogers Fruit—and I wish to draw the attention of the 
committee to the fact that from now on we are dealing with Rogers Fruit—_ 
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The Vicn-CHAIRMAN: On the subject of oranges? 

Mr. Monet: On oranges and on everything that appears on this comparison. 
It is marked Rogers Fruit branch of Dominion Fruit, Limited, Winnipeg. On 
the date November 27 I see the average selling price was $7 a crate but there 
had been a reduction from $5.42 on November 13 to $4.67 in the cost price, 
ceiving a difference per crate of 33 per cent of selling price. Would you tell 
the members of the committee why there was an increase of $6.25 on 
November 13 to $7 on November 27—that is the selling price—in spite of 
the fact there was a reduced cost price? 

Mr. McCauuum: Possibly the best reason I could give you is that for some. 
reason you have chosen to take size 288 which is a size of orange that is very 
much in demand. It is a size of which we can get only a portion of a car 
running perhaps 10 per cent, 15 per cent, or 20 per cent of the carload? 

The Vice-CHAIRMAN: 10 to 15 per cent of what? ) 

Mr. McCauium: Of the total carload. For example there are 561 cases of 
oranges in a carload and we would be doing very well if we got 100 cases in a car. 


Mr. Prnarp: Of size 288? 

Mr. McCarium:Of 288’s, the size which is chosen on this sheet. 

The Vice-CHAIRMAN: Because it is a popular size? 

Mr. McCauuvum: It is a popular size and naturally we take what the 
demand warrants on that size in order that we may clean up our off-sizes. 


When we get down to 126’s, 150’s, 176’s and 200’s, they are not very badly 
wanted by the trade, so our average out of that car was not $7 per case. 


Mr. Braupry: What: margin do you consider normal for the other sizes of 
_ oranges? 

Mr. McCatium: The normal mark-up on other sizes is the same as that 
of the size in demand. We have to regulate our selling. There are some 
oranges which we may be selling at cost and some on which we are taking a 
loss but we must try to make some money out of the over-all picture. This is 
a very exceptional case, in 1947—a very exceptional kind of a case. 

The Vice-CHatrMan: Mr. Mayhew has been desirous of asking a question. 

Mr. Maynew: Before we get too far away from this splitting of cars, on 
288 size oranges you say you might get 20 per cent of a car? Would the balance 
be going strictly to opposition companies or would it be divided amongst your 
subsidiary companies? What proportion would go to your straight opposition, 
companies in which you have no interest at all. 

Mr. McCauium: If we were dividing our market there—which we do not 
do with respect to oranges, but it could happen—I would say approximately 
15 to 20 per cent. It happens at certain seasons of the year that there might 
be—and you are talking of opposition houses which ineludes our own as well— 

The Vice-CuarrMan: No, Mr. Mayhew means strictly opposition 
establishments. 


Mr. Mayuew: In other words you and your controlled associates would be 
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getting 85 per cent of the car and not 15 per cent? / et 
Mr. McCatium: If they were divided? 
Mr. Maynew: 15 per cent would go to the opposition. 
Mr. McCatium: I think— 
The Vice-CuatrMan: Of the carload of 288 size the 15 per cent to which 


you referred originally as going to you would be 15 per cent of the carload and 
the balanee of the 288’s would go to the other concerns. 


Mr. MaynHew: No, no. 
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Mr. McCauivum: If a car came in with 100 crates of 288 size in it and if 
we were dividing it among our opposition— 

The VickE-CHAIRMAN: May I just ask you there this question? You origin- 
ally talked of a separate car and in that car there are some of the 288 size and 
some other sizes. That is the first division? 

Mr. McCauium: Yes. 


The Vicr-CHatrMAN: I thought you were telling Mr. Mayhew something 
different? 

Mr. McCarivum: In other words the part the opposition establishments 
would get would be a given percentage of all sizes that were in the car. If they 
got 15 per cent of the total car they would get 15 per cent of the 288’s. 

Mr. MayuHew: The point I was getting at was this matter of competition 
and the matter of controlling prices. The witness said they would get 15 per 
cent of the 288’s. 

The VicrE-CHAIRMAN: Yes. 

Mr. Mayuew: And I asked him how much would go to the controlled 
subsidiaries and branches and how much to the independents over which he 
had no control, and I understood him to say that 85 per cent would be retained 
by Dominion Fruit Limited and 15 per cent would go to the outside opposition. 

Mr. McCatuium: Yes, 85 per cent of the carload could be divided amongst 
our branches. ' 

Mr. Monet: And 15 per cent to competitors? 

Mr. McCatuvum: Yes, except that we do not divide many oranges. 

Mr. Monet: Is it not a fact that when you buy a car— 

Mr. MayuHew: The straight opposition does their own buying? 

Mr. McCauitum: Yes, and I would say that perhaps we would retain 90 per 
cent or 95 per cent. 

Mr. Mayuew: It would mean that you would have 85 or 90 oranges for 
every 10 or 15 oranges put on the market in opposition? 

Mr. McCatuum: No. 

Mr. Monet: Your policy would be-to buy a carload of oranges and sell it? 

. Mr. McCauuum: Yes, and we divide very few cars of oranges. 


Mr. Monet: My information is that when you purchase a car of oranges 
it is purchased by Dominion Fruit Limited and it belongs to Dominion Fruit 
Limited. 


Mr. McCauivum: It could be that as we divide a car with our direct oppo- 
sition who has no interest in it whatever the opposition also might divide a car 
with us. 


Mr. Moner: That is not what I asked. I suggested that you purchased a 
car and it comes to and is owned by Dominion Fruit Limited. 


Mr. McCauuum: There is a certain period during the year when early naval 
oranges come on the market. They are of poor quality and we might divide a 
few cars until they get better. That is our plan. 


The Vick-CHAIRMAN: May we come back to the point at which this dis- 
cussion started. The point was raised in our inquiry into a price of $7 when 
there had been a drop in the cost from $5.42 to $4.57. While there was that 
drop there is an increase in the selling price disproportionate to the cost, and you 
started to explain why there was such a spread in the case of these 288 oranges. 
Would you go back to that point, Mr. Monet? 


Mr. Moner: How do you explain that at November 13 the cost of your 
most recent purchase was $5.42 a crate and on November 20 the cost to you of 
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your most recent purchase was $4.57? There was a drop of from $5.42 to $4.57 


between those dates compared with an increase from $5.75 to $7 on November. 


27. How do you account for the fact that when there was a decrease of some- 
thing like 60 cents in the cost price there was an increase of $1.25 in the 
sale price? 

Mr. Lausace: An increase of $1.50? 
Mr. Monet: From $5.75 to $7.00. 
Mr. Lusace: I am speaking of the gross mark-up. 
Mr. Monet: How do you explain that situation? 


we might have purchased a car of oranges of high grade at a lower cost. 

Mr. Lesace: You cannot give an explanation, you can only guess? — 

Mr. McCauuum: I am guessing there from the look of it. I have not got 
the record. 

Mr. Lesace: We would be interested in knowing why there was such an 
increase? 

Mr. Prnarp: Unless we have the price for every type of oranges we will not 
know because the explanation given is that there might have been a loss on 
the others. 

Mr. McCatuum: It could have been both ways. 


. The Vice-CHairMAN: You were explaining a little while ago were you not, 


that in the case of a carload of oranges you would endeavour to make a profit, 
and this 288 size would be a small part of the carload and the profit on that 
might be high to take care of the profit on the others which might be low? 


Mr. McCatzium:. That is correct. 
The Vice-CHairMAN: Is that the explanation? 


Mr. McCattum: That is the explanation. The others are definitely harder 
to sell. 


Mr. Moner: Would that apply? 


Mr. Lesace: There are a lot of “mights” and “would’s” but I would like 
the explanation for the increase? 


Mr. McCatitum: You cannot have it, sir, because I have not got the figures. 


The Vice-CHAIRMAN: Just let Mr. Monet follow for a moment and we will 
come back to this. 


Mr. Lxesace: I think it is proper to ask for the figures. 
The Vicn-CHairMan: Let counsel continue for a moment and then come 


back. 
Mr. Monet: I understand you can supply that information? 
Mr. McCatuum: We can supply it. 
Mr. Monet: How do you account for the fact that from November 27 to 


December 18 your profit per crate is over $2 in every case, for every week? 
would that be for the same reason as you have given? 


Mr. McCautum: I could not give any other explanation. 
Mr. Moner: And that explanation would be— 
Mr. McCauutum: This covers the 288 size oranges. 


Mr. Moner: Can you tell us, Mr. McCallum, later if not today, how many 


crates of 288’s you had in each of those cars, and how many crates there were 
of all other kinds? 


Mr. Lesage: And what was done with the carlot, how much was kept— 


Mr. McCarium: Off-handedly I would put it this way. During that week | 
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_The Vice-CHairMan: That question is one to which there is an answer 
desired. It does not mean there is not additional information which should be 
supplied, Mr. Lesage. 

Mr. Lesage: It is not additional? 

The Vick-CHAIRMAN: Well, if you want that, that is a satisfactory sort of 
question; but it does not mean that it could not be followed by your question. 

Mr. Beaupry: What is the procedure followed in purchasing oranges from 
a producer by your firm? Do you order on a firm basis a certain type of orange 
or do you buy a carload, or do you receive oranges at the will of the producer? I 
am referring to type of oranges. In other words, do you continuously receive 


Mr. Braupry: You would know that in advance? 


Mr. McCatium: Sometimes ‘they are plentiful and we can get all we want 
of a particular size; sometimes again we want to take down to some of the 
larger sizes and we will order more heavily of them. 


Mr. Braupry: Let me repeat, would you know in advance what you are 
going to receive on a given date? 


Mr. McCautum: We know pretty well. 


Mr. Braupry: Therefore your price fixing is not done in a haphazard way 
but on the basis of what you know is going to come to you? 


Mr. Pinarp: I would like to ask you this question; are you in a position to- 


_ state that your profit, not for oranges, during that period was necessary ; that is, 


in the month of November, on November 28—on November 27— that. your profit 
on oranges other than 288’s was smaller than that you have given with respect 
to the type we have been discussing? 


Mr. McCauuum: Definitely we took a smaller profit. 
Mr. Pinarp: Would it be lower than 15 per cent? 
Mr. McCatium: I am not sure of it. I do not know exactly what it was in 


the larger sizes. 


Mr. Pinarp: Would it be lower than 15 per cent of selling price? 
Mr. MacCatuum: Possibly not in this particular period. 
Mr. Pinarp: So that— 


Mr. McCatuivum: At this particular period when our supplies were about. 50 
per cent naturally we must try to get a little more margin. 


Mr. Prnarp: So that could we take it—I know you are going to file additional 
information later on at the request of certain members of the committee—but 
can we take it that with respect to the rest of the supplies in a particular car, 


_ oranges other than the 288’s were being sold at less than the 15 per cent markup, 


but not very much lower? 
Mr. McCattum: No, I would not say that at that particular period—the 


_ markup would be 15 per cent. 


Mr. Pinarp: I mean, it would be at least that? 
Mr. McCauuum: The markup would not be, the dollar commission here, the 


percentage profit we received on a carload of oranges. 


#* 


Mr. Prnarp: No, but on the other sizes, would it be fair to state that on the 


Test you got at least 15 per cent markup? 
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Mr. McCatium: Yes, we received the 15 per cent markup, probably more. 


Mr. Prinarp: That is the normal profit as you mentioned a few minutes ago?.. 


Mr. McCatium: Yes. 
-Mr. Prvarp: But in the case of the size 288, your markup always exceeded 
that; isn’t that correct; I mean, from October of 1947, to April 22 of 1948, in 
many cases it was very much higher than 15 per cent? 

Mr. McCauuum: Oh yes, that is true. 

Mr. Prnarp: I find, for instance, on October 30, your markup was 10-9, and 
you have also on November 6, a markup of 14-31; but in all other cases your 
markup is well over the 15 per cent and reached 33-5, on November 27; and 
you stated before that your normal markup would be 15 per cent and still during 
this whole period of time you got a much higher markup than 15 per cent. Would 
you care to explain why? 

The Vice-CHarrMAN: Before doing that, the markup is reckoned on the 
selling price, is it not? 

Mr. McCatuum: That is right. 

The Vice-CuHatrMAN: For instance, on a selling price of $6 at 15 per cent 
markup that would be 90 cents; that is it? 

Mr. McCatuum: Yes. 

Mr. Monet: It is on the selling price. 

The Vick-CHAIRMAN: Now, Mr. Pinard had a question. I just wanted to 
define that first. Mr. Pinard’s question is not answered. 

Mr. McCatutum: I might answer his question in this way; on our year’s 
operations for 1947, on citrus fruits—now I am taking in oranges, grapefruit and 
lemons—our average markup for the entire year of 1947, on these commodities 
was 15-19. 

Mr. Pinarp: Where do we find that in this statement; is it there? 

Mr. Monet: No. 3 
_ Mr. Tuatcuer: Was it Just a coincidence that your largest profit came 
just after the export embargo went on? It was no coincidence; was that the 
reason for it? . 

Mr. McCatium: The best reason for it is that demand was so great in 
relation to the supply we were receiving—there was a very heavy demand. 

Mr. Pinarp: You could get more money because of government action in 
restricting supply; is not that the answer? 

Mr, McCauuum: It was part of it. 

ne THATCHER: You have not answered my question yet; do you say yes 
or no? 

Mr. McCativum: I said we required it—yes. 

Mr. THatcuer: You were getting a larger return on your oranges in 
December because of government action which had restricted supplies; is that 
correct, or is it not correct? 

F Mr. McCatium: Better profits were taken in that year than at any other 
ime. 


The Vice-CHarrMan: The supplies were reduced at that time? 


Mr. McCatium: Owing to reduced supply and increased demand for that 
particular merchandise. 


The Vice-CHarrMaNn: Referring to the subject of supply, supply was reduced 
at that time? 


Mr. McCauium: Yes. 
The Vicre-CHarrman: And by about what amount? 
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Mr. McCatium: 50 per cent. We could have got a little better than that 
at certain times due to quotas. 

The Vice-Cuairman: Mr. Thatcher, you have driven home your point, that 
was due to government restrictions. Have you any comment to make as to 


whether it was due to government restrictions or not, this cut in supply? 


Mr. McCatium: I think there was another reason that one could give for 
that; I mean, the supplies were cut and it applied to the whole country. 
_ The Vick-CuHarrman: Mr. Thatcher I think wants it not so much in reference 
to your company but for the purpose of driving home the point that it was no 
doubt government action which contributed to this situation ; and those of us 


_ who are supporting the government are in complete agreement with Mr. Thatcher 


on that point. 
Mr. TuatcHer: You can’t very well be otherwise. 


The Vicr-CHamrMan: That supplies were cut at that time by government 
action and that they were cut by about 50 per cent. 

Mr. THatcHer: We might as well go a step further. 

The Vice-CHairMAN: We don’t want to slip away from that responsibility, 

Mr. Tuatcuer: And if ceilings had been put on, the consumer would not 
have paid so much. You were doing too well. 

The Vicr-CuairMan: Well, there are different views as to that. 

Mr. TuatcHer: Don’t stutter now, Mr. Chairman. 

_ The Vicr-CHarrMan: There is no agreement there, because some may have 

paid so much and some might not have been able to buy any at all. 

Mr. THatcuer: Oh, yes. 

The Vice-CuamrMan: Ceilings do two things; they perhaps do prevent 
prices from going up, but they also prevent any production at all so that we 


don’t eat. 


Mr. TuatcHer: Oh no, Mr. Chairman; you don’t believe that yourself now. 

The Vice-CHarrMan: Oh well, yes. 

Mr. Tuatcuer: I know you don’t. 

The Vick-CHairman: You can’t get supplies of that kind without production. 

Mr. Maynew: Mr. Thatcher knows very well that if volume. goes. down 
you get a bigger mark-up. That is what happens when you cut volume in half. 

Mr. Moner: Now, Mr. McCallum, can we take it that your company 
through its branches and stores to which you have referred is a regular source 
of supply for a great many retailers in Winnipeg—I am dealing just with the 


city of Winnipeg at the moment. 


Mr. McCativum: That is right. 

Mr. Moner: Would it not have been possible to hold down the price of 
oranges to the consumer at a limited selling price; would it have been possible 
for you to have kept down the price at which you sold to the consumer inasmuch 
as you are such a large regular source of supply to so many retailers? 

Mr. McCativm: It is possible at all times. 

Mr. Moner: Would it have been possible during the time about which we 
have been talking? 

Mr. McCautum: Well, there is a factor there of operating cost. 

Mr. Moner: Do you mean that if you had not taken the profits that we 


have just referred to you would have been running— 


Mr. McCattum: We would have been running thin. 

Mr. Moner: In the particular months to which you are referring, the 
period from say November as Mr. Pinard pointed out a few minutes ago— 
referring to the period from November 20, down to February 19, or 12, where 
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your percentage to selling price varied from 21-5 to 34-5, over that particular | 
period, would it have been possible for your company to hold down prices of 
oranges inasmuch as your company is one of the great suppliers of oranges 
in Winnipeg? 

Mr. McCatuum: I do not think so, Mr. Monet. 

Mr. Moyer: I would like you to comment on that. 

Mr. McCauuum: Well, supposing we sold our oranges at a lower basis than 
what we are doing on what we could have imported, what would our position 
have been? Our opposition could sit back and wait until that supply was gone 
and then they could turn around and get their own price. 

Mr. Prnarp: In other words, oranges were in short supply and you took full 
advantage of the situation. I am not blaming you for it, I am just stating that; 
is that correct? 

Mr. McCattum: We took advantage of the situation at that particular 
season on that particular size; and I want to emphasize that particular size 
because it is a size that everybody wanted. 

Mr. Kuuu: Is it not true that it is a principle of the law of supply and 
demand which governs at all times throughout the entire business, is not that the 
determining factor in price? 

Mr. McCatutum: To me, it is. 

The Vicnt-CHAirMAN: In regard to that particular car or these particular 
cars in which the 288’s we are speaking about were; your position would be ~ 
that you are like a circus man, losing on the swings, or not getting so much on ~ 
swings and catching up on the merry-go-round? 

Mr. McCatuum: That is right. 

Mr. Pinarp: And on the other sizes of oranges you also took as much as 
you could get, did you not? 

Mr. McCauitum: Yes, we had to take that price in order to sell our other 
sizes. 

Mr. Winters: But you did take as much as you could get, as Mr. Pinard 
says; and if you could have got more for these oranges I suppose you would 
have taken, it? 

Mr. McCauuvum: I do not think there is any question— 

The Vicn-CHAIRMAN: You could have got more? 

Mr. McCatuum: I do not think there is any question about that. | 

Mr. THatcuer: When will the supply of these things be sufficient to bring | 


wo 


the price down a little bit if price depends on supply and demand? 
Mr. Prinarp: It has been brought down. 
Mr. Winters: It is down to $4.75, as of April 25. 
Mr. Tuatcuer: That ought to help quite a bit. 
Mr. Prnarp: The markup now is 16-2. 


Mr. McCauuum: So far as the consumer is concerned, when you can get: — 
an adequate supply in relation to the demand the price will come down. 


Mr. Tuarcuer: Is there any chance of the price of fruits and vegetables 
coming down to the consumer, say to a point where they were under ceilings? 
Is there any chance of that would you say? 


Mr. McCatium: I cannot answer that question. I do not know what — 
production will be and I do not know what supplies will be. 


_The Vice-CHairman: Of course, in regard to oranges alone, which is the 
subject under discussion at the moment, the price has come down to $4.75, as 
against that $7 price which we were discussing. 
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= Mr. McCatium: Yes. Of course, this is the seasonal month of the year 


for them to come down. Oranges usually in January are cheaper than they 


_ are at any other time of the year. I think I can say that. 


Mr. Mover: If you look at the profits to selling price from February 19, 
to April 22, inclusive, your markup is very much higher than the 15 per cent 
to. which you have referred? 

Mr. McCatuium: Correct. 

Mr. McGrecor: What is the reason for the change from February 12, or 
from February 19, on down? What was the change there? It was $1.40, on 
February 12, and 75 cents on February 19, and on down. What was the cause 
of the change there, was there greater supply? 

Mr. McCatuvum: I think that was the period when the ceiling went on, 


S didn’t it? 


Mr. McGrecor: I think the ceilings went on on February 19. 
Mr. Moner: That is right. 
_Mr. McGrecor: Is that why there was a drop? 
Mr. McCatuum: Yes. 
Mr. McGrecor: And with the ceiling on what was the price at which they 


_ allowed you to sell, what was the markup allowed? 


Mr. McCatium: They allowed us markup of 17 per cent. 

Mr. McGrecor: They allowed you a markup of 17 per cent? 

Mr. McCatuivum: Yes. 

Mr. Pinarp: Which you would not have got had you kept your prices at 


your average markup of 15 per cent; but because nobody else held their markup 
down you did not either; isn’t that so? 


The Vice-CHairMAN: That is a question of opinion for the committee, 


is it not, rather than a statement which should be made by a witness? 


Mr. Prnarp: I admit that, but I thought I would ask the witness for his 
opinion on it. 
Mr. Mayuew: I would call your attention to the fact that for November 
of 1946, you had a loss of $9,564, and in December of 1947, you had a profit 
of $2,861. 


Mr. Moner: I was about to ask a question on that. That refers to 
statement 5. Would you explain that loss under the heading “operating profit’’? 
You show a loss of $9,544 in December of 1946. Will you explain that. loss? 

Mr. Granam: We haven’t that information here. 

Mr. Monst: You haven’t got the information; you have got the information 


about these figures with you, haven’t you? 


Mr. Granam: That is for the Winnipeg branch. 
Mr. Monet: And you are not in a position to explain that loss to us? 
Mr. Grauam: No. 


Mr. Winters: I wonder if the witness would comment on the sharp increase 
in operating expense for 1947, as compared to 1946. That is on statement 4. 


M.r Monet: I wanted to come back to statement 4 later. 

Mr. Winters: I wanted to relate that to what we are discussing now. 

Mr. Monet: That was on statement 4; would you answer that now? 

Mr. Winters: The difference between 1946, and 1947 on “other expense”’. 


Mr. Grawam: I cannot give you that completely, but I think one of the 
things that occasioned it would be the higher salaries we paid. 
Mr. Pinarp: Yes, but still I see your sales were lower. 


2998 SPECIAL COMMITTEE 


Mr. GraHam: That could be. The hragon company is not interested in our — 
sales, they charge us more for doing our delivery work. 


Mr. Winters: Does that indicate a condition which is likely to remain, 
that you could continue to have higher costs? 


Mr. Grauam: I believe so. 


Mr. Winters: Would that have any bearing then on the question asked by 
Mr. Winters some time ago; that is, we cannot expect prices to return to where 
they were some months ago? 

Mr. Grauam: I think Mr. McCallum could answer that; that everything 
depends on supply and demand. 


The Vicz-CHAtRMAN: It is also a question of cost. 


Mr. Winters: There is also a question of other expenses such as costs and 
related items. 

The Vice-Cuamman: Mr. Winters was also inquiring about your cost of 
doing business, isn’t he? You would be able to speak with a little bit more 
assurance as to whether your costs are going up or down or going to remain where 
they are; with a little more assurance about that than you could about supply 
and demand which is controlled by weather and so many other factors. That 
is the point of your question, Mr. Winters, is it not? 


Mr. McCauium: Our cost of doing business is definitely going to go up 
because we haven’t got the supply and there is no way that I can see of cutting 
’ our overhead. 


Mr. Winters: And your expense factor will be going up at the same time. 
You have not answered the question I asked you which was about the expense 
factor coming down. 


Mr. McCaium: I cannot see the possibility of any change. It is bound | 
to go up. 
Mr. Winters: Would that reflect itself in near 


Mr. McCatuium: Naturally, if we could get merchandise to sell it would go 
a long way in helping us to get more money and that might keep the ratio of | 
expense down. 


Mr. Winters: But you do not look forward to a return of the price levels 
which prevailed before this high expense factor came into being? 


Mr. McCauuum: Not with the supply down. 
Mr. Prnarp: Are these high expenses attributed solely to the cost of 
delivery? | 


Mr. McCauium: It all enters into it. You have to cover the same area of 
territory and with a smaller group of merchandise, certainly you are not going — 
to find your costs any less. . 


Mr. Winters: What other items of costs enter into this “other expense” | 
item beside wages? 4 


Mr. Moner: I see there has been a very substantial increase there, from | 
$666,255 to $819,482. 


Mr. Grawam: Apart from deliveries there is only one other thing stands out } 
in my mind from an examination of our figures, and that is that in other expense - 
we include the cost of a pension scheme for our staff. 
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Mr. Winters: Which is a permanent feature; I presume? 
Mr. Grauam: It will be hereafter. 

Mr. Winters: And it is a definite factor in the cost increase? 
Mr. Grauam: A very definite factor. 


The Vick-CuHatrMANn: In a very general way what type of scheme have you; 
is it the usual kind of dollar for dollar? 


Mr. Grauam: Yes, it is along standard lines. If you want the detail, it 
roughly provides—it is based on service and retirement at a reasonable age. 
With respect to past service the company pays the entire premium and on future 
service the premium is divided. The plan dates from the Ist of July, 1947,-and 
it provides that the company is to contribute on a basis of fifty-fifty. In other 
words, the company is taking shall we say approximately half of the premiums 
for future service and it will pay all the premiums for past services. 


Mr .Winters: How many employees come under that pension scheme, 
approximately? 


Mr. Grauam: I can give you that figure some time later. Eligibility is based 
on three years of service; and, undoubtedly our cost for future service will go up 
as those who were with us three years ago come into the plan, provided there 
is a great change or turnover. For instance, for every new man that comes into 


_ the plant, one that is not covered, our costs on him will be approximately the 


same if the staff stays fixed as the new ones complete their three year service that 
adds to our cost as far as the company is concerned. 


Mr. Pinarp: How many employees have you on your payroll? 

Mr. GraHam: I could only speak approximately. I would say around 450. 

Mr. Pinarp: How many would you have in your service eligible for 
pension? 

Mr. Grawam: I am sorry I cannot give you the number. 


Mr. Winters: Have the number of employees decreased in 1947, as com- 
pared to 1946? 


Mr. Grauam: Not substantially, they had declined about 20, as I remember. 
Mr. Winters: There seems to be quite a decline in this item shown in 


Mr. GrauAm: What line is that? 


Mr. Winters: That is the salary item, there is quite a difference between 
1946 and 1947, close to $63,000. 


Mr. Braupry: Mr. Graham, is it fair to make the statement that the pro- 
portion of money contributed to this plan by the company would not exceed 
$20,000 a year? 

The Vice-CHairMAN: Are there any other questions? 

Mr. Winters: I am waiting for an answer to my question. 


Mr. GraHam: In the year 1947, you will remember we have shown only 
six months of the total premiums amounting to approximately $12,000. Had 
we included the whole period the figure would have been $24,000, on which 
the company paid premiums amounting to $25,000. 

Mr. Braupry: Is the total premium paid by the employees or the company? 


Mr. GraHam: The company pays for the past service. 
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Mr. Beaupry: And the amount taken off in 1947, was $12,000? 
Mr. Grauam: That is the company’s portion only. 
Mr. Winters: Mr. Chairman, would the witness say on what they base their 


figures with respect to salaries and wages, and what would account for the 
difference between 1946 and 1947? 


Mr. Granam: Well, I will answer your question and Mr. McCallum will 
correct me if I am wrong. Many of our salesmen are paid salary. and com- 
mission. Naturally, if they do less business their remuneration will be less. 


Mr. Winters: But $60,000 less though. 
Mr. Grauam: I would not attribute it all to that feature. 


The Vice-CHAiRMAN: We began this inquiry into pensions just because it 
was introduced as one of the items of cost and then the remaining questions 
were natural ones of interest. I do not suppose it is desired to follow it up 
at any great length. 


Mr. Winters: I was not dealing with this pension scheme at all. 
The Vice-CHAIRMAN: It came in as one of the expense items and these 
questions naturally followed out of it. At any rate, I think we have sufficient 


on it for the moment. By the way, I presume it is the usual three, four or 
five per cent basis in relation to salary? What would it be, can you tell us that? 


Mr. GraHam: Approximately 5 per cent. 
The Vice-CuarrMAn: Is there anything else, gentlemen? 


Mr. Tuarcuer: Mr. Chairman, I have no further questions. I cannot 
find anything objectionable here. 


Mr. Prnarp: There are a few questions that we might ask. 


The Vice-CuarrmMan: I do not think there is anything of an abnormal 
nature and I know that Mr. Mayhew has expressed a desire to get the Vancouver 
people advanced. They have been here and they have been especially unfor- 
tunate, except that they have had an opportunity of associating with the 
Victoria member. 

Mr. Maynyew: That is not true. 


The Vice-CuHairMAN: Even that is not true, but they have been held quite 
some time and it might be well if we could hear them. We have had a pretty 
complete statement from Dominion Fruit Limited and there is nothing abnormal 
about the operation. 

Mr. Winters: It is a very good statement. 

The Vice-CHairMan: I think we would be doing well if we released them. 


’ Mr. Pinarp: We have put practically no questions with respect to 
vegetables? 


The Vice-Cuairman: I realize that you are right about that, Mr. Pinard, 
but it is not an abnormal picture. 


Mr. Monet: In answer to Mr. Pinard I might say that from my examination 
I have no questions to ask with respect to imported celery, cabbage, and carrots. 
In connection with British Columbia apples there was a margin of 5 cents and 
I might have asked a few questions with respect to onions. 


Mr. Pinarp: Yes, the mark-up on onions is quite high. 


Mr. Moner: That is the only point upon which I would have asked 
questions. 
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The Vice-CHarRMAN: Mr. Pinard has a question of Mr. McCallum. 


Mr.-Prnarp: Just along the lines on which Mr. Monet was speaking, in the 
statement which you have prepared, and on the last page, it appears that the 
mark-up was very high on onions. It reached 44-3 per cent during the week 
of February 12. I would like to have some brief comment because it appears to 
me to be very high. 


Mr. Monet: Yes, at one time it reached 51-3 per cent. 
Mr. Prnarp: Yes, and there must be some explanation. 


Mr. McCauuum: Mr. Pinard, in answer to your question, although I have 
not all the details, there happened to be a couple of cars of onions which we 
purchased last fall in Ontario at low prices. We stored them and sold them at 
the market-price at that time. Those onions did not go into western Canada 
but they went somewhere down in this country. I do not know just where they 
went. 


Mr. Moner: They were not sold in western Canada; you sold them to the 
eastern people? 


Mr. McCatium: That is right. I can come back to the next step and say 
that we had to buy some onions back from Ontario in order to sell them to the 


trade in western Canada. 


Mr. Brauporin: I would ask the witness to comment on the fact that I have 
been told in that particular line of business there is a selling practice whereby 
the retailer is sometimes asked to buy a certain amount of produce which is not 
in as great demand as the particular produce which he wants badly. In other 
words, if a man wanted to buy five cases of oranges for you you would tell him 
that he would also have to take so many items of something else at such a price. 
Did you ever hear of that practice of tie-in sales in your part of the country? 


Mr. McCatuum: I do not know anything about that kind of practice. We 
do not practice that. 


Mr. Brauporn: I am not intimating that you are, but have you heard about 
any such practice being carried on by other firms? 


Mr. McCativum: I have in a very casual way heard of tie-in sales. It is 
not a very good thing to do if you want to keep a man as your customer. If you 
have a certain line which is in great demand I suppose through that practice you 
could get rid of some others which are not in so great demand. It might give you 
a reasonable amount of business on other lines that you are in. 


Mr. Brauporn: Do you think if he wants to buy oranges very badly and he 
knows he is going to be forced to buy other commodities that when he gets back 
to his store that he will not try to get the highest possible price for his oranges 
so as to take care of any possible loss he may have on the other things? Do you 
know if that practice is being done? 

Mr. McCativum: I do not know of that practice. 

The Vicn-CHairman: There was an old man with a young wife who went 


into a drugstore to buy perfume and the druggist advised him to buy liniment 
instead. 


Mr. Monet: I am through with the witness. 


The Vicr-CuHarrMAN: I guess we can let these witnesses go. Thank you 
very much, Mr. McCallum and Mr. Graham. 


The Witness: Thank you, gentlemen. 


—The committee adjourned to meet again at 4 o’clock p.m. 
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AFTERNOON SESSION 
May 18, 1948. 


The committee resumed at 4.00 p.m. 


Thee Vicn-CHaiRMAN: Gentlemen, we have a quorum, will you come to 
order please? 


Mr. John Gordon Bowers, Director, Slade & Stewart Limited, Van- 
couver, British Columbia, called and sworn: 


By Mr. Monet: 
Q. Would you give your full name, Mr. Bowers?—A. John Gordon Bowers. 
Q. And your address?—A. Steven’s Drive, Vancouver. 


Q. I understand you are one of the direectors of Slade & Stewart Limited? 


—A. That is right. 


Q. And the address of the head office of that company is Vancouver, 
British Columbia?—A. That is correct. 


Q. Would you give the date upon which this company started its opera- 
tions?—A. I think it was in the year 1929. 


Q. I have here a statement which was supplied by your company which 
shows that the date on which you commenced business was January 10, 1923? 
What would you say about that?—A. I would say that is probably correct 
since the secretary filled out the questionnaire and I was just speaking from 
memory. 


Q. Mr. Chairman, I wish to point out that a questionnaire was sent to 
this company, as it was sent to other trade witnesses, and the answers have 
been given. I now wish to file as exhibit No. 110 the questionnaire answered by 
this company. 


Exuipir 110—Preliminary Information, Fruit and Vegetable Inquiry, 
Slade & Stewart Limited, Vancouver, British Columbia. 


Statement 1 
General Information 


PRELIMINARY INFORMATION—FRUIT AND VEGETABLE INQUIRY 


1. Name of company: Slade & Stewart Limited. 

2. Address of head office: Vancouver, British Columbia. 

3. Date commenced business: January 10, 1923. 

4. Names and addresses of parent affiliated companies: Pacific Gamble 
Robinson Co., Seattle, Wash.; Ryan-Wilson Co. Limited, Victoria, B.C.; 
A. P. Slade (Victoria) Ltd., Victoria, B.C.; The F. R. Stewart Co. Lid., 
Kamloops, B.C.; The F. R. Stewart Co. Ltd., Penticton, B.C. 

5. Names and addresses of officers and directors or partners: J. G. Scott, 
President, Minneapolis, Minn.; Russell Miller, Vice-President, Seattle, Wash.; 
S. M. Corbell, Secretary, Minneapolis, Minn.; C. L. Anderson, Treasurer, 
Seattle, Wash.; A. P. Slade, Director, Vancouver, B.C.; J. G. Bowers, Director, 
Vancouver, B.C. 

_ 6. Location of branches, warehouses and other places of business (includ- 
ing those of subsidiary companies engaged in the fruit and vegetable trade): 
Vancouver, British Columbia. 
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By Mr. Monet: 
Q. I see, Mr. Bowers, that this company has some affiliated companies like 
Pacific Gamble Robinson Company, Seattle, Washington, and there are a few 
others. Can you tell the members of the committee what relation there is 


~ between the various companies?—A. Pacific Gamble Robinson is the parent com- 


pany and the other companies listed—Ryan-Wilson Company, Victoria; A. P. 
Slade, Victoria; the F. R. Stewart Company, Kamloops; and the F. R. Stewart 
Company, Penticton—are all separate companies. The stock of those individual 
companies is owned by the parent company. 

Q. By Pacific Gamble Robinson?—A. That is correct. 

Q. What relation is there between Pacific Gamble Robinson and Slade 
Stewart?—A. Following the same thinking as that contained in the evidence this 
morning I would say that Pacific Gamble Robinson is the parent of Slade Stewart. 

Q. Is Slade Stewart related also to the Gamble Robinson Limited which 


‘carries on business in Ottawa and in the province of Ontario? 


Mr. Lesace: They are brothers. 
The Witness: Following the same theory that relationship would be right. 


By Mr. Monet: 

Q. Mr. Bowers, does the financial statement submitted in answer to the 
questionnaire include all these other companies or just the operations of Slade 
Stewart?—A. It includes just the operations of Slade Stewart. 

Q. That is the information for which you were asked?—A. That is correct. 

Q. Would you tell or describe to the members of the committee the nature of 
the operation of Slade Stewart? Give the general nature and describe the opera- 
tion?—A. It is a wholesale distributor of fresh fruits and vegetables, together 
with some other commodities more or less allied to fresh fruits and vegetables. 

Q. Did you say you handled other commodities?—A. Yes. We handle some 
butter, eggs, cheese, figs, dates, nuts, and a few canned goods—not many. 

Q. Can we take it that the main business of the company concerns the 
handling of fruits and vegetables?—A. That is right. 

Q. To what extent does the fruit and vegetables endeavour constitute the 
total volume of business?—A. That has varied a little in the last few months, in 
fact since the latter part of last year. Prior to the end of 1947 I would say 70 
per cent to 75 per cent of the business was that of fresh fruits and vegetables, and 
the remaining 25 or 30 per cent included all other commodities. Since the first 
of the year that proportion has been changed. 

The Vicr-CHaArrRMAN: The first of this year? 

The Wrrnsss: Since the first of 1948. I would say that now the figure for 
fruits and vegetables would be somewhere between 50 per cent and 60 per cent, 
and the remainder would be allied goods. 


By Mr. Monet: 
Q. Dealing with fresh fruits and vegetables only, Mr. Bowers, would you tell 
the members of the committee whether you deal in domestic products only or 
whether you deal in both domestic and imported produce? When I speak of 


imported produce I mean produce brought in from a foreign country?—A. Yes, 
we deal in both domestie and imported produce. 


Q. What proportion would represent domestic produce and what proportion 
would be imported?—A. Of the total business or just of the fresh fruit and 
vegetables? 

Q. During the remainder of the afternoon my questions will deal only with 
fresh fruits and vegetables—A. Up to the end of last year 35 per cent of our 
entire fruit and vegetable business was domestic and 65 per cent was imported 
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but the percentages have also changed. I am just trying to figure out in my 
head what the percentage would be now after the import restrictions. That 
import figure would be broken down to cover 15 per cent bananas, 25 per cent 
prohibited items, and 25 per cent quota items. The prohibited items have been 
modified slightly, say to 374 per cent, and taking it all into consideration I would 
say that possibly 40 to 50 per cent of our present fruit and vegetable business is 
in connection with domestic produce. 

Q. At the present time?—A. Yes. 

Q. Yes, now how do you handle that domestic produce? Do you handle it 
on commission or do you handle it both on commission and by way of outright 
purchase?—A. Very little of it is handled on commission. Some of it is handled 
on commission but mostly that is done at the request of the growers. 

Q. When you say “very little” how much would it be?—A. Just a few com- 
modities, and when I say “Just a few commodities” that would be hothouse toma- 


toes and strawberries. Those are handled on a consignment basis or on 


commission. 

Q. You would not handle on commission such products as carrots, onions, 
and lettuce?—-A. No, those would be bought. 

Q. Those would be purchased outright by the company?—A. Yes. 

Q. And sold for company benefit?—A. That is correct. 

Q. With respect to this produce sold on a commission basis what is the 
amount of commission which you charge?—A. 124 per cent is the customary 
commission. 

Q. How long have you been in the fruit and vegetable business?—A. Are you 
speaking about my own personal experience? 

- Q. Yes.—A. Thirty years. 

Q. Thirty years, so you must be familiar with the marketing operations both 
in eastern and western Canada?—A. I have never operated in eastern Canada 
but I suppose you could say I had some knowledge of the operation. 

Q. I think it would be very interesting if you would give the members of 
the committee some views or observations on the most important differences 
between the marketing operation in eastern and western Canada?—A. After 
listening to some of the testimony this morning the impression I have is that 
the eastern operator is of the first generation—Johnny-come-lately fellows—and 
in the west they seem to have quite an extensive family tree. 


The Vice-CuHarRrMAN: That was too fast for me. 


The Wrrness: That was not too serious a remark and perhaps I should 
confine myself slightly. I would like to say that I do not know whether I am 
qualified to make a comparison, never actually having conducted an operation 
in the east. If you want my opinion or my impression I will be glad to give it, but 
I feel that perhaps this committee has received impressions in respect to the 
fruit and vegetable wholesalers that may have been conflicting and I certainly 
do not want to add to your confusion. 


By Mr. Monet: 
Q. I do not think it would add to the confusion but I want to know if there 


are any important marketing differences as between eastern and western 


Canada—A. By eastern Canada— 

Q. I will leave it to you. You are the one who knows and I would ask you 
to give the members of the committee the important differences if there are any, 
between the marketing systems in eastern and in western Canada? Let us per- 
haps confine ourselves to the Montreal and Toronto markets—A. My impression 
of operations on the Montreal and Toronto markets as compared with opera- 


tions in western Canada would lead me to say that, as compared with Van-_ 


couver particularly, the main difference is that on the Toronto and Montreal 
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markets a complete distribution service is not conducted by one operator. I 
mean by that statement that someone must receive carload lots at a terminal, 
and in order to get the widest possible distribution smaller quantities have to be 
delivered, displayed, and sold to all retail stores in the city proper and through- 
out the whole area. In the west—I am thinking particularly of Vancouver but I 
think it is generally true in western Canada to the Pacific ocean—that entire 
service is conducted by one operator. My understanding is that on the Toronto 
and Montreal markets that is not the case. They have wholesalers, primary 
jobbers, secondary jobbers, and they split up the operation among several par- 
ticipants. That I think would be the fundamental difference. It is my impression 
of the fundamental difference between the particular markets mentioned. 


Q. Would that difference in the long-run affect the price paid by the con- 
sumer?—A. I do not think anything affects the price paid by the consumer 
except supply and demand. 


Mr. Lesacr: Unless the price is controlled? 


The Wirness: It is a matter of opinion as to whether it would affect their 
costs of operating that service. 


By Mr. Monet: 


Q. I was coming to that as the second question but first I want to deal with 
the consumer. You say it would not affect the price as far the consumer is 
concerned?—A. That is my opinion. 

Q. How would it affect the mark-up of the wholesaler?—A. Again the 
mark-up of the wholesaler depends upon the market price and what he pays for 
the merchandise. I guess there are operators who occasionally buy under the 
market and there are others who occasionally sell over the market, but as a 
whole an operator buys on the market and sells on the market. His price 
fluctuates and his costs fluctuate and therefore his margin of profit must, of 
necessity, fluctuate, » 


By Mr. Lesage: 

Q. Given a certain market price which would be the same in western and 
eastern Canada, if you have more intermediaries in eastern Canada than you 
have in western Canada necessarily the margins taken by each will have to be 
squeezed?—A. I do not understand you. If you had more what? 

Q. If you had more intermediaries?—A. That is right. I did not hear you 
the first time. 

Q. Their margins will have to be squeezed if there is the same spread in 
eastern Canada as there is in western Canada?—A. We are talking about a 
perishable product the life of which is not measured in weeks or months or even 
in days. The life of that produce is measured in hours and regardless of any 
other factor the price paid to whoever is selling depends. upon two things. The 
first factor is whether anybody is selling the same quantity for more or less, and 
the other factor is the quality of the commodity. Let us take for instance a car- 
load of strawberries or perhaps a commodity which is not so highly perishable. 
We could take lettuce—if we can still remember what lettuce looks like—and 
lettuce which is fresh will command one price but lettuce which is two days 

_ old would, of necessity, be sold at a cheaper price. - 


Q. Given the same produce and the same cost, and the same retail price, 
if you have more intermediaries necessarily and inevitably their mark-up will 
have to be lower in the east than it is in the west where there are fewer inter- 
mediaries?—A. That is true, but not for the reason which you have suggested. 
Remuneration should be in proportion to the service rendered. Now if one 
_ party operates a complete service including as it does in the west, service, 
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solicitation, delivery, display, dealer service, merchandising advice,—even to 
suggesting retail prices which will move commodities faster—that service costs. 
a certain amount. ; 

Q. Pardon me, I am not talking about profit I am talking about margin. 
I did not imply that service would be irregular?—A. Unfortunately we cannot 
base prices upon what it costs us for handling, nor can we base the selling 
price on the actual cost of the merchandise. We handle perishable merchandise 
which must be sold today or tomorrow or as quickly as possible and we must 
sell on the market at whatever the market price is. I do not want to be 
repetitious but after thirty years experience I am convinced that in handling 
fresh fruit and vegetables there is only one thing which sets the price and that 
is supply and demand. oe 

The Vice-CHamMAN: Your answer indicates that there is a slight mis- 
understanding between you and Mr. Lesage. 

Mr. Lesace: It is quite all right. 

The Vicke-CHarrMAN: I think there was. 

Mr. Lesace: No, no. 

The Vicue-CHairman: Mr. Lesage at one stage asked what would be the 
situation with regard to the mark-up and these questions followed afterwards. 
I do not understand that the aim of the questions was to elicit whether the 
price was affected by mark-up but rather whether mark-up was affected by 
more or fewer intermediaries. 

Mr. Lusace: Yes. 

~The Vicu-CuairmMan: Personally I thought if you had the same set of 


conditions at the end as you had at the beginning it would only be a matter 
of arithmetic to say that more intermediaries would be bound to affect the 
mark-up. The intermediaries could not all get the same spread if the selling 


price was immovable. 


Mr. Lusacm: Yes, and I think the witness agrees. It is because they split 
the various services that they take their mark-up. 


By Mr. Monet: 


Q. This service about which you speak would, I understand, cause you 
to take a larger mark-up than those who would not give that service? Would 
that be right?—A. I would say your general ideas of merchandising are based 
upon what it costs you to do business. We do some business, very little, whereby 
the retailers call for and haul away their own merchandise. Our ideas of price 
to those fellows would not necessarily be the same as in the case where we 
solicit the business and deliver the merchandise. There are a number of things 
that enter into it. 


Q. That is why I wanted to point out the difference-——A. We are confusing 
the issue. I hear the expression “mark-up” quite often here but I never heard 
it in the industry until price controls came into effect during the war years. 
Mark-up was the expression used in connection with fruit and vegetables in 
lieu of the expression “ceiling prices”. A ceiling price is pretty hard to apply 
because of the fluctuations in the market when supplies are heavy as against 
seasons when supply is short. The imposition of ceiling prices to perishable 
products would have been very difficult and mark-up was used in lieu of specific 
ceilings at that time. The merchandiser or the operator is not particularly 
concerned with mark-up. He tries to conduct a service and he tries to be paid 
for the service which he renders. He tries to make a profit, a reasonable profit. 
He does not try to buy merchandise cheaper than anyone else or sell it for 
more than anyone else, he tries to buy good merchandise, tries to distribute it, 
and tries to see that the grower gets a sufficient amount to pay him for the 
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growing. The merchandiser does all that with a selfish interest because, if he 
does not, the grower will perish and the merchandiser will get no supplies. The 
merchandiser also tries to see that the price to the consumer is low enough that 
the goods will move into consumption freely. The merchandiser must watch 
the intake and the outlet and he tries to perform an economic service and he 
tries to be paid for that service. 


By Mr. Lesage: 


Q. All those factors enter into the establishment of the market price do 
they not?—A. Generally, yes. 

Q. Yes?—A. Generally you are conducting a service that costs so much. 
Let us say that it cost 12 per cent to do business. You are dealing with 
a commodity that is perishable and you are going to have to absorb some 
shrinkage and you are going to have to sell some merchandise at less than 
it costs. Even when you unload a car you have to sell some of it at less than 
cost. It is not very long ago that I dumped four carloads of bananas. I never 
sold one pound nor did I recover from the shipper. Your general over-all 
picture is such that you say to yourself “here, I'am going to do so much business 
on this market”. It is costing you so much—we will say 10 per cent or 12 per 
_cent—it depends on the type of business which you are doing. You say to 


* 


yourself “I need a mark-up of 3 per cent or 4 per cent or 5 per cent”. That 
is the general. picture. 

i Q. Generally?—A. Yes. 

Q. There are other factors—there is the law of supply and demand—and 
other factors which affect the cost?—A. Yes. 

Q. In a general way?—A. That is right. 

: Q. And generally cost enters into the establishment of the market price 
together with the law of supply and demand?—A. I agree. 

ft Q. It is because, you said a moment ago, of the law of supply and demand— 
A. —which sets the day’s market. 

Q. The day’s market, I agree, but cost does enter into the general trend 
of the market?—A. In the over-all plan the market is based on something 
fundamental, I agree with you. 

, @. So you may have been taking a larger profit on account of that very 
condition, the market situation; but for a certain period, over a certain length 
of time, let us say a month or so, the trend of costs of produce has nothing to ao 
with the establishment of prices?—A. Yes. However, you. can carry your 
argument on further. I don’t want to prolong this but you can carry it on 
further. 
K Q. Well, you can’t — 

The Vicn-CuHairMAN: Wait a moment. Let him answer. 

i Mr. Lesace: I say, you may. 


Pr The Witness: Yes, you may. You can say that cost declines because 
of supply and demand, the supply is overtaking demand and that is the natural 
thing, that as soon as supply overtakes demand prices go down and it affects 
production as well as it does the price at the terminal market. 


a 


th By the Vice-Chairman: 
~ _ Q. I suppose the cost of your doing business, the necessary cost of your 
doing business, does have an influence on price in the sense that if you 
don’t get enough to get along on you will have to get out of business and that 
will affect the supply and demand position and consequently affect price and 
‘the convenience to the public of your doing business will be withdrawn if you 
do not get enough money to make a living. In that way I suppose it can be 
‘said that cost does affect price—A. I think that is true. 
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Q. It might take quite a while for you to break down and get out along with - 
your facilities, but you would not suggest that would not influence prices, would 
you?—A. You mean, unless someone else has a little more confidence? 

Q. Well, let us say they are not willing to benefit from your experience.— 
A. No. Unfortunately, they have to learn from their own experience. You 
don’t learn this business out of a book. 


By Mr. Monet: 

Q. Now, Mr. Bowers, how do you make your purchases; where do you buy 
your produce from, I refer to your domestic produce?—A. We buy mostly 
direct from the growers or the growers organizations. In British Columbia as 
you probably know there are provincial marketing boards who have control of 
certain commodities and that is the main source of supply. 

Q. To what organizations are you referring?—A. Well, B.C. Tree Fruits 
has a provincial marketing board which controls fruits, and also certain produc- 
tion in the Fraser Valley. That applies to apples. There are two vegetable 
marketing boards in British Columbia, one for the interior and one at the coast 
and they control the supply of commodities such as potatoes, onions, and some 
other root vegetables such as carrots, beets and turnips. This last few months 
we have bought most of our domestic supply through these provincial marketing 
boards. 


The Vicn-CHairMAN: These growers organizations are established by 
provincial law; isn’t that right? 


The Witness: That is right. 


By Mr. Monet: 


Q. Now, do you store any fresh fruits and vegetables?—A. Very little, 
occasionally we store potatoes, onions and some root vegetables. 

Q. When you say small quantities, how much would that be?—A. Well, 
onions for instance, they may insist that you buy onions. 

Q. When you say they insist, do you mean the growers?—A. It is sold 
through the provincial marketing agencies. You have your own source of. 
supply of that particular commodity. You buy these onions at the end of the 
harvest season, say in October probably and put them in storage to use them 
in January, February, March and April if they keep that long. You inspect 
them weekly, but unfortunately due to growing conditions and possibly storage 
conditions sometimes you have to sell them all before that time. There are times 
when they keep over better. 

Q. Well, then am I to understand that by the end of October you would 
- have in storage your full supply of onions, sufficient to take care of your demand 
for weeks and months to come?—A. We might put enough onions in storage at the 
end of October or November to last us six or eight weeks but we would not use 
those onions until other onions have disappeared from the market. We would 
continue to buy onions from day to day as we went along and when the current 
supply of onions was exhausted if those onions we had in storage had held 
up we would bring them out and sell them, and they might run us into January, 
February or March. In the meantime, if they had not held up, we would have 
been forced to sell them. 

Q. The ones you put in storage in October and November you do not take 
out to supply your customers, you deal with the onions that you could get in 
the market from day to day; is that your answer?—A. As long as those onions 
are in storage. 

_ Q. Well then, coming back to this question of onions and increases in 
price, I suppose that you get the benefit of any increase in the price on these 
onions which you put in storage in October or November; I mean by that, the 


PRICES — 3013 


benefit goes to you, not to the grower; would that be correct?—A. No, that 
_ would not be entirely correct. I told you that we continue to buy onions from 
_ the grower, or from the marketing board, as long as they have them to sell. 

~ —-« Q. - But you already have your supply.—A. We have a supply which we 
- intend to use in the spring but we continue to buy as long as they give them to 
us. I think probably the first onions we bought were around $60 and the last 
were around $9. 

Q. Could you tell the committee whether the supply you had in storage the 
middle of November was large; could you give us some information on that?— 
A. Off hand I think we probably had 10 cars in storage. 

Q. And they were purchased for storage purposes?—A. I think that is right, 

Iam not sure. 

Q. Well, we are dealing with storage onions. What I want to know is 

whether you had any in storage on November 17, any substantial quantity of 
_ other vegetables the same as you had onions?—A. No. : 
Q. You just had the onions in storage at the end of October?—A. We may 
have had a few potatoes in storage. Even at that time of the season we start 
storing potatoes in British Columbia and we try to get some of the better varieties 
from some of the better areas to see us through until spring. We may have had 
- some potatoes in storage at that time. I don’t recall. I do recall that we had to 
sell them before we intended to because they were shrinking very rapidly, as 
high as 15 to 20 per cent. 

Q. Can you give members of the committee the approximate amount of 
potatoes you had by the middle of November, 1947, in storage?—A. I can guess— 
_ 10 or 15 cars. We put some in storage after that. 

: Q. How many bags of potatoes are there in a car?—A. 300. 

Q. Of 100 pounds each?—A. Yes. 

Q. Now, Mr. Bowers, will you tell members of the committee how the 
company, Slade and Stewart Limited, and its associated companies can be 
compared to other companies as to the importance of its business? Is Slade and 
Stewart considered one of the largest companies in Vancouver?—A. Yes. 

Q. Can you tell the members of the committee also if the competition on 
the Vancouver market is keen; is there keen competition in your trade?— 
A. I would not know any definition for competition except keen. 


The Vice-CuarrMAN: But still there is competition which is less keen than 
other competition, isn’t there? 
The Witness: I do not know. I have never found any other kind. 


The Vicn-CuatrMAN: Oh well, but the word competition and the expression 
keen competition are not the same thing, are they? 


The Witness: I am sorry I can’t change my answer, it is still keen compe- 
tition. That is still my opinion. Let us put it this way, unless you wish to get 
really academic about it; I would say that if you are interested in competition 
on the Vancouver market, we have various classes of competition. There are 
other firms similar to ours. I think there are six of us who are in the same block 
and we are all on Morris Street. 


Mr. Monet: Oh, that is the place where they all get together. 


The Wirness: There are others who operate who do not have a chance to 
~ make full coverage of the cream of the market. We have several operators 

down on Pender Street; and I guess we would have at least 30 Chinese whole- 
salers in Vancouver. Now, you can only say a thing is good or bad, keen or dull 
_ by comparison, and I think if you ever had a Chinese operating in competition 
~ you would know that the definition which applies is keen. 


5. 
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By Mr. Lesage: 
Q. Is your company a large company?—A. We are the largest individual 
operators. I think that would be a modest statement. 
Q. Could you tell us what portion of the business you handle in Vancouver? 
—A. I can estimate it, yes. It would fluctuate. I would say about 30 per cent. -— 


By Mr. Monet: 

Q. Would you agree with me, that was the sense of my question, the more 
competition there is when the supply is low and the demand is large the more 
prices would go up?—A. Well, I would not agree with that. Sometimes the less 
competition you have under those conditions the more apt prices would be to 


go up. 

Q. Well, if there is a large demand and a small supply is it not a fact that 
~ because many people want the goods the price is likely to go up?—A. Oh, that 
is inevitable. 

Q. That is what I am asking you—A. The larger the demand and the shorter 
the supply the higher the price goes. 

Q. That is all I am asking you. That is why I asked you if competition on 
the Vancouver market is not very heavy?—A. I do not understand you. 

Q. The word I should have used is “keen”. 

Mr. Kuut: Is not the effect of demand to send prices up when supply is 
short; and, is not the usual effect of competition to bring prices down? | 

Mr. Moner: If the supply is short and the demand is large it tends to send 
prices up. That is the logical thing, is it not? 

The Wirness: I would say in the fruit and vegetable business there are 
only two kinds of operators; the keen and the dead. 

Mr. Monet: Let. us forget the word keen, Mr. Bowers, if you don’t like it; — 
just answer my question: if there is a limited supply and a large demand and 
considerable competition, is it not a fact that the result of that will be that 
prices are likely to go up? iti 

The Wirness: The answer to that is, yes. 

Mr. Prnarp: From what you have told us, Mr. Bowers, you are one of the — 
largest operators in Vancouver, you have said that you handle about 30 per cent 
of the sales. That being so, could you not give a lead to the market in the field 
of determining the price? 

The Wirness: I think the smaller operators, or some of them, would be 
inclined to follow the operations of larger concerns whom they considered sound, 
not necessarily simply because it is ourselves. 


By Mr. Monet: 
Q. Now, Mr. Bowers, I want to examine the statement which you filed in 
answer to my questionnaire, and I would refer you to statement 4. Would you 
please tell us the total amount of your sales for the year 1989?—A. $2,708,000. — 
Q..And the same question for the year 1947?—A. 7,069,000. 
Q. So there would be an increase, according to my calculation, if it is correct, © 
by about four times?—A. That is right. j 
Q. Now, I notice that your operating profits have increased substantially, 
they are as low as $12,157 in 1939, and they have increased to $212,834 in 1947; — 
is that correct?—-A. I haven’t the figures, the percentages on that. ; 
Q. I am asking you, just a moment, isn’t that correct?—A. Yes. 
Q. $12,000 to $212,334 in 1947?—A. That is right. 
Q. And coming down to the net profit of the company, in 1939, it was $7,830, | 
as compared to $116,809 in 1947?—A. That is correct. 
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Q. How do you account for that substantial increase in your net profit as 


between 1946 and 1947; your net profit in 1946 was $75,753 and in 1947 it was 


$116,809. Can you give us some explanation of that?—A, The explanation has 
already been given. I think you will find that the percentage in 1946 was low 
and in 1947 it was up 1-6 per cent. As between those two figures, the basic 
reason for the dollar increase is because we have done more business, we have 
had a larger volume of business. 3 

Mr. Lesage: Also, there is less taken out of profit for taxes in 1947 than 
in 1946. That would appear to be the main cause of the difference. 

The Wirness: That is right, it is up approximately 1 per cent. You will 
notice the tax rate is much lower for 1947, because of the modification im the 
excess profits tax. 

Mr. Pinarp: But you did not have the same difference between 1945 and 1946. 

The Witness: There is just a slight increase as against 1945. 

Mr. Pinarp: That is what I say. 

The Vick-CHAinMAN: Your volume of business is shown in dollars as rising 
from $6,000,000 something to $7,000,000 something. Do those figures indicate 
the correct measure of the volume of business, or is the increase somewhat due 
to increase in prices? 

The Witness: Part of it is due to better prices. 

The Vick-CHAIRMAN: Volume also is greater? 

The Wirness: The tonnage also has been greater, that is right. 

Mr. Mayuew: Is this a consolidated statement for all your compaines? — 

The Wirnesss: No, it is just our own. 


By Mr. Monet: 


- Q. Is that only for fruits and vegetables, or does that include all Parutnaee 
you handle?—-A. That is for all our commodities; however, I think it is proper 
for me to say at this time—I noticed this morning that there was some confusion 
about the sales of another company. Now, our sales as showm here are sales 
to the retail trade. . 

Q. To the retail trade only?—A. Yes. 

Q. It includes no transfers?—-A. No, nothing sold to other jobbers or other 
affiliates. That would not appear in this. However, any profit made on these 
sales would appear on the gross profits. 

Q. But you mentioned earlier in your evidence, Mr. Bowers, that your 
company was also handling such things as butter, eggs and other commodities. 
I want to know with respect to your statement No. 4, does that include every- 
thing you handle in your company as well as fruits and vegetables?—A. It 
includes all commodities. 

Q. Would you also explain the increase of something like $91,000 under 
the heading of operating expenses in the middle of the page? Can you tell us 
of what that increase is made up?—A. No, not without an extensive breakdown. 
You see, we have a number of items involved in that other expense. One thing 
I know would be deliveries, which of course is included in that item; our delivery 
costs rose because of union contracts and drivers of these trucks and we had to 
adjust our delivery expense to offset that. That would be one of the reasons for 
the increase. The percentage of these deliveries in operating expenses in relation 
to volume is 4:1 in 1946 and 5 per cent in 1947, a difference there of almost 
1 per cent. How it is made up I cannot tell you offhand. We have had, as 
Mr. McCallum mentioned this morning also, a pension plan which has only 
been inaugurated within the past few years, but what the cost to the company 
of that I do not know. 

Q. Was it operating in 1946?—A. It was operating in 1946, as well as in 1947; 
however, the cost in 1947, has been greater than it was in 1946. 
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By the Vice-Chairman: | : 
Q. And there is a rise there from 184 to 206 to 259 to 350; in these las 


four columns somewhere would be the first payment on this pension plan; is — 


that so?—A. I think that is true; although it went up by fairly nearly equal 
steps, I think you have 206, and so on. I think our setup is a little peculiar 
on that. pension plan in that the company is permitted to contribute a certain 
amount of their profits, a certain percentage of their profits each year and 
to spread it over a few years to pay for past services; therefore, the contributions 
of the company each year would have some relationship to what the statement 
showed as profits each year. In other words, it would not have been completed 
in one year. 

The Vick-CHAIRMAN: I see. | 

Mr. Lesace: Have you the percentage worked out for 1944 and 1945? 

The Wirness: The percentage of what? 

Mr. Lesace: Of other operating expenses? 

The Witness: Yes, I notice it here. It is 3-9 in 1944, and 3-6 in 1945. 


By the Vice-Charman: 


Q. Now, the effect, just following that question, if I get you correctly, of that 
profit sharing scheme in its nature is kneaded into the pension plan, worked 
into the pension plan; is that a true statement?—A. No, I do not think that 
would be correct, Mr. Maybank; the company is I understand it, and I am not 
too familiar with it, but it is worked out by—I do not know whether it was a 
percentage of profits applied in there to pay for past services for pensions— 
the pension is not a profit sharing plan, if that is what you mean. 

Q. I see. What it amounts to is this, that the premium is fixed and you 
are permitted to pay half of the premiums out of profits and they are exempt 
from taxation?—A. The pension plan is under the government. It is just a 
matter of financing. 


By Mr. Monet: 


Q. Now, Mr. Bowers, would you take another look at that statement 4. 
I want to point out that the gross profit as a percentage of sales has fluctuated 
between the low of 11 per cent in 1944, and a high of 14 per cent in 1942, being 
13-2 in 1947; that is correct, is it not?—A. Yes, that is right. 

Q. Now, some previous witnesses from Toronto indicated that their margin 
of gross profits to sales were under 10 per cent— 


Mr. Lesage: Gross or net? 


By Mr. Monet: 


Q. Gross profit. Would you tell members of the committee if you in 
Vancouver require that gross profit margin, percentage of gross profit to sales, 
which is higher than what they have in Toronto; and if so, why?—A. I do not 
think there would be any difference because of the geographic location but if the 
amount of service rendered in Toronto is less than the service rendered in 
Vancouver that would create a difference all right. My impression is, and I may 
be entirely wrong, that some of the operators, in Toronto at least, do not 
conduct a full service. 

Q. That brings us back to some of the different services which you described 
earlier in your evidence?—A. That is right. 

Q: Which would cause your company to take a wider margin than that 
taken by some of the operators in the east?—A. It would not be because of our 
geographical location but it would be because of the service. 


a 
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4 Q. The kind of services you described to the members of the committee a 
few minutes ago?—A. Yes. 
, 


(Mr. Mayhew took the chair.) 


Mr. Lesace: Are you leaving that page, Mr. Monet? 
Mr. Monst: Yes. 


By Mr. Lesage: 


Q. Before you leave it I am looking at this line under the heading “miscel- 
Janeous income”’.—A. Yes, I have that located. 

Q. Now how is it that is a smaller figure in 1947? It is the smallest figure 
of all—A. That “miscellaneous income” includes items such as suspense, which 
we call credit awaiting recovery, railroad claims, and items which are not 
capitalized until the money is collected. There are only a few of those items 
such as railway claims, bad debt collection, and such things. There can be 

fluctuations each year. 
Q. What about interest paid? This year you seem to be paying a huge 
amount of interest?—A. Where do you see that? 

Q. It is $3,000 this year?—A. That is right. I guess we had to borrow. 
more money. 

Q. Because of the higher volume handled?—A. That is right. 


By Mr. Monet: 


Q. I would like you to turn to statement No. 5, Mr. Bowers, and I. wish 
to point out the fact that during November and December of 1947 the eross 
profit was substantially higher than in the corresponding months of the previous 
year. How do you account for that fact?—A. The month of December is not a 

~ month upon which you can base any comparison even for one year against the 

_ next. In our operations we set up a merchandise reserve monthly as we go 
along, just the same as we set up a bonus reserve for employees who work on 
bonus. At the end of the year bonuses are paid, inventories are taken at price 
or cost—whichever is the lower—and reserves are cleaned up. Our actual 
profit for the month of December would be distorted -for the reasons which I 
have just given. 


By Mr. Lesage: 


Q. What about November?—A. The percentage of gross profit shown in 
November would indicate we got a higher profit. 

: Q. I agree but how do you explain that? Why did you take a higher profit 
in November? There is quite a jump there—A. I guess the market afforded us 
the opportunity to take that. 

Q. And you grabbed it? 


By Mr. Monet: 


Q. In November for instance, if you will look at column 3 you will see that 
your percentage of gross profit to sale was 17-1 per cent as against 12-1 per 
cent for the corresponding month of the previous year?—A. That is right. 

Q. Would you not consider that a substantial increase? That is an 
increase of 5 per cent?—A. Are you looking for something wrong with the 
figures or are you looking for what might have happened to cause that differ- 

_ ence? Perhaps the month before might have been the month when I dumped 
_ the four cars of bananas. Maybe in this month I had no shrinkage at all. 
You would have to have quite a breakdown before you could establish exactly 
what the difference meant. 


a. 
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Q. I do not think I need to answer you with respect to your question as’ | 


to whether there is or is not anything wrong. That may be up to the members 
of the committee but I do not think that even they will consider whether it is 
right or wrong. I want you to answer my question when I ask whether you 
do not consider this is a very abnormal increase? I am referring to the 5 per 
cent increase in the percentage of gross profit to sales between November 1946 
and November 1947?—A. No, I do not consider there was anything abnormal 
about it. 

: Q. You do not think so?—A. It might occur at any time. If we take the 
month of July 1946 the statement shows the figure as being 14 point something 
per cent, and in July 1947 #he- igang sts 12-4 per cent. There might be a varia- 
tion at any period. ee 

Q. Would you take any of the months of 1947 and tell me if you find 
one which shows an increase to the extent which is shown in November 1947?— 
A. There is no month that shows that much profit. I would give you another 
factor that might affect the situation. We might have made a mistake in taking 
the inventory either at the close or the beginning of the month. 

Q. I am not going to assume, Mr. Bowers, we are not here for that, but 
would you tell us if that is what did happen?—A. No, I am only offering an 
explanation. You are asking and I am giving you some information as to 
what might have happened to cause the difference. 

Q. But you do not know whether it is caused in that way or not?—-A. No, 
I know those things have happened but I do not know in what months. 


Mr. Lesace: If we look at the price and the mark-ups on oranges and other 
things after November 17— 


Mr. Monet: I think you will find the answer there. 
Mr. Lesace: The answer is there. 
Mr. Monet: Yes, I know. 


By Mr. Lesage: 


Q. In November and December 1947 you said you were given an oppor- 
tunity of securing higher mark-ups and you took that opportunity?—A. I beg 
your pardon, I do not believe I said exactly that. 

Q. You said that you were given an opportunity?—A. I said the market 
ae an opportunity probably for higher mark-ups and we apparently 
took it. 

Q. And the market afforded that opportunity immediately after November 
17, did it not?—A. Yes, I would say that would be a very contributing cause 
to the increase. ; 

Q. It was not the cause, because the announcement on November 17 was 
th occasion for the trade to take higher mark-ups without any reason whatever? 
—A. Are you asking me a question or making a statement? 


Q. I made the statement and I ask you if it is not correct?—-A. No, in my 


opinion. it is not. : 
Q. Why is it not correct, and how is it not correct?—A. Just exactly— 


would you mind rephrasing the statement? Perhaps I did not get it exactly | 


right? 


Q. The announcement of November 17 did not have any physical effect — 
on the market right there, on November 17?—A. I disagree with that. I say it © 
did have a physical effect on the movket. It immediately cut off the supply of 


certain commodities and there were >9 more supplies of that kind. 


'Q. Yes, but on certain commodities there was still some supply at the same 


price—for instance oranges? 
Mr. Kunu: That is a matter of fact. 
- Mr. Lesace: I am asking the questions. 


¥ 
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The Wrrness: I do not recall the exact market on any date with respect to 
any particular commodities but we have the record here. 


By Mr. Lesage: 


Q. Yes, we have the record here and in the case of oranges imports were 
going down?—A. I beg pardon, we have no such record. You have a record there 
of the cost and the selling price of size 288 oranges but you have no record of the 
cost and the selling prices of the others. 

Q. We have the price of 288’s?—A. Yes, with that I agree. 

Q. With respect to those oranges the cost to you was going down?—A. I do 
not know, without referring to the record. 

Q. I have it here in front of me?—A. That is right. 

Q. And yet the price increased?—A. When? 5; 

Q. On November 27, to $5.75?—A. All right, on November 6 the price 
was $5.75. 

Q. It was $5.37 as I have it here?—A. I guess I am out one line. On 
October 18 the price was $5.75. 

Q. Yes, but I am speaking of the dates around November 17—A. I am just 
trying to reconcile my figures. I think I must be out one line. I have it now. 

Q. The cost of the oranges was going down?—A. The cost of 288’s was down. 

Q. The price to the retail trade was going up?—A. That is right. 

Q. And the occasion for such an increase was given to the wholesale trade 
on November 17? It was not the cause but it was an occasion to take an 
increase?—A. No, I do not agree with that, if you are asking me. 

Q. I am asking you. The cost was going down and the occasion for higher 
mark-ups was there?—A. Maybe I can explain it in my own words if you would 
like me to do so. 

Q. Do that.—A. If I am going to drive from here to Toronto and make 


an average speed of 40 miles an hour, obviously at some point I will have to 


slow down to go through towns and I will have to slow down if I get behind 
traffic jams. I must of necessity go 15 or 20 miles an hour in some places and 
therefore there must be other places at which I must travel 50 or 60 miles 
an hour. 

- The Actinec CHAIRMAN: There must be some place where you must go below 
that speed. | 


The Wirness: I perhaps keep a pretty good eye on the rear-view mirror. 
If you insist that I confine my observations to oranges— 


By Mr. Lesage: 


Q. That is all right, it is the same answer as that given by Mr. McCallum 
this morning.—A. Not exactly. 

Q. Iam talking about oranges size 288. 

Mr. Kuut: Let the witness finish what he was saying. 

Mr. Lesace: Mr. Kuhl, would you please allow me to finish? 


By Mr. Lesage: 


Q. I am talking about 288’s—A. In the light of the comparison of the trip 
to Toronto you are insisting that I tell you at what speed I drove at a point 
50 miles from here. It is quite true that the cost of 288’s was going down but 


we advanced the price higher than it was either before or after that particular 


time. 

Q. But the occasion for the advance in price on the market was the 
announcement of November 17?—A. No, it was not. 

Q. It was not?—A. No. 
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Q. The announcement of November 17 had nothing to do with the market 


price of 288 oranges around that date and after that date?—A. It may have been — 


a contributing factor but it was not the reason. 

Q. It was not the reason?—A. No. You have picked out a particular size 
of oranges on a specific date and I admit freely that we took higher profit on 
those than we did on other sizes, and the price of that particular size may have 
been higher than either before or afterwards, but at the same time we were 


selling those oranges at less than we were selling them the year before, or five . 


years ago when we were controlled by the price ceilings of the Wartime Prices 
and Trade Board. 

Q. I completely agree—A. Therefore, if you are trying to imply that the 
profit is unreasonable I would say there is nothing unreasonable about it. In the 
over-all picture that was the place where we should have gone 60 miles an hour. 

Q. If you had known the reason I was asking those questions you might have 
answered them more freely. It has been said here many times that the increase 
in fruits and vegetables immediately after November 17 was due to the 
announcement of November 17 and that the increase had no relation to cause 


or effect.—A. I do not believe that I said that. 
Q. No, but others have said it and I wanted you to contradict the statement 


and you have done so. 

Mr. THatTcHER: Yes, but— 
Mr. Lesace: Yes, but—that is Mr. Thatcher again. 
Mr. McGrecor: Is it not a fact the market price went up because there was 
much less produce on the market and it had to go up? 
Mr. Lesage: The cost was down. 
Mr. McGrecor: That may be so on oranges, just for the time being. 
Mr. TuHatcusr: Mr. Bowers, would it just be coincidence that your profits 
were $60,000 in the last two months of 1947 as compared with $19,600 in 1946? 
Would it be coincidence? 

The Wirness: Where is that? 

Mr. THarcuer: On statement 5. 

Mr. McGrecor: Let us settle these things one at a time? 


Mr. Tuatcuer: This is right on the point. Mr. Bowers suggested it may not 
have been government policy which resulted in those profits? 

Mr. Lesacre: No. 
Mr. Pinarp: Not in so far as 288 size oranges are concerned. 
Mr. McGrecor: Mr. McCallum at least gave evidence to the contrary. 
Mr. TuHatcuer: Mr. Bowers said government policy might not have been 
responsible. 
Mr. Lesacn: It was not. 
_ Mr. Tuarcuer: What was it? I notice the profits are three times as high 
this year immediately after the embargo was imposed than they were a year ago? 
That cannot be coincidence? : 


Mr. Lesacre: You had better keep your coincidences for Moose Jaw. 

The Wirnuss: I cannot reconcile your statement with the figures. Where 
does it show the profit as being three times what it was the year before? 
_ Mr. Tuarcuer: On statement 5. Take November and December figures. 
You have $28,000 and $31,000 in November and December? 

Mr. Monet: What column? 

Mr. ‘THatcuer: Column 5, operating profit. That is $60,200 for November 
and December as against $19,200 for the same period the year before, which 
means that the profits were three times the size they were a year ago. I am not 
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blaming you, Mr. Bowers, but I am suggesting you-were able to take a very much 
higher price as a result of the shortage created by the import and export embargo. 


The Wirness: If that is what you are trying to prove you are looking at the 
wrong column. Let us look at the gross profit. 


Mr. Lesace: Yes, the gross profit to sales. 


By Mr. Thatcher: 


Q. I am looking at the operating profit and if I have not suggested the reason 
for the increase would you tell the committee what the reason is?—A. It is very 
easy. 

Q. I am glad of that.—A. You are asking why the net profit was higher? 

* Q. Three times what it was a year ago?—A. I could get a pencil and recon- 
cile these figures for you. The expenses were higher to start with. If you will 
look at the column showing the operating expenses you will see that is part of it 
and the gross profit on merchandising is part of it. 

Q. The expenses are higher in 1947?—A. Yes. 

Q. Than they were in 1946?—A. Yes. 

Q. That would make your operating profit less and you are worse off than 
you were before? . 


The Actina-CHAIRMAN: The embargo was imposed on the 18th of Novembe 
so more than half of November was gone. 


By Mr. Thatcher: 


Q. That would make the figure even less—A. In comparison, when you are 
talking about profits three times as large, and if you want to talk about merchan- 
dising profit in terms of times as large— 

Q. No, but your operating profit is three times as great as it was a year ago 
for the same period, and I have suggested a reason for that but it was not your 
reason. Now I could be wrong, and if so will you tell me?—A. One of the reasons 
is that we had more business. There was a bigger volume. 

Q. Not very much?—A. $700,000 more. 

Q. How much?—A. $746,000. 

Q. I am talking about November and December. 


Mr. Monet: That is about 42 per cent. 


By Mr. Thatcher: 

Q. $62,000 worth of additional business would not account for that difference. 
It is pretty obvious that you made much _ heavier profits in November and 
December as compared with the period a year before?—A. The figures speak for 
themselves. 

Q. Yes, but not in the manner in which you have explained the situation. 
The figures show you made profits in a good many months and when the export 
embargo was imposed you were able to take even heavier profits. 

Mr. Lesacr: They were given the occasion. 

Mr. TuHatcuer: Yes, they were given the occasion. 

Mr. Pryarp: The witness did not say that the embargo prevented him from 
making profit, He is not going that far. 

Mr. THAtcHeER: It allowed him to make heavier profits. The witness sug- 
gested that was not the reason but I suggest it was the reason. 

The Witness: I think I am a little out of my field at the moment. I am 
trying to confine myself at this time to the merchandising operation and I feel 
that I am sort of out of place in the argument. 

Mr. Pinarp: If Mr. Thatcher would stop talking politics he could confine 
his attention to the figures. I think that is what the witness means. 
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The Acrinc Cuairman: You have to be a little bit fair about this. 


Mr. Tuatcurr: All right, just a moment, Mr. Chairman. Mr. Lesage made ef 


a statement and I am just refuting the statement. 


The Actinc CuarrMaNn: This is not a debate after that fashion. If you 
want to ask the witness questions ask them, and I think we ought to be fair. 


By Mr. McGregor: 


Q. After November 20 when the embargo went on, the cost price of oranges 
went lower after that date did it not? And after that date your supply was cut 
50 per cent?—A. Yes, the embargo was imposed on November 17. 

Q. And you still purchased oranges for less money?—A. That is right. 
We had no control over the supply and demand on the market and we pay 
whatever the market is. It is true that at that point production declined and it 
is true that in terms of market the price advanced. 

Q. You bought oranges for less money and you sold them for more money ?— 
A. I object to the term oranges because there were oranges for which we paid 


more and which we sold for less, but in connection specifically with the 288’s we 


bought them for less and sold them for more. 

Q. All right, now would you say that increased price for those oranges was 
not caused by the fact the embargo was imposed?—A. Yes, and I would like, 
gentlemen, to confine my testimony to my merchandising operation. I am not 
particularly interested in pulling chestnuts out of fires because I have too many 
to pull out for myself. 

Q. That is quite right, but let us get this clear. Other firms represented 
here have said that the reason they got higher prices was because there was less 
of the particular commodity available on the market. Is that right?—A. 1 do 
not know; it may have been true on other markets. 

Q. Then what was the reason that you got more for your oranges after 
November 20? Why did you receive more?—A. Because at that time there were 
288 size oranges being offered on the Los Angeles market at so much and we 
paid the price. 

Q. There were less oranges on the market?—A. On what date? On a 
specific date? 

Q. After November 17?—A. That has been quite a long period. 

Q. Let us deal with the period right after November 20 down to December. 


The Actinc CuarrMan: I think you are confusing the situation a little bit. 
The supply of oranges was greater—that is where oranges are grown but our 
supply here was less because we were on quota. 


Mr. McGrecor: That is the point I am trying to make. When you were 
put oe you bought oranges for less money and you sold them for more 
money ? 


The Acting CHatRMAN: One particular group of oranges. 


By Mr. McGregor: 


Q. By virtue of the fact that oranges were not on the market you got more 
for them?—A. On what date? 

Q. Let us say ‘November 27?—A. On November 27 there were probably 
less oranges on the market because after November 17 we were on a quota 
and could only buy them on a quota. Inasmuch as ten days had elapsed by 
November 27 the effect would then be felt in the terminal market. If you want 
my opinion I think there were probably fewer oranges on the market on 
November 27. 


Mr. Irvine: That is the story. 
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Mr. McGrecor: The reason you made $2.60 a case on oranges on Novem- 
_ ber 27 was because the embargo had been put on? 


a The Wirness: No, absolutely not. It was because the market for that 
_ particular commodity, that particular size of oranges, was so much. The reason 
_ for the market price might have been weather conditions, or a number of other 
things. 
Mr. Irvine: It might have been those things but what was it? It might have 
been a thousand things? 


The Wrrness: I am sorry, my memory is not sufficiently good to remember 
all the conditions on the Vancouver market as of November 27. I was too 
interested in knowing what was going to happen to my own business. 


By Mr. McGregor: 


Q. What was the quota on November 17?—A. On citrus fruits? 

Q. On oranges?—A. There was not a quota on oranges. There was a quota 
_ on a number of items and the quota was 50 per cent of your importations during 
_ the basic year. 

Mr. Lesace: But not for November? It was not 50 per cent for November? » 
The quota was for a full three-month period from November 17 to December 
381, so there was no shortage and the embargo was not felt until the 31st of 

December. 


Mr. Kun: There was an anticipated shortage. 
(Mr. Maybank resumed the chair.) 
By Mr. McGregor: 


Q. We do not seem to be getting very far. The embargo was imposed on 
what date?—A. November 17. It was announced on the night of November 17. 
; Q. From that time on you could only bring in 50 per cent of the citrus 
fruits which you brought in before?—A. No, I do not believe that is right. 

Q. I am just asking you?—A. I am trying to refresh my memory and I am 
sorry I cannot be more helpful. I think we were told that we would receive 50 
_ per cent of our importations for the basic year. That 50 per cent was allocated 
_ by the quarters and periods but I do not recall off-hand what the first period 
was. The 50 per cent of the importations in the basie year was to cover a group 
_ of commodities including apples, onions, citrus fruits—lemons, grapefruit, oranges 
_-—and potatoes. I think I am correct. 


f Mr. McGrecor: Does competition come into the category of citrus fruits? 


The Vick-CuairMan: Oh, no, he didn’t say that; he said citrus fruits, and 
then he went on to say these other things. 

Mr. McGrecor: I beg your pardon? , 

The Vice-CHarrman: I say he answered your question and-in doing so he 
dealt with citrus fruits and then he subdivided that and included certain other 
things. 

The Witness: That is not a matter of opinion, that is a matter of record. 


You know what commodities are on a quota basis as well as I do, and what 
commodities are included under these restrictions and quotas. 


, 
a 


| ; By Mr. McGregor: 


Q. Would you say then that there were more oranges coming in after 
November 20, than before?—A. You mean, from November 20, up to now 


compared to the same period of the previous year? 


” 
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Q. Or from November 20, to the end of the year?—A. Coming into where? 
I think on some commodities they were equal to if not larger than they were for 
the previous year. I do not think they were in Vancouver, no. 


Mr. Lesage: May I ask— 

The Vice-CHarrMan: Wait just a moment, Mr. Lesage, Mr. McGregor is 
asking a question and he does not wish to be interrupted. Unless he is willing, 
I am afraid you cannot interrupt him. 

Mr. Lesace: I think, Mr. Chairman, there is something the witness was 
going to answer. 

The Vice-CuarrMan: Now, just a moment, Mr. Lesage; if Mr. McGregor 
does not wish to be interrupted then we must let him proceed. 

‘Mr. McGrecor: If he can throw any light on it I would like to have it. 

The Vice-CHAIRMAN: All right, go ahead then. 

Mr. Lesace: The quota, 50 per cent of the quota was on imported fruit 
from November through to December 31, and that was 50 per cent of the three- 
month period for the previous year, which meant that from November 17, to 
December 31, they were allowed practically the full quota for that period. 

The Vice-CuarmMan: Fifty per cent of the quota for that period would 
be 100 per cent for half the period, so that in the time involved it would amount ~ 
to the full quota. . 

Mr. McGrecor: We haven’t got any light on it yet. 

Mr. Lesace: No? Maybe not. 


By. Mr. McGregor: ] 

Q. I would like to ask the witness did he handle as many oranges after : 
November 17, as he had been handling before; and, if he handled as many — 
oranges as he wanted to handle?—A. Since when? 

Q. After November 17?—A. No. | 

Q. Your answer is no?—A. Correct. 

Q. Then the reason you got the higher price was because there were less . 
oranges on the market?—A. That was probably a contributing factor, yes. | 

Q. Would there be other contributing factors?—A. There are a number of 
factors which all contributed. I stated that some time ago in my opinion, and — 
after all it is my opiinon still, that the thing that controls price is supply and 
demand. 

Q. Surely, that is the very point I wanted to get; it is supply and demand? 
—A. That is right. 

Q. And the embargo went on on November 17, and after that you made a 
ereater profit and you jumped from a November 13 profit of $1.65 to—what— 
on November 27, your profit was $2.60; in view of the fact that the oranges © 
were not on the market, is that right or is it wrong?—A. There must have 
been some error there. We would not have sold it at that price. 

The Vick-CHAIRMAN: Excuse me— 

Mr. McGrecor: Oh, no— 


The Vice-CHAIRMAN: Excuse me just a moment, Mr. Bowers; when Ming 


McGregor made the statement he did he intended to ask you if it was not 
because the oranges were not on the market. Surely you did not understand © 
him to mean that there were no oranges on the market. Surely you understood — 
him to mean that oranges were in very short supply? Don’t you realize that 
that is what he meant? 

The Wirness: I may be a little dense. 

The Vice-CuatmrMan: You did not understand him to mean that? 

The Witness: To mean what? 
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The Vice-CHairMAN: He said to you, you got such and such a profit by 
reason of oranges not being on the market. Now, didn’t you understand him 
to mean by that that the oranges were in short supply on the market? I am 
only dealing with the question of whether or not you understood his question. 


The Witness: That is right; yes, I understood that. 


The Vick-CHairMaNn: Then you gave him this answer; there must have 
been some oranges on the market or you could not have made a profit. 


The Wrrness: Then I apologize and ask to withdraw. 


The Vich-CHatrmMan: Your answer certainly was not responsive to his 
question. 


The Wirness: The point I am trying to get at is—remember, I think we 
are talking about two different things; Mr. McGregor is talking about the 
oranges on which we made a profit, but in the figures shown here there are quite 
a number of different sizes of oranges. 


Mr. McGrecor: Certainly, I realize that. 
The Wrirness: Oranges of different and varying types. 


By Mr. McGregor: 


Q. I quite realize that. I have asked a similar question to the witnesses: 
who have appeared here. Now, I ask you again, was it not because oranges 
were in short supply and in great demand that you were able to make a profit 
of $2.60, as against $1.63, just the day before the embargo went on; why, if 
oranges were not in short supply, would you have been able to sell those oranges 
at such an increase in price? Why would you not have sold them at the same 
price at which you had sold them the day before?—A. Or less, if the quantity 
was sufficient. 

Q. Yes, certainly. 

Mr. Tuatcuer: Then, are you agreeable to Mr. McGregor? 

The Witness: If the price on these oranges was caused by the shortage? 

Mr. McGrecor: Yes. 

The Witness: Yes, I will agree with you to silence the argument, 


The Vice-CHairMan: Mr. Bowers, just a moment now; that is not the 
purpose of the question, to get an agreement in order to silence Mr. McGregor 
who was trying to elicit from you such information as you could give as to the 
reason for this increase in your profits. What was the reason of this increase in 


_ profit; I think that is the point involved. Now, then, an answer is not requested 


from you in order to silence any argument. If you cannot give the answer 
then that is the appropriate thing to say; but your answer to him is not a proper 
answer to a proper question. Now, would you go on. 


Mr. McGrecor: If I can’t get an answer there is no use going on. When 
the same question was put to other witnesses-who have been here their answer 


has been that it was a question of supply and demand, and that when the 


embargo was put on the supply was cut down and they took advantage of that 
to get higher prices; to which I agree, and probably would have done the same 
myself. 


The Witness: Mr. McGregor, here is where I am involved in that picture. 
I have already stated that price is determined by supply and demand, and 


I still agree in that view quite firmly. What I have said to you is that you tie 


it in to a question where you have got this price on a case of oranges and then 

you say it was caused by so and so. Now, I agree that we got that price on 

oranges because oranges were short on the market at that time, but the point 
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that I have tried to convey to you in answering your question, I was not trying 


to evade something I know, but because I do not know. I do not know what. 


caused it, Oranges were short in that size and demand was strong. 


Mr. McGrecor: Was there a shortage of oranges in the United States, or 


at the place where they are grown at that time? 
The Wrirness: No, there was no shortage of oranges in the United States. 
The Vice-Cuairman: Now, you have got the answer to that question. 
Have you any other questions? 


By Mr. McGregor: 


Q. If there was not a shortage in the United States and the price jumped - 


up here then why was it the price went up?—A. Because they were short up 
here. 

Q. Why?—A. Because we were short at the time. 

Q@. Answer me yes or not; you were short here because the government put 
the embargo on? 

The Vicn-CHatrMAN: Excuse me just a minute. 

Mr. Lesacre: The witness is trying to evade that point. 


The Vice-CHarrmMan: The witness has not yet had a chance to answer 


the question and he won’t be able to if you keep interrupting. 

Mr. McGrecor: He can’t answer it. 

The Vice-CHarrMan: He has not had a chance on account of these inter- 
ruptions. If he desires to assume the responsibility of making an answer to that 
question; of course, he may; on the other hand, that is one of the facts which 
it is left to this committee to try to determine and to draw whatever inference 
it will. Personally I go along with you a certain distance. Do you wish to 
answer that question, Mr. Bowers? 

Mr. Lesacu: On your point of order, Mr. Chairman— 

The Vicn-CHAmRMAN: It is not a point of order, I did not make a point of 
order, I just made a statement as to the question put to the witness. If the 
witness wants to draw an inference and answer a question of that kind, that is 
all right; if he wants to answer it he may, and if he does not want to answer 
it he does not need to. 

The Wirnezss: I have no desire to evade answering any question, but if it is 
one that I cannot be sure about—that may have been a contributing factor. We 
have had a shortage of oranges long before there were any restrictions, obviously; 
we have that situation whenever demand gets ahead of supply. 


Mr. THATCHER: You have wasted half an hour of the time of this com- 
mittee by refusing to answer that question. 


Mr. Lesace: I do not think that is fair, Mr. Chairman. 
Mr. THatcHer: I do. 


Mr. Mayuerw: All the witness has said so far— 
Mr. THatcuer: We have five minutes left to stay here. 


Mr. Irvine: “Phen don’t let’s waste another half hour arguing as to why 
wasted the other half hour. Let’s get on with our work. San mec se ia Me 


The Vick-CHarrMaNn: Are there any other questions on this’ point? Have 
you some. other questions on this point, Mr. Monet? 


Mr. Monzr: I still have one other question on oranges before I go on to 
other commodities. 


The Vice-CuHArrMan: We are very short of time now, you know. 
Mr. Monet: I know, but I think this is a question which should be asked. 
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By Mr. Monet: 


Q. Will you look at the selling price for January 8, January 15, February 5 
and February 12; now, I understand that this was before the reimposition of 
price control on citrus fruits, was it not—February 5 and February 12, that was 
before the reimposition of ceilings on citrus fruits?—A. Yes. 

Q. How do you account for the increase in price there?—A. Again, because 
of supply and demand. 

Q. Do you mean because the supply was so short at that time; or larger, 
or what? I understand you were on a quota basis at that time?—A. Yes, we 
were on a quota basis from November 17. 

Q. Were you able to supply larger quantities of oranges than in the 
previous quarter, or did you have a shorter supply?—A. You mean in January 
and February? . 

Q. January 8, January 15, February 5, and February 12?—A. We had 
quotas which did not cover any specific month, it covered quarters. I think 


that particular quarter covered four months; December, January, February 


and up to the end of March; if I remember correctly. Now, we could have used 
all our allotment in the first month had we wanted to but we tried to spread it 
over the period by allocating it out as best we could. We might have been able 
to spread it out quite evenly, but there is another thing that might have affected 
it, there might have been a strong demand for whatever supply there was of 
these 288 oranges; or it may have happened that they were not so popular and 
maybe they didn’t want them; or, maybe;we had a lot of 252’s or something 
else in the lot; nevertheless, we have to sell all classes. As a matter of fact we 
might have had some 288’s on hand which maybe we had to move, and we had 
maybe some of these other larger sized fruit which we also had to move. 

Q. Now, there is one thing which I would like you to explain for the benefit 
of the members of the committee and I want this to be very, very clear. We 
have asked vou for information on the 288’s only because we could not ask you 
for ecmplete information on every type of orange in which you deal. We picked 
this one because we had been informed that it was a standard and one of the 
most popular sizes. Would that be correct?—-A. I would say itsis a very 
popular type. 

Q. Would you explain for the benefit of the members of the committee when 
you receive a carload of oranges how it is priced and the different grades that 
vou have in it and if that has any influence or bearing on the price of one size 
in particular. I am informed that the prices may vary in the same carload, you 
may have to vary your price on the different sizes of oranges?—-A. That is right. 

Q. Would you explain that whole operation to us, please, because I would 
like members of the committee to be able to understand it. When you receive 
a car of oranges in Vancouver how many crates have you in that car?—A. 561. 

Q. Wculd you explain to the members of the committee how you proceed 
when you receive these oranges with the varying sizes. 


Mr. Irvine: And how does it affect the price. 


Mr. Monet: When you place an order for a carload of oranges—and let us 
make that very clear, it is very important for a correct understanding of this 
orange situation. When you place an order for a carload of oranges would 
you please tell us how you handle it? 


The Wirness: We attempt to buy by specific sizes, sizes that we know are 
in demand at the time, or which we anticipate will be in demand, but when we 
place an order we do specify size, we ask for what we would like, and they may 


_ send us any combination of sizes which they have on hand. No shipper will give 


ne acy were 


us a specific size. Some shippers will try to come as near to it as they can, 
-12875—53} ; 
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others will just say you will have to take them as they run, with the result 
that when you get your cars they are sometimes close to the desired sizes and . 
sometimes entirely different. . 

Mr. Irvine: Do you mind if I ask just one question there? Do you pay 
according to size? 

The Wirness: We pay according to the scale of whatever the market is, 
and I might say that the price of the larger sizes is considerably more than the 
price on the smaller size as a rule. 

Mr. Irvine: That is what I mean. 

The Wrirness: Now, when we place the order then you want to know how 
~ we know what we are going to get for them. Do you wish me to explain what 

happens then? | 


By Mr. Monet: 


Q. Yes, I want you to explain right from the minute the order is placed 
through its arrival to its delivery to the retailer, and how you set the price for 
the different grades. I understood you to say that the price varies according 
to the different sizes that you get in a shipment?—A. That is right. 

Q. I want you to explain that?—A. As to how we price this carload? 

Q. Yes—A. Well, under the existing regulations we are permitted a markup © 
of 17 per cent. We figure out the cost as closely as we can and then we figure 
out what the 17 per cent on that is going to be and probably drop to the nearest 
figure below that and try to get that price. However, if there were some 
126’s or 150’s we probably would have to drop the price down in order to move 
them, whether we got 17 per cent or 10 per cent or brought them down to cost 
or two bits under cost, because we have more money in them:than we have in 
the 288’s and they are perishable and have to be moved. In this business, you 
see, you are handling highly perishable merchandise and you have to forget 
everything about such things as cost. You have to handle your perishable 
commodities quickly, and where you have a highly perishable merchandise you 
worry more about getting your money back out of the shipment than you do 
about the margin of profit you are going to get. If you do not do that you 
will not be staying in the business very long. You try to get out your costs. 
If there are more of one size than another we try to get rid of the slow moving 
stuff first. We try to get the markup of 17 per cent, and that is the limit that 
we can get even on the 288’s, which is a very popular size; and at times we 
can get more than that markup for them just on account of the demand but 
we are prohibited from getting more than the 17 per cent even on the 288’s; 
therefore, we have to attempt to get the 17 per cent on the 126’s and the 150’s, 
and it very often happens that you get a dull market on these larger sizes and 
you just can’t find anybody to buy them and you put the price down to a 
point where you think somebody will buy them. It depends on how many you 
have and what you can place. That is your yardstick. If you have only 5 
cases you can probably find 5 operators to take them at a certain price before 
you get too low, but if you had 50 cases in there it is a much more difficult 
proposition. 

Q. That is since the ceilings were put on, you are talking about the 17 ~ 
per cent?—A. Yes. 

Q. But even before the ceilings were reimposed I understood you to say 
that you have the same problem?—A. You had the same problem—except that if 
your stock on the 288’s at 17 per cent—you can’t get 30 per cent on them, even 
if you got nothing on the larger sizes. 

Q. That is what I wanted to bring out; due to the fact that you lose or 
sell at cost price on certain sizes you bring about an increased price on other 
sizes; that would be correct?—A. When you sell something at a loss instinctively 
you are going to try to make it up by whatever the market will stand. 


eee het 


PRICES 3029 


Q. Would that be one of the reasons why the selling price of the 288’s 
was as high as it was; would that be one of the factors?—_A. Very definitely. 


By Mr. Pinard: 


Q. In other words, you would take a higher markup of one size because 
you did not know what you would be able to get for the others?—A. We try 
to get a sufficient profit on a desirable item to offset a probable loss on an 
undesirable item, that is right. 

_ Q. And there is no law preventing you from doing that?—A, I do not think 
we should be condemned for being zealous— 

Q. It is not that. It is only natural that you would try to take advantage 
of the market when it is offered to you on a particular size, and you would be 
open to censure if you did not do that.—A. We are talking about this particular 
operation, this particular orange. I have to apply logic. They would want 
288’s, some of them, at a lower price. If any one dealer has a complete supply 
of a particular commodity on the market he could, and this sometimes happens, 
set his own price. It may happen that there is one individual small operator 
who just happened to have a good supply of 288 oranges when all the rest of us 
are cleaned out, naturally as they are in demand he will be the one who will 
set the price for the market on that commodity. 

Q. But you could not go higher than the fixed markup,—A. I did not say 
that, or I did not intend to. 

The Vicn-CHairMAN: Those remarks were made when he was speaking 
about the period before the ceilings were imposed. 


Mr. Pinarp: That is what I thought. 

Mr. Irvine: Mr. Chairman, the explanation by the witness seems to be 
very clear to me, but it is not clear so far that there was an oversupply of a 
similar grade of oranges in the particular month in question. That may have 
been so but there is no evidence that it was so as far as I know. 

Mr. Pinarp: And it does not clear up why there was a loss or such a small 
profit on some other sizes. 


The Vice-CHatrMAN: It comes down to this, does it not Mr. Bowers; 
referring back to this time when oranges were at $5.75, around November 17, 
or 27—that is the 288’s—and the spread as shown between your purchase price 
and your selling price, a rather large spread of more than $2—it comes down 
to this; I apprehend what you said to be that your orange business could not 
be judged as to its profitableness or unprofitableness by that markup, that 
would be a very high markup because of certain peculiarities or circumstances 
peculiar to the 288’s as against the others? 

The Wirnzss:. That is right, and if it were true, if that was their customary 
markup, it would be reflected in the percentage of gross profits in the months 
or years operations; and, as I see from the statement, it must have fluctuated 
considerably. 


By Mr. Monet: 


Q. Would you be able, Mr. Bowers, to give the members of the committee 
the percentage of markup on your oranges, on your dealings in oranges in 1947, 
on the different sizes of oranges?—A. No, I would not. 

Q. Could you supply the committee with that later?-—A. We have no 
commodity breakdown in our regular records, therefore it would be a terrific 
job to get it. We probably have 2,000 tickets a day going through the business 
and some of them may have oranges on them and some may not. To build 
up a record of that kind would be a very expensive undertaking. 

Mr. Prnarp: We were told by another firm it was 15 per cent, 15°92 of his 
business. Would it be about the same with you? 
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Mr. McCatuum: The figure was 15°19, Mr. Pinard. 
Mr. Pinarp: Thank you. 


The Wirness: We have no such commodity breakdown, but oranges would — 


be very different from any other commodity in our business. The percetnage 
of oranges we handle during our normal operations in unrestricted periods where 
there was a normal flow available— 

Mr. Monzr: Would it be much higher than the gross profits to sales for 
the period 1947, when you show 13:2? 

The Witness: It will be around the average of all our fruit and vegetables, 
oranges, considered in the fruit and vegetable picture. I would say at present 
with restrictions possibly 15 per cent would be the figure of our oranges. 

The Vicn-CHAIRMAN: I know that no person is asking unnecessary questions, 
but it seems to me that we all decided to release this witness tonight. I just 
thought I would make that remark to you—unless there are some necessary 
questions further on oranges at this point— 


By Mr. Monet: 
Q. I have no more questions on oranges and there are five minutes left 
before we adjourn. There is a question I would like to ask about onions. You 
have said earlier in your evidence that you purchased a large supply of onions 
at the end of October to the middle of November last year and that you kept 
them in storage for six to eight weeks. Would that be the cost of the most recent 
purchases per pound which you have there on page 4, of the schedule—3 - 36 


(that would be 3:36 per pound)—would that be correct?—A. You are referring © 


to this 3:36 item on the top of page 4, the cost of the onions stored on October 2? 
Q. Yes—A. What is it you would like to know? 


Q. I say, is this part of the onions that you purchased and put in storage — 


to which you referred?—A. No, this would be the current price. 

Q. Would you please tell members of the committee how you account for 
the very large increase in percentage of selling price say for instance on 
March 4, or March 11—or let us take the period from January 8, to the end 
of March, March 11, where the percentage runs as high as 55 per cent. Would 
you have some comment to make on that?—A. There is one. These figures are 
storage to some extent. Basically the price is normal, but the high increase in 
price was due to the extreme shortage of that commodity and when they were 
sold they could have been sold at $10 a sac just as easily as for what we got for 
them. That margin of profit is not as large as the statement would indicate and 
you will notice that there is a very consistent laid-down. price. 


Q. The price is $3,80 on January 8, and I see that for March 11—would not 


that be on some supplies purchased at the same time?—-A. These would be the 
onions which were placed in storage at the end of October. 

Q. So they were all purchased in October?—A. That is right. 

Q. And they were sold at prices varying from the January 8 price of 5-4 
to 8-50 at the 11th of March?—A. That is right. . 


Q. Now, you said a moment ago that you: could have sold them as high 


as $10?—A. That is right. 
Q. But you sold them at $8.50?—A. That is right. 


Q. But don’t you find a markup there of 50, 40, 45, 50 and 55; don’t you — 
consider that a little bit abnormal?—A. On that particular date I would say — 
it was a very excessively high markup; however, as I started to say, it is not © 


exactly what we could have done. These onions were placed in storage from 
the open market in Kamloops, B.C., in the fall. They were brought in and 


stored until they were sold during the period to which you are referring. When — 
we brought them out there was a certain amount of shrinkage which would run — 
all the way from 7 per cent to 20 per cent—let us say the average is 10 per 
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_ cent, I am sure it would be that much if not higher. We brought these onions 
_ out and we had to run them through and we had to rebag them. Instead of 


selling 100 pounds which we will say cost us $3.80, by reason of the average 


_ shrinkage of say 10 per cent we would only sell 90 pounds. © 


Mr. McGrecor: Then the statement is not right. 

The Vice-CHarrMANn: You really have only given the cost of the onions 
without wastage? 

The Witness: That is what we sold them for, but it is not the price at 
which we purchased on that date, because we did not buy any on that date. 

Mr. McGrecor: This statement calls for the most recent purchase. Was 


that or was it not the most recent purchase? 


The Witness: The most recent purchase from what date? 
Mr. McGrecor: December 31, 


Mr. Monet: That was $4.71. The onions you sold for $8.50 were purchased 
in October for $3.80. 


By Mr. McGregor: 


@. You purchased no more onions after October?—A. Yes, we purchased 
on December 81. 


Q. All right, why do you say on this statement these onions purchased at 


$3.81 are the most recent purchases?—A. I assume it is because I made a mistake. 


I thought you wanted the cost of the onions we were selling on those dates. 


By the Vice-Chairman: 


Q. In other words these $4.71 onions which are the last three dates in 
December, are apparently disposed of, and then you begin to sell those which 


_ had been bought a little sooner at $3.81? Is not that the answer?—A. That is 
_ right. We bought those in the spring. 


Q. And consequently the witness is dealing with those most recently pur- 
chased as it affected the sale price about which we were making inquiries. 


Mr. McGrecor: We can quite understand that now but I for one am 
not a mind reader, and when I see this refers to the most recent purchase I 
take $3.80 as the most recent purchase. 


Mr. Monet: I may say that is what I thought myself until a moment ago. 
Mr. Pinarp: Why were the onions purchased in October sold after the ones 


ij purchased in December? : 


i 


The Wirness: Because they were longer keeping onions than the ones 
purchased in December. 


Mr. McGrecor: You were holding them as a safety valve? 
The Wiryess: Onions at harvest time are sold for storage purposes—dried 


_ onions and ones which you can store. The other onions they do not consider 


_ as capable of being stored. If they sold all onions immediately there would be 
_ a gap where there would be no onions for months. Therefore, if you are going 
_ to have onions in those months you must have these onions which you can 
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keep in storage, much after the fashion of a squirrel putting nuts in a tree. 

The Vice-Cyairman: Your actual statement as given is not completely 
accurate owing to the fact there is considerable wastage before the sales takes 
place? . 

The Wirness: Some wastage I would say, but I do not try to explain that 
large markup by the fact it was all wastage. Wastage is a contributing factor. 


_ Mr. Monrr: You agree that it was a very abnormal profit which you made 
on those onions? 
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The Wrrnzss: Yes, I would agree with that. 

The Vice-CHAIRMAN: You have a correction to point out, Mr. Monet. 

Mr. Monzr: I would bring to the attention of the members of the committee 
that there is another correction to be made. I discussed this matter with Mr. 
Bowers. On statements 2 and 3 under the heading “B.C. hothouse tomatoes” 
Mr. Bowers tells me that he did not see the wording “per pound” and that 
figure represents 20-pound crates. Both statements 2 and 3 with respect to 
hothouse tomatoes should read “per 20-pound carton” instead of “per pound”. 

The Witness: That is right. I have to apologize for my error in this 
statement. I guess my clerical force is not all that it should be. 

The Vice-Cuamrman: Now, there may be some questions which it might be 
desirable to ask but the time for adjournment has come and I am sure none of us 
_would desire to hold you over for another day. You have had a long wait down 
here, I believe, before it came your turn to be heard. 

The Witness: Yes, I was here for a while. 

The Vice-CHAtRMAN: The committee is obliged to you for giving the helpful 
evidence you have given us. 

The Wrrness: If it is in order, Mr. Chairman, I would like to thank the 
committee for the opportunity of appearing here and for the courteous treatment 
I have received from you gentlemen. I appreciate it very much. 

The Vice-CHarrMan: The committee stands adjourned until 4 o’clock 
tomorrow afternoon. 


The committee adjourned to meet again tomorrow, May 19, 1948, at 4 p.m. 
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> MINUTES OF PROCEEDINGS 


Wepnespay, May 19, 1948. 


The Special Committee on Prices met at 4.00 p.m. In the absence of the 


_ Chairman, Mr. Mayhew took the Chair on motion of Mr. Winters. 


\ 
: 


~ McGregor, Mayhew, McCubbin, Thatcher, Winters. 


Members present: Messrs. Beaudoin, Harkness, Irvine, Kuhl, Lesage, 


Mr. Fabio Monet, K.C., Counsel to the Committee, in attendance. 


Counsel filed Wartime Prices and Trade Board Administrator’s Order 


_ No, A-2507 dated May 14, 1948, regarding the maximum prices of imported new 
- potatoes. (See Appendix this day’s Proceedings). 


Mr. R. G. DeYoung, President, and Mr. D. S. MacLeod, Director and 


: Secretary-Treasurer, DeYoung’s Limited, Sydney, N.S., were called, sworn and 


examined. Mr. DeYoung filed, 
Exhibit No. 111—Series of five statements prepared by DeYoung’s Limited, 


_ in answer to questionnaire. (Printed in this day’s Minutes of Evidence). 


_ Witnesses discharged. 


Mr. M. Blidner, Dominion Fruit Company, Toronto, was called, sworn and 


_ examined. He filed, 


Exhibit No. 112—Series of five statements prepared by Dominion Fruit 
Company, in answer to questionnaire. (Printed in this day’s Minutes of 
_ Evidence). 


At 5.55 p.m. witness retired and the Committee adjourned until 11.00 a.m., 
Thursday, May 20th. 
3 R. ARSENAULT, 
Clerk of the Committee. 
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~ The Special Committee on Prices met this day at 4.00 p.m. The Acting 
_ Chairman, Mr. R. W. Mayhew, presided. 


2 The Actinc Cuarrman: The committee will come to order, please. 
* Mr. THatcuer: Mr. Chairman, before Mr. Monet starts his evidence ; at 
_ the last meeting I think there was some comment by Mr. Monet or someone, 
_ we were talking about how long it would be necessary for us to sit on fruits and 
_ vegetables and when we could get into textiles. I do not know whether any 
- conclusion was reached or not as I had to leave the meeting; but I have been 
F thinking that we are getting along and we have examined quite a few companies 
ce in this regard and I think they have all pretty well shown the same indications 
_ and I believe that the committee as soon as possible should try to pass along 
_ to textiles and start examining into that. I do not know whether Mr. Monet and 
Mr. Dyde will be ready in that connection, but I think we can pretty well 
come to all the conclusions we need to in regard to fruits and vegetables. 
} Mr. Monet: In answer to that question, Mr. Thatcher, if there are not to 
_ be any sittings on Fridays and Mondays, on Friday of this week—and may I 
say that that is a thing about which I do not know, a thing which members of 
_ the committee will have to decide for themselves—but as counsel we would like 
_ to be informed as to whether there is going to be a sitting or no sitting on Friday 
_and on Monday so that we as your officers could be able to decide upon and 
arrange for the appearance of witnesses. May I say also that I expect to be 
_ finished with the inquiry on fruits and vegetables by Tuesday night. We have 
still a few witnesses to come here from Montreal who represent the Montreal 
market and who have been called and have answered the questionnaire submitted 
to them and who were here last week but have been asked to remain in Montreal 
until tomorrow to give the gentlemen from the west who were here yesterday 
a chance of being heard. I. expect the inquiry with respect to fruits and 
vegetables will be finished by Tuesday night, and I thought it might be a good 
idea simply. to place that on the record. 
_ Mr. Tuarcuer: Of course, Mr. Chairman, that is another week. It seems 
to me that with only five or six weeks of the session remaining that it is an 
unduly large amount of time to be spent on fruits and vegetables. 
___ Mr. Moner: I was going to add, that this was the plan we had, that we 
did not expect to finish with fruits and vegetables before Tuesday night. I 
might add this, that definitely we will not be prepared to start the -textile 
Inquiry before June 1. 
__ . Mr. Tuarcurr: Does that mean that we cannot get through textiles, steel 
and everything else in one month? 
‘Mr. Moner: You are asking me? 
Mr. Harkness: The answer is no. 


4 Mr. Moner: When we took two weeks for food, five for bread and three 
for butter, I do not think we can get through with textiles in less than a month. 
That is my impression from the information we have received so far, and from 


the reports that we have received from our accountants I can definitely tell 
you that we cannot go into textiles before the 1st of June. 
s 
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Mr. Tuarcupr: Did you say you could not be ready before the 1st of 
June? 1g 

Mr. Monet: We could not be ready before the Ist of June on textiles. Now — 
with regard to fruits and vegetables, as I have stated, we have enough evidence 
to bring in to keep us until Tuesday night or Wednesday afternoon, and then I 
understand that Mr. Dyde is going to have a representative from the Swift 
Company to finish their evidence. I think that was done to enable them to 
prepare additional information with respect to the operations of that company. 

Mr. Tuarcuer: Are you suggesting that we are not going to sit on Friday, — 
Mr. Monet? | | 

Mr. Monet: I am not saying that. I am just wondering if you will or not. 
I do not know. 

Mr. THarcuer: Why wouldn’t there be a meeting? I don’t just follow. 


Mr. Moner: The committee did not meet last Friday or Monday. 

Mr. Tuarcuer: The steering committee has not met for three months, — 
how could it decide that? 

Mr. Moner: I do not know. I am not saying you won't meet. I am — 
wondering myself, and I would like to know whether I should summon witnesses 
for Monday or not. 4 

The Acting CHamman: I think we had better go on, if that is agreeable © 
at the present time, and adjourn a few minutes before six o’clock so we can go 
into executive session and decide as to whether or not we are going to sit- 
Friday and Monday. I imagine we could not very well hold a sitting on Monday — 
next anyway. 

Mr. Winters: Isn’t that a matter for the steering committee? 

The Actinc CuatrMan: I think it should be. 

Mr. TuHarcuer: They haven’t met in three months. 

Mr. Winters: Oh yes, they have. 


The Acrinc Cuamman: I will call a meeting of the steering committee | 
right away. Shall we proceed with the witness? x : 


Mr. Tuarcuer: Just a second, Mr. Chairman; there is one other matter. 
When you arrive at textiles there is one witness in particular I would like to_ 
have subpoenaed and I wonder if Mr. Monet would arrange for that. I do not 
know what the procedure is. The witness to which I refer is the Woods Manu- ; 
facturing Company which has branches I believe across Canada, and I would 
like if at all possible to have them subpoenaed; and I would urge, Mr. Monet, 
in view of certain circumstances in their places of operation at the present time 
that they be called fairly early, because I have already talked this matter over 
with the chairman, Hon. Mr. Martin, and I have reason to believe that. 
he would not object in any way. You can talk it over with him. 7 


Mr. Monet: I certainly will, but I must tell you that in connection with 
textiles so far Mr. Dyde and myself have been both engaged in the matter 
and it is a tremendous amount of preparation and we have set up a plan to 
deal with cotton and then woollens and then artificial silk. These will all be 
divided into sections, and we have already made up a list of the companies 
likely to be called and I could not tell you right off whether the company 
which you refer is included among the number to be called or not. } 


c 


. 


Mr. THatcurr: Possibly Mr. Irvine or myself would be glad to examint 
that company a day or so ahead if you are not prepared to call them then. 
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Mr. Monet: You may rest assured that we will certainly give consideration 
to your request and as long as you wish to have this witness subpoenaed he 
certainly will be, definitely; there is no doubt about that. 


Mr. Tuatcuer: Thank you. 


: Mr. Winters: Did we not agree on that, that we would examine into the 
_ manufacture of textiles but not necessarily all the manufacturers? 


The Active Cuarrman: I do not recall such an agreement. I think you 
would have to examine the manufacturers as well. 


Mr. Winters: We discussed that point when we had an executive session 
some time ago. However, I think all such matters should be referred to the 
steering committee. 


Mr. Monet: May I just say this, I understand that Mr. Dyde at the present 
time is framing the procedure to be recommended with regard to the textile 
inquiry and members of the committee will be given an outline either by Mr. 
Dyde or myself of the plan we have made dealing with that inquiry, and 
that of course will be subject to approval by the committee and subject also to 

_ the suggestion of members of the committee as well, but we have to build up 
a plan and prepare this investigation because it is tremendous. 


Mr. Tuarcuer: Right under the tower of parliament we have a company 
who are engaged in textile manufacture and where working conditions are 
unbelievable, you can’t believe it, and in times of prosperity too. I think we 
should examine into it. Here is something where we could do some good, so I 
would like to have that witness called. 


The Acrinc CuairMAN: We are not on textiles yet. 
- Mr. Tuatcuer: I just thought I would give a little preliminary notice. 


The Acting Cuarrman: I wonder if we could agree without a formal motion 
that we do not sit the day after tomorrow, which is Friday, and that a meeting 
of the steering committee will be called instead to arrange our program for the 
future. 

Mr. Lesace: As a matter of fact, Mr. Chairman, I think the committee will 
recall that as far as textiles are concerned we were to give counsel an opportunity 
of preparing material, and we have not been told they will be ready in the near 
future to go on to that section of our inquiry. We decided at the meeting to 
which I refer, as I recall it, that our counsel Mr. Dyde would make an 

investigation and report on the textile phase of our work and tell us what 

_ he thinks about it, and at the same time give us a general picture as to what is 

_ happening in that direction. With that information before us and the witnesses 
he will call we could then decide whether we should go further. I think Mr. 
Thatcher will recall that that is what happened at an executive session of the 
committee which we had one evening. 


The Actine CHarrMan: I think we will leave the discussion of textiles until 
we come to it, or until the steering committee meets. 


Mr. THatcuer: I would like to have the witness called. How do I do it? 
The Actina Cuarrman: Take it up with the steering committee. 


: Mr. Monet: I think that investigation will last long enough to give an 
opportunity of bringing your witness before us. 


;. The Actine CHarrMANn: Now, are we agreed that there will be no meeting 
_ on Friday and that the steering committee will meet? 


~~ Mr. Irvine: I agree. 
oe 
. 
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Mr. Tuatcuer: Just a minute now; I am just wondering if this committee 


is dying a lingering death, whether it is about on its last legs. If we do not 

hold a meeting on Friday or on Monday, there are two good days gone. I think © 
we have got to get down to business if we want to get anywhere in this thing and 
not devote too much time to any one subject. 


The Acting Cuairman: I think we all agreed that the best way to proceed 
is with adequate preparation before witnesses are called. In that way a great 
deal of time is going to be saved. I think we are going to get along much better 
if the stuff is properly prepared, that we are going to get through with a lot more 
work than we would by going ahead in the main meeting without adequate. 
preparation. Our secretarial staff have spent a long time on this particular | 
phase of the work, and with the material prepared in the way it will be presented 
to the committee it will make for uniformity of schedules and statements, for a 
more orderly presentation of the material, and I think it is important that we 
give our secretariat time in which properly to prepare for the textile phase of 
our inquiry. By doing that we will not be losing time or wasting time, but 
rather we will be saving time. I therefore suggest that we get on with the 
witness we have called for today: 


“Mr. Irvine: I think, Mr. Chairman, that I agree with what you have said, — 
and since it is not likely that we will be in a position to take up the textile 
inquiry until the Ist of June, and since we are going to have a meeting of 
the steering committee to settle the other parts of our program, T think we would 
be well advised to agree now not to meet on Friday and have that meeting of 
the steering committee instead. ; 


The Actina CuHatrMAN: Is that agreed? 


Mr. Tuarcurer: I will agree to that then, if you are going to vote it 
that way. eae 


The Acting CHAIRMAN: It is not a vote, but we want to be fairly unanimous. 


Mr. TuatcuerR: Would you, Mr. Mayhew, ask Mr. Dyde if he could not 4 


try to hurry it up so that we would not waste another week before we can get 
going on textiles? 


Mr. Moner: I can answer this definitely, from the report by the account- 
ant which I have seen—Mr. Dyde and I were in Montreal last week and I was 
in Montreal two days and I saw the report from the accountant—definitely we — 
will not be ready to go on until the Ist of June as far as textiles are concerned. 
As far as fruits and vegetables are concerned, I have at least eight more witnesses 
of whom five were called for this afternoon and with whom I have not yet had a 
chance to deal; and I still have four or five witnesses in addition to that but I 
expect to be finished by Tuesday night. : 


Mr. McGrrcor: Here is twenty minutes of our time gone and we have got 
nowhere. I think we had better get going. 


The Actinc CuatrMan: It is agreed then that we will not sit on Friday — 


and that we will have a meeting of the steering committee called for that day? 
Some Hon. Memprrs: Agreed. 


Pa ee 
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Ralph G. DeYoung, 361 George Street, Sydney, C.B., called and sworn: 


D. S. MacLeod, 36 Argyle Street, Sydney, C.B., called and sworn: 


Mr. Moner: Mr. Chairman, I wish first to file as an exhibit the ques- 
_ tionnaire submitted by this company, DeYoung’s Limited, which is now being 
- distributed to members of the committee as exhibit 111; 


EXHIBIT 111: Questionnaire—DeYoung’s Limited. 


oF WO NY 


STATEMENT 1—General Information 


: HOUSE OF COMMONS 
SPECIAL COMMITTEE ON PRICES 


Preliminary Information—Frut and Vegetable Inquiry 


. Name of Company: DeYoung’s Limited. 

. Address of head office: 367 George St., Sydney, N.S. 

. Date commenced business: Ist Jan. 1939. 

. Names and addresses of parent, subsidiary and affiliated companies. 


. Names and addresses of officers and directors or partners: 


President: Mr. Ralph G. DeYoung, 361 George St., Sydney, C.B. 

Vice-President: Mr. Dan Morrison, 118 Falmouth St., Sydney, C.B. 

Director: Mr. S. D. Cann, 60 Margaret St., Sydney, C.B. 

Director: Mr. R. Kennedy, 11 Tain St., Sydney, C.B. 

Director and Secretary-Treasurer: Mr. D. 8. MacLeod, 36 Argyle 
St., Sydney, C.B. 


. Location of branches, warehouses and other places of business (including 


those of subsidiary companies engaged in the fruit and vegetable trade) : 


The Office and Warehouse of DeYoung’s Limited are located at 367 
George St., Sydney, N.S. 
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and also at the same time I am having distributed the comparisons of fruits 
and vegetables statistics explanatory of the questionnaire itself. 


Mr. Irvine: While that is being distributed, Mr. Chairman, I would like 


to ask you through counsel whether we have any definite information about 
price regulations which have been I think adjusted relating to the importation 
of new potatoes? 

Mr. Monet: I was just going to file it this very minute. This is Adminis- 


trator’s Order No. A-2507—maximum prices of imported new potatoes. ie 


is the one to which you referred? 

Mr. Irvine: Yes. 

Mr. Moner: It was given to me last night by Mr. Spence. It is to be 
filed and entered as an appendix. | 


APPENDIX: Administrator’s Order No, A-2507. 


By Mr. Monet (To Mr. DeYoung): 

Q. Now, Mr. DeYoung, would you please give us your full name?—A. Ralph 
DeYoung. 

Q. Your home address?—A. 361 George Street, Sydney, N.S. 

Q. I understand that you are president of DeYoung’s Limited?—A. That is 
correct. 

Q. And the head office is at 367 George Street, Sydney, N.S.?A. That is 
correct. ‘ 

Q. (To Mr. MacLeod) Would you please give your full name?—A. Donald 
Stewart Robert MacLeod. : 

Q. Your address?—A. 36 Argyle. 

Q. Sydney?—A. Yes. 

Q. What is your position with the company?—A. I am the secretary 
treasurer. 

Q. (To Mr. DeYoung) Would you tell us when your company commenced 
its operations? —A. As DeYoung’s Limited, in 1940. The firm has been operat- 
ing in Sydney since 1905, under several names. The original company was 
Larder M. DeYoung, and it has continued under various names down to the 
present owners. 

Mr. Monet: I will ask you to speak up a little louder, Mr. DeYoung, so 
members of the committee can hear you. 

The Acting CHairmAan: Gentlemen, there are too many private conversa- 
tions, if there were fewer of them it would make it better for everybody and the 
reporter will be able to take down the notes. 


By Mr. Monet: (To Mr. DeYoung): 


Q. I notice here on statement 1, of the questionnaire that you commenced 
business on January 1, 1939. I think you just.told us 1940; which is it?—A. I 
stand corrected. I am sorry. 1939, is correct. 

Q. Is it also a fact that you have no subsidiaries?—A. That is correct. 

Q. AN your operations are in Sydney, Nova Scotia?—A. Right. 

Q. Now, would you tell members of the committee the general nature of 
your operations?7—A. We wholesale fresh fruits and vegetables, confectionery 
and tobacco to the area surrounding Sydney. That includes New Waterford, 
North Sydney—all the adjacent towns within a radius of roughly 25 miles, places 


close by such as New Waterford, North Sydney and Sydney Mines. We provide, 


a free delivery service within a radius of 25 miles of Sydney. 
Q. And I take it that the main operation of your company is dealing with 
fresh fruits and vegetables?—A. Fresh fruits and vegetables is our main operation. 


< 
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Q. What would be the percentage of those operations as compared to the 
whole operations of your company?—A. That would be rather difficult to give, 
the actual percentage. We do not differentiate between our sales. They are 
all on one type of sales slip, and from time to time especially within the last 
four or five years with the tobacco tax on and the price of tobacco being where 
it is it might throw your percentage out a little; but we do not differentiate 
between our materials and we have no way of estimating accurately. I might 
say, however, that it would be well over half of our business, fresh fruits and 
vegetables. 

Q. Half of your total operations?—A. Well over half of our total operations. 
Yes. 

Q. And with regard to your operations in fresh fruits and vegetables, that 


is the only phase of your operations which will concern us as a committee, will 


you tell us with respect to that phase of your operations what percentage of 
your produce is domestic and what percentage is imported; I mean, to what extent ~ 
do you deal with the one and the other, in percentages? Would you import more 
than you would .deal with as domestic produce, or vice versa?—A. Under 
ordinary conditions the import business would be a large percentage of our 
business. That is imports I think you mean, sir. 

Q. I mean by that from foreign countries—A. Yes. 

Q. So that when I use the word import throughout the course of your 
examination it will relate to imports from foreign countries, not to produce 
bought from other provinces in Canada such as Ontario or Quebec or British 
Columbia.—A. Right. I know I was here yesterday and I noted that a distinc- 


tion was made and that is why I wanted to be perfectly clear on that. We do 


_ have to bring in fruits and vegetables from Ontario and Quebec, and some from 


British Columbia. 

Q. But when I am talking about imports now I will be referring to produce 
you bring in from outside the country——A. That is the way I understand it. 

Q. Now, under normal conditions what would be the proportion of your 


imports?—A. It would be better than half of our operation. 


Q. And the rest would be local produce?—A. Local produce in season. 

Q. When you deal with local produce or domestic produce do you purchase 
it outright or do you buy on a commission basis?—A. We do not have any com- 
mission dealings on our market. 

Q. So that everything you sell is purchased before you sell it and sold for 


_ your own benefit?—A. That is correct. 


Q. And you do not handle any goods at all on commission?—A. No. 
Q. Where do you buy your domestic produce?—A. In season we buy from 


_ our own local markets, the area surrounding Sydney and the Annapolis Valley 


in Nova Scotia for apples, and a good portion of our domestic grown fruits and 


vegetables are brought in from Ontario and Quebec. 
Q. So your local crops, and when I say local I mean the province of Nova 


Scotia and the maritime provinces, do not take care of your trade?—A. No. 


Q. And you have to buy some from Ontario and Quebec?—A. That is 


“correct. 


Q. Do you have to bring a large quantity from outside of your province?— 
A. It is a large quantity. Most of our domestic grown goods are brought in 
from central provinces or, as I mentioned before with regard to apples, from 
British Columbia. 


Q. While we are dealing with this part of it, you mentioned to me some- 


thing yesterday about your transportation problem. Would you care to make 


“ 
> 


some comment on that to the committee, about your transportation facilities 
for bringing produce in from Ontario and Montreal, about the length of time it 
takes and the bearing it may have on prices?—A. Well, it takes from five to 


_ six days to get goods from Ontario or from the Montreal market to Sydney and 


f 
; 
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it does have a bearing at times possibly on price in dropping markets such as 
you have in the summertime when goods are coming on to the market. 

Mr. Winters: Mr. Monet, would you ask Mr. DeYoung for the information 
of the committee why he is obliged to buy apples from British Columbia? 

Mr. Monet: We have the question there, Mr. DeYoung; I do not think it — 
could have been put better by counsel than it has been put by Mr. Winters. 

Mr. Irvine: You are asking questions for counsel now. 

The Acting CHAIRMAN: How would you like him to answer it? 

Mr. Tuatcuer: It is a matter of quality? 

Mr. DrYounc: It is essentially a matter of lack of storage facilities in 
Nova Scotia. When they have better storage facilities available we will be able 
to carry the supply over further into the spring season. For your own informa- 
tion I may say that we have not been able to buy Nova Scotia apples since the 
10th or 12th of March but we can buy, at least up to two weeks ago, apples from 
British Columbia. 

Mr. Winters: It is really a matter of storage facilities, do you think? 


Mr. DrYounc: Lack of cold storage facilities in the Annapolis Valley, as 
far as I know. I am not prepared to make a statement on that. 

Mr. Winters: But they are being developed quite rapidly? 

Mr. DrYounc: They are being developed, that is correct. 

Mr. Winters: Where do the balance of Nova Scotia apples go? There 1s 
quite a surplus there. What is the reason we can’t get them? | 

Mr. DrYounc: I think you will have to call the Nova Scotia apple people — 
to give you the answer to that. 

Mr. Winters: The fact is you cannot get them now? 

Mr. DrYounca: That is right. We purchased Nova Scotia apples until we — 
cannot purchase any more, they are definitely all sold. | 

Mr. TuHatcHer: Do you buy any Ontario apples at all? 

Mr. DrYouna: No, sir. 

Mr. TuHarcHer: Just B.C.? 

Mr. DrYounac: Yes. 


By Mr. Monet: 


Q. Now, Mr. DeYoung, would you tell the members of the committee about 
your storage facilities for the storing of domestic produce to meet the demand — 
during the winter?—A. We do not store anything for any length of time. The — 
storage facilities in our warehouse are limited and there is no public storage in — 
Sydney so we must purchase our goods as we go along. We could possibly at — 
times hold certain items five or six weeks but not longer than that. . 
Q. But you say that you would hold a supply for five or six weeks?— | 
A. We could on certain things, but it is not our policy as a firm. We find fresh — 
fruits and vegetables much better to handle if they are handled on short order, © 
and that is what we try to do. But it would be possible at times to have certain — 
items of fruits and vegetables in the warehouse for five or six weeks. 
Q. Speaking about last fall, for instance, did you on November 17, have 
any large quantities of domestic produce in store?—A. No. ; E 
Q. Do you not store anything at all?—A. Just enough to meet demands — 
from day to day. : : 
Q. From day to day, you would not have had a supply on hand sufficient to — 
meet the demands for more than a week or two?—A. Well possibly on one or two 
items we could put some in store for a while. For instance, we might hold 
potatoes to carry them over for the Christmas trade. The demand starts 
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_ around the 17th of December, that is the time you are beginning to get into 
your Christmas trade. You must from then on purchase potatoes in refrigerated 
ears which are hard to secure. I am not prepared to say but it is quite 
possible that we might have had enough potatoes to carry us until Christmas, 
‘because we would not want to haul potatoes in December. We are not on a 
railroad siding and everything has to be hauled, so from the 10th of December 
ave would not want to handle potatoes. That would have been our thought 
before November 17 when we believed we were going to have lots of our 
“normal fruits and vegetables. 
24 Q. Did you have a large quantity of onions on hand?—A. Not a large 
quantity. 
; Q. Did you have any?—A. We undoubtedly had some. 
Q. How long would the supply fill your normal demand?—A. Not more than 
_ five or six weeks. 
~_Q. Would you have some comment to make with respect to the difference 
between the operation of the trade in Nova Scotia as opposed to the operation © 
“carried out on the Montreal and Toronto markets? Can you point out some 
differences in the marketing of the produce?—A. As far as the actual marketing 
of the goods is concerned, as I stated at the outset we have a free delivery 
within a radius of 25 miles of Sydney, and to at least three mining towns. 
We must send salesmen to those places and we must send trucks practically 
“every day in the week. Even in our own city practically everything that goes 
out is delivered. We do not have people coming in and buying produce on the 
floor and taking it away with them. They depend on delivery. We would 
like to‘see them haul it but that is the way our operation is carried out. On 
Some of the larger markets a good deal of produce is called for at the warehouse 
and it makes quite a difference in your cost of deliveries, especially in connection 
with trucks and driver’s wages which have increased so much during the last 
five or six years. 
_ .Q. Of necessity you would have to take a larger mark-up to operate 
‘in that fashion?—A. I would say definitely yes. That is especially true after 
the import restrictions because we could-only cut our staff to a point and still 
-make-those calls and deliveries, regardless of whether we have a quarter of a 
truckload or a full truckload. It is not possible to double up and send one 


full truck and we have to make those calls whether we have full loads or part 
loads. 


: Q. In other words you take care of the distribution in part?—A. That is 
Tight. 
. 


a Q. That would necessarily increase your mark-up?—A. That is right. 

- Q. I wish to refer to the questionnaire which the company has answered 
and I take it the questionnaire which is here in front of us is accepted by you 
as being the statement furnished by your company ?—A. That is right. 

_ Q. I will say to the members of the committee that although statements 
4 and 5 will be put cn the record as part of the statement I have no questions 
to ask with respect to them. Statements 4 and 5 contain information very similar 
to that which has been produced by other companies. I will, however, refer 
‘0 statement 2 and statement 3 which statements deal with fruits and vegetables. 
ae the first item mentioned, which is oranges. I would like you, Mr. 
DeYoung, to tell the members of the committee what you would feel would be 
a reasonable mark-up on a crate of oranges selling for instance at $5?—A. Am 
I to understand, sir, that you refer to normal times or present times? 

nl Q. I refer to normal times?—A. In normal times 15 per cent mark-up would 


De reasonable. 
— 


Mr. Winters: On selling price? 


_ The Wirness: On selling price. 
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nes By Mr. Monet: 
Q. 15 per cent on a crate of oranges sold at $5 would represent 75 cents?— 
A. That is correct. , 

~ Q. I would like to ask you to refer to the questionnaire again and tell the 
members of the committee why from October 7, 1947, to October 23, 1947, your 
company took a mark-up of from 27-2 to 35-2 per cent on size 288 oranges? 
What is your comment?—A. Your questionnaire only covers one size of a car-— 
load of oranges. Oranges run in sizes from 80’s to 442’s. There are nine sizes — 
that may be found ina car. The ranges are 126, 150, 176, 200, 220, 252, 288, 344, ‘ 
and 392. Of course an orange is something which is taken care of by nature. 
It grows—it is not manufactured—so the grower has no control over, the way 
in which his oranges will run. There are also two seasons in California with 
respect to oranges. One season ends approximately the Ist of June and then — 
you come to the Valencia season which runs until the Ist of November. You 
have two crops a year and there are two crops to look after. Depending on 
weather conditions and growing conditions in California from time to time, the 
size of oranges changes. As far as sizes are concerned the price governs the size” 
of orange which is popular. It is not correct to assume that 288’s are the most ~ 
popular because popularity changes from time to time, from market to market, 
depending on the price. If oranges go up $1.50 a case perhaps some other size” 
is more popular. If oranges drop in price the larger sizes become more popular. 
You know in your own home that when your wife orders oranges over the 
telephone she asks for 49 cent oranges, or 55 cent oranges, depending upon the 
type which she wishes. If she desires juice it is generally considered that the} 
smaller oranges are more suitable. From October 2 you are right at the end 
of the Valencia season when oranges are at their very very poorest. There is a 
lot of waste at that time and it is common to get oranges with 10 or more per 
cent waste. You cannot go back to the grower and so you must protect yourself. 
I am not prepared to say at that time how many 288’s we had but I might point 
out to the committee that it is not possible to buy all one size of oranges. It is 
true at certain times you can ask for the sizes you prefer but the grower certainly 
would not ship you all 288’s if you asked. You would have four or five sizes 
in a car in order to get the car. If 288 was the popular size on October 2nd 
and if we had quite a few oranges of other sizes it would be possible that the 288’s 
would sell right out and we would have none of them left. We might have had 
another car come in on October 2nd but we might not have had a case of 288’s 
in the shop and we might have a total of 700 cases of oranges. That very 
thing has happened on several occasions because 288 was the popular size an 
they sold right out. We must, however, get rid of our other stock. In the fru 
and vegetable business the produce must be kept fresh. There is no use kidding 
yourself that you can get rid of anything which is not fresh so in ordinary times, 
when there is no price control and there is nothing to stop us, it 1s quite 

recognized in the trade that the price may be put up on a particular size 
oranges. The price might be put $1 or $1.50 a case over what you are sellin 
your other sizes. The price is not put up with the idea that the merchandis 
will sell the 288’s at that price but rather it is put up to stop them from being 
sold, in order to clean out the other sizes in the car. If you put the price up 
on 288’s you will move the other sizes. 
Q. Does it happen that when you increase the price of one size in order to 
vet the other sizes moving perhaps you will sell them all?—-A. In time you will 
sell them all. As I said depending upon prices those larger sizes are popular. 
They are not popular if the price of oranges is high—I am speaking now of th 
126’s, and the 150’s. In our trade we operate in an industrial area and the 
are a good many oranges sold which go into lunch baskets. People will pa 
5 cents for an orange but they do not want to pay 6 or 7 cents. 150’s land 
Sydney at around $6, bearing in mind the freight rate which we pay in Sydney. 
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. I might say that before the increase it cost us approximately $1.80 to bring in 


a crate of oranges and if oranges land in Sydney at $6.50 we definitely could 
not put a 10 per cent mark-up on them and we would have to sell those oranges 
for around $6 a crate despite the fact it cost us 50 or 75 cents more to land 
them there. We must average our cost out on some other size—I am speaking of 
normal times. At the present of course we cannot do that with the ceiling and 

we all realize that. 
Q. I want to draw your attention to the sale price as of October 23 of 


: $6.25 a crate, compared with the price at $5.75 on October 30. That is a drop 


of 50 cents but in the same period there was an increase. in your cost of $1.57 
a crate. Would you give the committee some explanation for the drop of 
_ 50 cents in selling price in the hight of an increase of $1.57 in your cost price? 
Your profit there was 13 cents per crate—A. It would again be possible that 
we would make it up on some other size. 
Q. That would be confirmation of what you have just said?—A: That is 
correct. 
Q. And on 288’s at times you may make a profit of $2.80 a crate for the 
very reason you have given —at another time you will make perhaps only 


' 13 cents?—A. That is correct. 


Q. Would you give some explanation of the substantial rise immediately 
after November 20th when you sold oranges for $7.50 a case? They cost you 


_ $5.62 and $4.97. In one case there is a difference of $2.53 and I would ask for 


an explanation of that margin?—A. It could be the same explanation but it 


might not be. On November 17 and 18 imports were reduced by 50 per 
cent and that fact was played up by the newspapers all over the country, 


and retailers were becoming panicky and wondering how they were going to 


_ obtain their Christmas supply of oranges. We must protect all our retailers 


4 


and at times it might be smart to put up the price 50 cents over the price asked 
by our competitors, in order that we might hold the oranges. Today, people 
are definitely price conscious and we might have wanted to hold the 288’s 
at that time in order to have them during the Christmas season. You will note 
that on December 4 they were down $1.28 per crate—that is the profit— 
and they followed right along after that at $1.60. That situation obtained for 


_ several weeks. Oranges were only high for one week and that would bear out 


what I have just said. 
3 Q. Would the profit made in January and February. be a normal profit or 
would it not be abnormal for that time of the year?—A. It was not abnormal 
but I would say it was not normal. y 
‘* Q. How would you clarify that statement?—A. You are comparing the 
figure with the year previous which was a strike period in our area. We had 
a coal strike in Cape Breton from the 15th of February. The strike was slated 
to come off on the 1st of February as the result of a strike vote in January, 
_ 1946, and everyone was thinking of the strike and our retailers were afraid +o 
buy. That strike I might say carried along until the middle of May. Strike 
conditions still existed in Cape Breton last summer, so it was not a normal 
year. 
‘ Mr. Irvine: May I ask a question here? 
Mr. Moner: Yes. 


7 Mr. Irvine: Judging from what you have said, Mr. DeYoung your state- 
ment apparently differs from that made by most other dealers in that you price 
your own oranges. You say it is possible that you might have to increase your 
“price to hold the oranges for your customers. That seems to be a reasonable 
thing to do. Therefore, you have the power to price your own oranges. You 
disregard the market and you say a certain price is the price. 


The Witness: That is correct, sir. 
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By Mr. McGregor: : 


Q. You made this profit as shown here on the 288’s but you say a 
reasonable profit in normal times is 15 per cent. What would your profit be on — 
oranges size 288’s in October?—A. It would probably average 15 per cent. 
That is the per cent for which we look in ordinary times. I stated before that 
October 2nd to October 30th is a time when you are getting a lot of waste in 
oranges. It is the very last of the Valencia season. The oranges are poor and 
it is quite possible we might have looked for 18 per cent or 19 per cent. 

Q. Why was the price down so much after February 12, or from February 
19 onward?—A. January 19 or February 19? 

Q. February 19. On February 12 your profit was $1.88 and on February 19 
it was 84 cents?—-A. It might have been sizes, or it might have been ceilings. 
Ceilings came in and once ceilings come in that throws the whole orange deal 
out and you have to sell every case of oranges on its merits. 

Q. Apparently it was the result of the ceilings?—A. I do not know what | 
date the ceilings came on. 

Q. We know this story off by heart now and I do not think we should | 
have to discuss it much further. 


Mr. Monet: I had no further questions to ask. ; 


By Mr. Thatcher: 


Q. Ihave just one or two questions. Along about the time when the embargo | 
was placed on these commodities, I notice that statement 1 shows you were | 
making a profit of 13 cents per crate for the first three weeks, then your” 
mark-up jumped to $1.55 and to $2.53 and your cost dropped from $5.62 to — 
$4.97, but your sale price went from $6.75 to $7.50. In other words the mark-up — 
in December is twenty times what you were taking for the first three weeks in © 
November. Would you explain that?—A. I have already explained it. 

Q. Would you explain it again as I just do not understand?—A. It would 
be a matter of size and perhaps for one week in December we might want to — 
hold some size of oranges in our own hands rather than allow them to go out to — 
the retailers, so that we could arrange for everyone to have oranges for Christmas. — 
It is very difficult for us if a retailer comes in three weeks before Christmas — 
and says he wants enough oranges for his Christmas trade. We might hold 
them for him until about the 18th of December and then we would try to ration — 
them out. At that time we were only allowed 50 per cent of our imports of the 
year before. | 

Q. You are saying you might have, or perhaps you did, but am I to- 
understand that was in fact the reason? I would just like you to give me the 
answer exactly. Was not the reason your price increased due to the fact the 
embargo was imposed and the market price went up? You then saw you could 
get larger profits and you took them. That is the answer which many of the 
witnesses have given—A. I would like to point out that during the following ~ 
week the price dropped to a point where the profit fell from $2.53 to $1.23. 
I think the answer is right there and also my first explanation would be 
applicable and we wanted to hold the oranges at that time. : 

_Q. Of course when you take a mark-up twenty times what you were taking ~ 
during the first three weeks it looks like there is a reason. You said something » 
might be the reason but I want the actual reason?—A. When you mention 
twenty times as large a profit that is ridiculous. Do you expect that we can 
sell all sizes of oranges at a 13 cent per crate profit? 

Q. During the first three weeks of the period you took a profit of 13 cents a 
case and you are saying that is less than you should have had?—A. If you will 
take five weeks or six weeks and average the price you will find the profit was 
not out of line. If we take only four weeks you will find oranges were sold a 
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_ aprofit of 13 cents; the following week they were sold at a profit of $1.78; the next 
week the profit is $2.53; and you will see the profit is not out of line. 

: Q. You still have not told me why you jumped the price in the week of 
_ December 4?—You told me you might have jumped it to save the oranges but 
_ I am asking whether that is or is not the answer?—A. It is rather difficult to 
give an answer three or four months afterwards. Things like that happen in 
our business every day. It would be impossible to give the information unless 

we put all these thiags on a dictaphone record and played them back. I told 

_ you that last week we were selling apples at $4.60 while they cost us $4.52, 
- but if the members of this Prices committee asked for that information next 
_ November or December it would be difficult for me to answer. 
a Q. Would the fact that oranges suddenly became scarce have anything in 
_ particular to do with the increase?—A. Not particularly. It definitely did have 
- something to do with the retailers becoming panicky and wanting more oranges, 
_ but I do not think it had anything particularly to do with the price. If it did 
it would follow that we would have charged $2.53 or possibly $3.00 on 
_ December 18 because on December 18 everyone wants oranges. 
g Q. It is conceivable the scarcity was not as serious as was anticipated?— 
_ A. It was worse than was at first anticipated—when we did find out what our 
import restrictions were. It took a week to find out from the department where 
_we did fit in. These things are first of all started in Ottawa but it takes some 
_time for the Customs Department to get the thing figured out and pass the 
“information on to us. 


By the Acting Chairman: 


_ Q. Do I understand you correctly when I say that when a car of oranges 
comes into your place you figure you should make 17 per cent profit on all the 
_oranges?—A., In normal times, 15 per cent. 
__  Q. You then take stock of the car which has come in and you say there 
is one group on which we know we can obtain no profit. I am taking a hypo- 
_thetical case here of course—A. Yes, and what you say applies to the large 
sizes particularly. 
i Q. Then you go to another size and you say that you can make 15 per 
cent on that size. You choose the next size and we will say it is size 228, and 
you say that you have to get more than 15 per cent. in order to make up your 
over-all profit?—A. That is correct. 

i Q. In other words you try to round out the car at a price at which you will 
_ get an aggregate of 15 per cent?—A. We try to obtain an average of 15 per cent 
mark-up. 

'  Q. On the whole car?—A. Yes. 

-___ Q. I have indicated more or less your process of thinking?—A. Yes. 
ss By Mr. Irvine: 

3 Q. May I ask you who grades the oranges?—Are they graded by the 
growers under supervision of the government inspector, or do you grade them 
here in Canada?—A. Are you speaking of grading or of the sizes? 
~__ Q. I do not know which term you use?—A. 288 or 344 is a size. Grades 
would be No. 1 or No. 2. The oranges are grown in the United States and the 
grading would be the responsibility of the United States Federal Inspection 
Service. 
bal By Mr. Monet: 


-, Q.I think Mr. Irving is referring to size?—A. The sizing is done right 
in the packing house. The oranges are put into the packing house and sized. 
The number 288 designates the size. The largest size I have seen is 80. The 
sizes run as low as 442 but that is a size which comes on the market only when 
oranges are plentiful. 
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Q. When they come to you there are so many in a case?—A. That is correct, ' 
sir. When we buy a case of oranges the voucher comes in and it reads to the 
effect that car so and so has been shipped with 100 crates of 220’s and it will go 
right down the list to 344’s. It is very rarely that you get 344’s unless there 
is a scarcity. These are the type of orange which in normal times would go into 
pressing for fruit juices and so on, that is the Californias. 

Q. And you refer to a standard case?—A. That is right, these are standard 


cases. 


By Mr. Winters: 


Q. From whom do you buy your oranges, from the wholesalers or jobbers?— 
A. We get them through the regular exchange, the California fruit growers are 
the largest growers in California and they have an office in Saint John, New 
Brunswick. As far as we are concerned we order from them, that is their 
district office. They have a number of district offices spread all over Canada. 

Q. And do they deliver direct to you or do you have to go to the grower?— 
A. According to custom regulations we have to. buy right from the California — 

rower. 
Q. Now, in case you bought them from a Montreal dealer, what about the 
differential in rate between Montreal and Sydney?—-A. That is the landed cost 
in Montreal and the landed cost in Sydney. Oranges might be selling at two 
different prices at the same time and there are five more days added when you 
bring them from Montreal down to Sydney. 

Q. I notice on analysis of costs in your case as compared to what we have 
had with regard to Toronto, Vancouver and Winnipeg, that they are consistently 
higher in your case than they are at points outside of the province?—A. That 4 
would be correct, sir; but there is also this point which might interest you. When 
you consider our costs you should bear in mind that our costs for a given date | 
are a week behind the costs at other points. For instance, our costs for 
October 2, would be the cost of the week previous at a point like Montreal or — 
Toronto provided they were purchased at the same time we bought ours. 

Q. Do all your oranges come in by rail?—A. Yes, the Californias. 

Q. Now, I wonder if you would compare these cost figures, column by: ; 
column, with the same costs for other cities? Does not that indicate that your — 
laid-down cost in Sydney is higher than it is at any of these other points?— — 
A. Yes. Well, as I said, I do not know what the cost would be from California 
to Montreal, but our costs would show an increase of roughly from $1.79, to 
about $1.90, depending on the charges. As a matter of fact, I am not prepared 
to say what it is in our case, but possibly I could give you a comparison on 
B.C. apples where the difference amounts to 27 cents. 

Mr. Irvine: On what? 


The Witness: A box. 


By Mr. Winters: 


__ Q. But if you take your orange cost laid down to you as on April 22, that’ 
is $4.54, a crate for 288’s; on the same date in Toronto, which might not be — 
the same oranges, but I see that on the same date in Toronto the price was $4.03, 
and in Vancouver it was $3.63 and in Winnipeg it was $3.93—A. Yes, that — 
would be just about in line I would say. 
Q. And that would apply to the other produce that you bring in from | 
outside the province?—A. Yes. 
@. Which means that we are at a disadvantage in Nova Scotia in so far 
as Ag Cee of cost is concerned?—A. That is correct. 4 
. And when you add your percentage of markup to that it give ite 
a differential?—A. That is correct. : 4 a a 
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- Q. And that all tends to put us at a greater disadvantage?—A. Right. 

; Q. And, what is that mark-up?—A. I think if you will examine page 4, of the 
statement you have in front of you, exhibit 111, you will see that down at the 
ottom column, the gross percentage to markup. 

Mr. Winters: Yes, I notice you are running quite evenly. 


ua - Mr. Moner: That is why I did not ask questions on that, you got about the 
same right through. 


Mr. Winters: How do you account for the difference in dollar sales, the 
- drop between 1946 and 1947? 


~ Mr. MacLeop: Mr. DeYoung explained, we had a strike. I might say that 
_ we had two strikes. In December we had the steel strike, that lasted from July 
~ 165 through to November; and in the winter, in the following year, in February, 
we had the coal strike. 


& Mr. Winters: So that would be almost a quarter of a million dollars less? 
ba Mr. MacLxrop: That is correct. 

& _ Mr. Winters: And that was attributed directly to the strike? 

i. Mr. MacLxrop: That is correct. 

i By the Acting Chairman: 


: Q. Do your oranges from California come up the coast and then down by rail 
. or do they come in cars from the United States?—A. In cars from the United 
States. 
; Q. So the recent 21 per cent increase would not really affect your cost 
- materially. It would not make very much difference?—A. We have of course 
- had American rates increased as well. 


a The Acting CuarrMAN: I know, we have that too. 
| 


& 
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By Mr. Winters: 


~~ Q. Could you say whether or not you could get a better rate on oranges 
_ if you were to buy them direct from the grower?—A. We are buying now as 
_ directly as we possibly can from the producer. 
Ie — Q. Through their organizations?—A. They have an organization in Cali- 
_ fornia which is very similar to the tree fruits organization which they have out 
in British Columbia. 
ye Q. Is all your produce bought that way from outside points or do you 
_ buy from wholesalers and jobbers?—A. We do not buy from wholesalers or job- 
_ bers unless it is a very exceptional case, something we can’t buy anywhere else. 
_ We do buy on the Montreal market from the brokers there certain produce that 
we need and that we cannot bring in in straight car lots; for instance, in‘a market 
like ours we could not handle a carload of iceberg lettuce but we have to have 
iceberg lettuce, so in ordinary times we buy that from Montreal or on the Boston 
market. We buy in Boston as well. 

Q. When you buy in Boston how does it come to Nova Scotia?—A. By rail. 
KS Mr. Irvine: You don’t think there is any use in trying to bring it in by 
_ water? 
i The Wirness: There are no ships calling at Sydney and it would have to 
_ come to Yarmouth, from Boston to Yarmouth; and you know what the rail 
_ facilities are from Yarmouth to get it up to Truro and then to reship it to 
_ Sydney. It would be ready for the dump by the time it reached Sydney. 


Mr. Tuarcuer: Are we going to question the witness on onions here at all? 
Mr. Monet: Oh, yes. 
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Mr. THarcuer: We hayen’t got to them yet? 

Mr. Moyet: No, not to onions. 

The Actinc CuarrMaAN: Are we through with oranges? 
Mr. Moner: Yes. 


By Mr. Monet: 


@. Then we take next apples. There were just one or two questions I 
wanted to ask about apples. You answered there on the questionnaire under 
the heading “B.C. apples”, “125-138 delicious CG”. I would like to know if your 


answer there should really have been for B.C. apples or for Nova Scotia apples? 
—A. They were for B.C. apples, sir. : 

Q. Because in your particular case we have asked you to give us the most 
popular brand of apples in Nova Scotia. Will you tell the members of the 
committee why you listed your price of B.C. apples instead of Nova Scotia 
apples? : 

Mr. MacLrop: You asked for the most popular apple for that period. 


Mr. Monzr: That is right. 
Mr. MacLrop: And we took our most popular apple for that period. 
Mr. Moner: But we had also mentioned in our letter more particularly 


Nova Scotia—but it really doesn’t matter much, I just wanted to know if these a 


were B.C. apples or Nova Scotia apples. 

Mr. MacLeop: You see, you asked for the most popular apple for that 
period, October 2 to April 22—is that right? 

Mr. Mower: I thought we had asked for Nova Scotia apples. 

Mr. Taytor: No, you said the most popular ones for that period. 

Mr. Moner: And then, that was the most popular? | 

Mr. Tayuor: Yes. 

Mr. Winters: You don’t know why that was? 

Mr. Taytor: Yes, we had none of the Nova Scotia apples. 

Mr. Winters: I just wanted to make sure. 

Mr. Moner: I did not want us to have any mistake in regard to the prices 
you listed there, that you were referring to B.C. apples. 

Mr. MacLxop: Yes. 


By Mr. Monet: 


Q. I just wanted to ask Mr. DeYoung, about the price on these B.C. apples. 
You indicate here that your price increased from $4 on April 8, to $4.50 on 
Apri LD: Sat 2 time when there was no increase in your costs.—A. It could 
be the same as with oranges, sir; and I would correct that and say that it was 
the same as with the oranges in relation to size, depending on how your cost 
would run. Apples are sold at the same as oranges, by size, and you have to 
clear the apples that are most popular and you have to get rid of the other 
ones and see if you can get your money out of them. 

Q. So that everything you have told the committee with regard to oranges 


would apply to apples?—A. That is right, apples and oranges from British 


Columbia are sold by size. 


By Mr. Winters: 


Q. I would like to ask the witness why he has provided the price for B.C. 


apples if you asked him to give the information on the most popular brand of 
Nova Scotia apples? 
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; Mr. MacLeop: The B.C. apples would be the most popular brand. They are 

sold by the box and by size. It is true that Nova Scotia apples are packed at 

' the present time in boxes but they are not popular, and no attempt is made 
to grade them by size. 


Mr. Winters: Would you explain that a little further? I do not understand. 
Mr. Irvine: Make it very clear. 


The Witness: Perhaps I will get into the bad books of the Nova Scotia 
apple growers for saying this. 


Mr. Irvine: We want to know. 


: The Wrrness: As far as our trade is concerned the Nova Scotia apple has 
_ come a long way in the last two years since they have put in cold storage 
facilities. There is no doubt about that, Nova Scotia apples are coming on; 
_ at the same time they are not as popular as is the B.C. apple. You will notice 
in the price statement here that these apples are packed by size and they are 
_ definitely in our area more popular than the Nova Scotia apple. There are 
- some Nova Scotia apples which have their merits, but they are still trying to 
_ pack the same apples down there that are just about turnips as compared to 
_ the apples that are packed in boxes by size and delivered to us from British 
_ Columbia. They are getting the growers to cut down the old trees and put in 
newer and more popular varieties. 


By Mr. Monet: 


Q. Now, I want to refer to celery. I see by this statement, Mr. DeYoung, 
_ that in October your gross margin on celery was 55 per cent, or over $2 per 
erate. Would you tell the committee why this apparently high margin appears 
to be necessary? Is it due to any peculiar conditions in handling celery ?—A. 
It is peculiar in this way, celery is very perishable and we always figure we need 
to have a better mark-up than 15 per cent on it. I might say also that at that 
time last year it was peculiar in another way. We had celery grown on Cape 
Breton Island, and there was one farmer in particular who had a good crop of 
celery and he insisted that he could not sell it at the price that we were selling, 
he wanted more money, and he caused quite a little bit of trouble down there 
by going to the agricultural department and wanting to know why we were 
bringing celery in from Ontario when his celery was available, and also the 
fact that if we had sold his celery we should have sold it for $2 a dozen. 

Q. You mean a crate?—A. No, the dozen. On the other market he wanted 
 & $1.50 a dozen for his celery while we were selling celery there at that time 
priced around $1 to $1.15. We were more or less protecting him because he was 
_ peddling some of it and he caused quite a discussion down there about celery, 
_ and we were selling celery so as to help him get his celery out we got our price 
_ up to where it was. That was the reason for that mark-up. 

Q. Was that a very abnormal markup?—A. It is a normal markup for the 
price of celery. It was not an abnormal] price for celery on our market because 
_ celery in Sydney sells for around $1.50 to $2.75 or $3 a dozen. In the winter- 
time it comes in from United States, but even when you have an abnormal 
market such as is suggested there celery was selling at $1.10 and $1.15 a dozen 
_whereas in the wintertime it sells for $2.35 to $3 a dozen with a markup up 
15 to 17 per cent. 
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By Mr. McGregor: 
: Q. Was this local celery you were selling on which you got your 54 per 
cent profit?—A. No. 
- Q. It was not local, could you not have sold local celery?—A. As I said, 
We were having pressure put on us to get the price of celery up because this local 
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fellow was losing on his celery, and it was a big investment for him, and if we 


had kept the price down he could not have sold his celery and made anything 


is ic Would you say there was a good demand for celery at that time?— 
A. Well, we had been selling it for $1.50 a dozen and we went up as high as 
$2 a dozen. 

Q. How much did it cost you?—A. The celery at that time that was 
coming in was costing us around $48.50 a crate, it was costing us a little over 
50 cents a dozen and we were selling it anywhere from 85 cents to $1.20 a 
dozen, and this chap wanted us to pay him $1.50 a dozen and that we refused 
to do because we didn’t want the cost to be going up. But, as I said, to 
help him out, we did promise to go as high as $1 and $1.25 a dozen to enable 
him to get rid of his celery on the market. t 

Q. Did you buy any from him?—A. We did not buy any from him last 
year because his price was too high. ; 


Mr. Tuatrcuer: From a review of your statement here it strikes me that 
you as a wholesaler were taking markups that were decidedly abnormal, and 
in addition to that the retailer of course takes his markup on top of that; 
does not that mean that the consumer is going to pay a terrific price related 
to what the producer gets for his celery? Would it not be fairer if you 
based your markup on the cost to you instead of the selling price? 


The Witness: In all the prices that we figure the cost is definitely figured, 
the markup, not on the cost but on the selling price. We do all our markup 
on the selling price and that is a fact that is recognized by the government in 
their control policy. 


Mr. TuHatcuer: Is there a great waste in celery? 
The Wrirness: ‘There 1s. ; 
Mr. Tuatcuer: Is that why you need such a high markup? 


The Wirness: As I said, we did not need that much of a markup but we 
put it on for the reason that we tried to help this farmer move his celery. 


Mr. McGrecor: Where does this celery come from? 
The Wrirness: From Ontario, it is brought in in direct cars. 


Mr. THarcHer: Would that account for this, Mr. DeYoung. From 
November 20, to November 27, your cost remained around $2.75, and you state 
that you sold celery at that time for $4.38, and up to $6.30. What was the 
reason for that? 


The Wrrness: That was due to the psychological effect once more with 
the retail store. It was so applied in hopes that he would not be able to buy 
any more celery. You see, if a man comes into your warehouse and you tell 
him that you are not going to sell him any celery and he sees it there he gets 
sore at you because you won’t sell it to him, but if your price is high he may 
hedge and not buy, while it is too low he would probably buy more than he 
could take care of and it spoils on his hands. Now, about this November 27, 
period, that was coming on toward Christmas and he would probably buy it 
at that time if he could get it at the right price and then around December 20, 


he would call us up and say that he wanted us to take back practically all of ; 


it because it was spoiling. You see, he would not be in a position to handle it, 
and he would want us to give him a credit on what he would return. That 
was the reason the price was put up that way at the time, to keep the retailer 
from overbuying. 


Mr. McGrecor: Was there anybody else handling celery at that time — 


beside yourself? 
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__ The Wirnuss: Yes, there are two other wholesalers, fruit houses in Sydney 
that do exactly the same business as we do, call on the same trade. We also 
. ‘have wholesale grocers—not in celery, but they do dabble in other things at 
times. 

re Mr. Tuatcuer: You have taken advantage of the market to get as much 
as you could for that celery? 


The Wirness: I do not agree with you. You are referring to but one week. 

Mr. THarcuer: But you jump your figure overnight although the cost 
remained the same, you jumped it by almost $2. It seems to me that that is a 
terrific Jump in price. 

The Wirness: But that was for one week. 


Mr. THatcHer: Would it not be fair for the committee to assume that you 
have taken advantage of the market? 


The Wrrness: No sir, no, because it was only jumped for one week. 


Mr. THarcuer: Oh no, it wasn’t only jumped for one week; excuse me; 
it was kept. at $6.50, and went even higher the next week, and it stayed high right 
_ through 1947. 


The Wirness: But it did not stay nearly as high as it was before. It sold 

on October 2, at $2.39. It went up during the week to which you refer—the week 

_ before it was $1.67, and it went. to $3.55, then went down to $1.85, and at no 

time after that did-it sell as high as it was during the week of October 2 to 
October 20. 


Mr. TuatcHer: Well, I can read your figures there, I can see it for myself. 
The Wirness: That. is your answer, sir. 


Mr. Tuatrcuer: Well, you still have not explained why you took such an 
excessive markup one week when your cost remained the same. 

The Wirness: To keep the celery from going into the retailer’s store in too 
large quantities. I have explained that to you. 


Mr. TuatcHer: Why did you have to jump the price up? You did not 
have to sell if you didn’t want to. 


The Witness: You have got to consider your trade as a wholesaler. If he 
comes into your warehouse and sees the celery there and you won’t sell it to 
him he just is not going to like you. If, however, the price you have on it is 
higher than he wants to pay, well, that keeps him from getting it. On the other 
hand, as I said, if you have your price down he will buy more than he is able 
to handle and. he will later come back on you for a refund for the stuff that 
spoils on him after he gets it. 

Mr. TuHarcHer: Apparently you did not sell very much in the week of 
November 27? 


The Wirness: That would be the reason for it, the price was too high for 
him to buy. 

Mr. TuatcHer: You would not have your sales figures on this week on 
boxes of celery? 

The Witness: It might be that we could secure them, probably in six 
months or so, but we could not get it for you very readily. ' 

Mr. THatcHer: You would not have them on celery? 

The Wrirness: No. 

The Acting Cuamman: Mr, DeYoung, I think you must bear in mind this 
fact, that we have just your figures in front of us here and that tells the story 
so far as figures can. What we are doing now is giving you an opportunity to 
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elaborate, to explain just what these figures mean, to make whatever explanation | 
you like to justify what may appear to be somewhat abnormal prices. This 


gives you an opportunity of telling the whole story. 
Mr, Irvine: We are not trying to catch you, we want an explanation. 


The Wrrness: I understand that. I am trying to point out that for one 
week, November 27, as you will see by this statement, there was one week in 
particular there that the price went higher and then dropped again. I would 
like you also to bear in mind that the week of November 27, was the time of 
the year when there is a normal demand for the stuff, when there is no more 
demand for the stuff than there is November 1, or October 1. Your Christmas 
supply and your Christmas trade comes along in December, so that if there was 
any idea of excessive profiteering these prices would have carried along until 
after the Christmas rush. For that one week the price went up and it levelled 
off—that would not give you a chance to find out what was going on, or to 
know what the score was. That was one week. You know how it is, people get 
panicky when they read these things in the press and hear them over the radio 
and instinctively they want to buy all they can get. That is true of every 
industry. _ 

Mr. McGrecor: Is there any chance of the wholesaler getting panicky? 


The Wirness: There is a chance of the wholesaler getting panicky, the 
wholesaler gets panicky when it takes him two weeks to clear a market. 


Mr. Tuatcuer: You decided to get panicky in the week of November 27. 

The Wirness: We did not have an opportunity to get panicky there. 

Mr. McGregor: But you sold enough of this stuff at 68-7 per cent so that 
they were not getting panicky. * 

The Wirngss: As I explained before, that was to give the farmer a chance 
to get out from under his celery that he had. 


Mr. McGrecor: You were trying to help the farmer get out from under? 
The Wirness: That is right sir. 


By Mr. Monet: 


Q. Now, Mr. DeYoung, I want to draw your attention to imported green 
cabbage at the moment; would you please tell us why it was not possible to 
reduce the selling price on cabbage in the early part of March when it was 6 cents 
per pound and your cost had declined from 5 cents to 2:5 cents from February 
26, to March 4. Would you give us an explanation of that—A. Yes, sir. That 
was due to the fact that there was a run on cabbage. When it goes above a 
certain price the wholesaler cannot charge any more for it. Anwway, we have 
no control over what the American market is and we have to buy on the 
American market; and the American market on cabbage this year has fluctuated 
all the way from 75 cents a bag f.o.b. shipping point down in Mississippi and 
Texas up to as high as $2.50, f.o.b. and we paid $2.60, down there for one car. 


By Mr. McGregor: 


Q. They were American cabbage?—A. These are imported American 
cabbage. 

Q. I understand that you are only allowed to go to a certain markup after 
February 19?—A. Not markup, there is a ceiling price, it is not a markup. 
It is a ceiling of $3.12, per 50 pound bag. . 

@. And it fluctuated so much that in March you had a markup of as high 
as 41 per cent?—A. It is not a markup it is a ceiling. 
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Q. Well, it is the same thing; all right, ceiling; and that allowed you to 
make only so much?—A. Yes, it only allowed us to make so much, and it does 
not help us any later on when we have to pay more than we can sell it for to 


~ get the cabbage. 


The Actinc CHarrMAn: You do not have to sell at the ceiling though. 
The Wirness: We don’t have to sell at the ceiling, but the point that I 


_ wanted to make, Mr. Chairman, is that when cabbage is expensive you cannot 


sell above the ceiling. If cabbage costs you above the ceiling you can buy all - 
of it you want to but you cannot sell it at any price higher than the ceiling. 
However, there is a special regulation which allows a split-markup between the 
wholesale and the retail merchant when it goes above a certain price wholesale. 
There is a definite ceiling on cabbage. It is not like oranges where you have 
a percentage of markup. There is a definite figure set and that is the top 
and you cannot get any more. When the cost of cabbage goes above that ceiling 
you cannot get any more for it except where you get permission from the War- 


_ time Prices and Trade Board who have control over this increased split. 


By Mr. McGregor: 


Q.. There is a ceiling on cabbage?—A. The ceiling on cabbage now is $3.12 
for a 50-pound bag. Under that arrangement of the split-markup over the ceil- 
ing, as between the wholesaler and the retailer, the wholesaler could go as high as 
$4 and two or three cents—I am not sure of the cents—we cannot go above 
that $4 plus the two or three cents, and that left the retailer 50 cents, because it 


is definite—this ceiling is 9 cents per pound and that works out at $4.50 on a 


50-pound bag. 

Q. What is the highest you sell?—A. Our limit is $4 and two or three cents, 
I am not just sure. That is on a split markup basis, and we have to apply to the 
Prices Board to get permission to do that. We have to apply to the Prices Board 
to sell cabbage above the $3.12 per 50-pound bag. 

Q. Yes, but I wish you would stick to the price in pounds because we have 
it here in pounds. What is your ceiling on sales in pounds?—A. Our ceiling on 
sales in pounds is 64 cents—that is when we are getting $3.12 for a 50-pound bag. 

Q. I understand that prior to April 17, you sold at $7.50?—A. That is 


because under the board’s split markup—that is the order that has been issued 


by the Prices Board. 

Q. In other words, you can sell over the ceiling then?—A. After it has been 
thoroughly investigated as to cost by an officer of the Wartime Prices and Trade 
Board, and you have to have authority in your store in writing from a foods 
officer for the increase, and that only takes: it up to one or two cents over the 
8 cents per pound—I am not sure just what it is. 

Q. What did you say your ceiling was fixed at?—A. The ceiling we are 
selling at is 64 cents. 

Q. And you say you are allowed to sell above that?—A. After permission 
has been obtained from the Prices Board, but even at that it is 7-7, do you see. 
At the same time I may say that cabbage would not be allowed to be sold on the 
local market retail at more than 9 cents per pound in the retail stores. 


By Mr. Monet: 


Q. Is it correct to state that for the last week of April your cost was higher 
than what you were selling it for?—A. That is correct, sir. 


By Mr. Winters: 


Q. Is it a fact that the wholesalers in Nova Scotia import all their cab- 
bage?—A. We buy all we possibly can from local sources, Mr. Winters. 
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Q. Is not the amount of cabbage grown in the province sufficient to satisfy 
the demand?—A. You know what happened to your cabbage down in your 
county. We have tried to get it and could not. ‘ 

Q. It must be a matter of distribution, there is lots available. Most of the 
time they would be glad to get rid of it—A. Well, you know what happened 
years ago, a great deal of it down in your part of the country was put into 
sauerkraut—and we haven’t been able to get even that. 

Q. Well, I know several producers of sauerkraut who are wondering whether 
it could not be used by the European Relief Corporation as a relief food.— 
A. Well, I know that with respect to what we get in Nova Scotia we have to deal 
with the individual farmer, there is no marketing organization such as they have 
up here in Ontario. 

Q. I suppose it is a matter of marketing. I was wondering whether any 
quantity of it was disappearing in the export market?—A. No, I do not agree 
with that. 

Q. I did not say that it was so, I was just wondering?—A. It is a, matter - 
of opinion. Unless we know where John Jones’ farm is, and unléss we know 
John Jones and can get him on the telephone, we cannot obtain the produce. 
There are no marketing facilities. 


By Mr. McGregor: 


Q. I have always understood when there was a ceiling price the price was 
set and you either sold at that price or you did not sell. Do I understand now 
that if you are not satisfied or some condition arises, you can go to the Wartime 
Prices and Trade Board and get those figures changed so that you can sell above 
the ceiling?—A. Certain orders are issued by the Wartime Prices and Trade 
Board here in Ottawa. which orders deal with specific items. This winter they 
happened to cover cabbage and carrots. The order does not affect the retail 
ceilmg. It does not affect the consumer’s price and it just means that if the 
retailer is satisfied to handle the produce at a reduced mark-up-we can take 
more. When we get more the retailer gets less because the retail ceiling is still 
the same. The retail ceiling on that. cabbage was 9 cents a pound. If we got 
more money the retailer got less. 

Q. In other words you make arrangements with the Wartime Prices and 
Trade Board that you will get more and the retailer will get less?—A. Yes, if 
the commodity is over a certain cost. The Wartime Prices and Trade Board 
makes that arrangement with us, we do not make it with the board. The 
Wartime Prices and Trade Board order must be issued. 


Q. You make application?—A. The order comes from Ottawa first. 


By Mr. Monet: 


: o You are entitled to take a part of the mark-up of the retailer?—A. That 
Is right. 

Q. In the long-run the price to the consumer does not change?—A. That is 
correct. 

Q. With respect to carrots, local No. 1 washed carrots, would you tell us 
whether the carrots which you sold from October 2 to March 25 are | 
purchased from farmers as required, or did the company already have those — 
carrots, having purchased them in quantity last fall?—A. They were purchased 
in car lots from Ontario as required. They were practically all purchased from 
one firm until about the 29th of January and somewhere in there that firm 
ran short of carrots and we had to go to the Montreal market. We bought 
them from a broker in Montreal. 

Q. None of the carrots about which you have given us information were 
purchased from farmers?—A. No, not from our local farms. Those purchases 
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- would amount to less than a carload altogether. These cars reflected here were 
_ purchased from Ontario. 


Q. From Ontario and from the Montreal market?—A. The last one is 
purchased on the Montreal market but until February they were all from 
Ontario. 

Q. As of October 2 the price—your most recent purchase I take it—was 
3:6 cents, and that figure applies from October 2 to November 27. Are those 
all of the same lot?—-A. No, sir. 

Q. Those were purchased at different times?—A. As we needed them, 
probably ten days apart. 

Q. Purchased at the same price?—A. At the same price but not at the 
same time. When we wanted a car we called Ontario and bought them. 

QQ. Can you give some explanation as to the very high price which, as we . 
see on this statement, prevailed in the month of March as compared with your 
most recent purchase?—A. Yes, sir, we have come to where the carrots were 
purchased on the Montreal market and we had to pay the market price. The price 
on all vegetables began to increase because they were getting in short supply and 
we had to pay the market price in Montreal. We were buying from brokers 
and not direct from shippers in Ontario. 

Q. So you had to suffer the increased price charged on the Montreal market? 
—A. That is correct, sir, as shown in our cost figures. 

Q. If we look at your percentage of profit on selling price we see that for 
the period from October. 2 to March 25 the percentage does not vary very 
much?—A. That is correct. 

Q. What would you consider a normal mark-up for local washed carrots, 
in the area in which you do business?—A. From 17 per cent to 20 per cent. 

Q. Now turning to statement 2 and the last column, I refer to onions, Did 
you purchase onions in advance from local growers?—-A. There are no local 
growers of onions in the maritimes. There may be a few onions grown but they 
are not marketed. The onions purchased in the maritimes come from Ontario, 
British Columbia, and in some seasons of the year, from Texas. 

Q. They are not grown there?—A. No, unless there are a few.grown 
for home consumption. 

Q. Do I take it from October 22 to April 22 you purchased the onions 
which you have there listed from the Montreal and Toronto markets?—A. No, 
we purchased them from shippers in Ontario. 

Q. I see that on December 18 and on January 15 the percentage of 
profit to selling price is 42-9 per cent, 44-6 per cent, and it reaches 48-6 per 
cent in that period. Would you have some explanation to give the committee 
for what appears to be an abnormally high mark-up as compared with the 
rest of your business?—A. If onions are not proper storage onions in the first 
place they may not keep too well and there may be some waste. That is the 
time when you have the severest weather and it is rather difficult to deliver 


out of town without getting some onions frozen so we must protect ourselves 


against damage by frost. Also, this year, we have had to look for a little more 
profit on some things in order to carry along. As our statement will show we 
were justified in looking for more profit. 

Q. So you did look for a little higher profit on onions?—A. We had to, 


- in order to carry along. 


By Mr. Thatcher: 

Q. On that same point, Mr. DeYoung, on November 6 your cost was 3-6 
as against selling price of 4-0 but up to January 15 your sale price increased 
steadily although your cost stayed at the same level. Your selling price on 
January 22 is 75 per cent higher although your cost has remained the same. 
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The reasons you have given are damage by frost and things of that kind, 
but would it not ‘be a situation where a shortage was created by the embargo?— 
A. No, definitely not. There was no shortage of onions created by the embargo. 

Q. There was not?—A. Not at that time. 

Q. You could get all the onions you wanted?—A. The onion shortage 
would not have an effect until March or April when we normally import them. 

Q. If there was no shortage how could you jump your selling price 75 per 
cent in two months when the cost was the same?—A. Evidently they were 
continuing to go up on the Montreal and Toronto markets. 

Q. There must have been a shortage?—A. No, not necessarily. 

Q. Witnesses have been telling us that it is supply and demand which 
sends the price up and when there are shortages the price goes up? How 
else would a product jump 75 per cent in two months?—-A. Perhaps the growers 
were looking for more money. the 

Q. Your evidence shows that your costs are the same?—A. We may have 
had those onions. I stated before that we may have had onions for four 
or five weeks. 

Q. This is eight weeks?—A. We might have had a couple of cars in there 
and if we did have a car in on the 24th of December it would not be eight weeks. 

Q. You are putting in a lot of “ifs” but I am trying to find out what the 
situation was?—A. I said that we bring them in as we need them. 

Q. But in that period you have raised the price 75 per cent and you must 
have taken advantage of the shortage somewhere?—A. I cannot agree, sir. 
There was no shortage of onions. The market might have advanced or the 
growers might have been looking for more money and the shippers might 
have been asking for more money for onions at that time. 

Q. So you just put up the price as the market advanced?—A. We had to, 
because we must put our price down with the market when it goes down. 


Q. I thought you told us awhile ago that you based your selling price on — 


— cost?—-A. We do when it is possible. 


Q. But it was not possible to do so here? Your cost remained steady but 


you advanced your selling price?—A. We have to do things like that when 
our supplies are practically cut in half. . 

Q. You diverted from your usual practice?—A. You are not speaking of 
normal prices now. 

Q. You are making two statements which differ and I am trying to reconcile 
them. In this case you advanced your selling price but the cost remained the 
same.—A. My statement was to the effect that in normal, times we look for 
15 per cent. You are now not speaking of normal times because December 
and January were not normal times. 

Q. Why? Because there was a shortage?—A. No sir, it was not because 
of shortage. 

» Q. What was abnormal?—A. It was abnormal that our imports, several of 
our imports, were wiped out entirely, and the ones we were allowed to bring in 
amounted to only 50 per cent. : : 

Q. Several imports were wiped ovt?—A. You have heard all this before. 

Q. You are talking of onions?—A. I am speaking of the business over-all. 
We cannot take any one commodity and say that we will make so much on this 
and it will carry the business for the year. We have to consider volume, 
and if volume is wiped out— 


Q. That may be true but this committee is trying to find out why prices 


have gone up and your prices have gone up 75 per cent in ten weeks. You do- 


not need to get excited about this?—A. I am just trying to explain and I think 
you know the reason for the increase. I think you know it. 


Q. I think I know it but you are not stating my reason?—A. I am sorry 


that I am not stating the reason you want me to state, but I am stating facts.. 
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Several imports were prohibited and the balance were cut down 50 per cent. We 


_ take stock every month and we see our balance sheet every month—the balance 
_ sheet which you have requested here and which we have supplied—and when we 


see we are $4,000 or $5,000 in the hole we must look around for something to 
take us out of the hole, in order that we may stay in business. It might happen 
to be onions or something else. 

Q. I appreciate that but at the time the embargo was imposed your costs 
stayed steady but you took heavier profits?—A. For one week. 

Q. I am not blaming you but it would seem to the committee that your 


- company and other companies took advantage of the shortage at that time 
_to charge much higher prices to the consumer? All right. 


Mr. Monet: I have no more questions. 


By Mr. Irvine: 
Q. I think Mr. DeYoung indicated that in connection with fruit, and this 
would apply I presume to certain kinds of vegetables, and all perishable goods, 
due to that perishable nature the prices must be arranged between the various 


_ grades and sizes in order that the merchandiser may get rid of the poorer kinds 
before they get so bad that they must go to the dump?—A. Correct. 


Q. How much fruit went to the dump last year from your place of business? 


_-—A. I am not prepared to give that figure at the moment but I could secure 
it for you. 


Q. There was some?—A. Definitely, 
Q. I would then like to ask whether it would not be possible for your firm 
and others engaged in the same business to co-operate in canning any fruit that 


might be going bad? Yor instance you might make fruit juice out of oranges 


before they went bad. Could you not take some steps to save that produce? 
—A. Not unless you are suggesting we go into the canning business and we have 


~ enough headaches in the fruit business. 


Q. You would have to have a small canning business. 
Mr. McGrecor: Do not worry about that, their losses are not sufficiently 


= great. 


Mr. Irvine: I wondered if they were sufficiently great to take that alternative. 


If the loss is great enough they might take steps to safeguard that food from 


being wasted. 
The Actinc CHAIRMAN: That is another question—whether it would be 


: profitable. 


Mr. Irvine: It might lead to a reduction in prices if they prevented great 
quantities of these goods going to waste. If that is true some steps ought to 
be taken. 

The Wirness: Our firm is not large enough to warrant that action. We 
serve only a small area with a small population. You would also have to con- 
sider the fact that every wholesale outlet would have to do the same thing 
because when fruit starts to deteriorate it is not in condition which would 


permit it to be carried, and you would have to have canneries all the way from 
_ Sydney to Vancouver. 


Mr. McGrecor: There is not very much loss when the market is moving 
the way it has been. Dumping only occurs when there is a glut on the market. 


The Witness: No, there are other times. There are two months of the 


_ year when it is generally recognized that there is a lot of loss. 


The Actinc Cuarrman: Mr. Irvine’s question would be quite proper if there 
is quite a considerable loss because it would certainly have a relationship to 


price. In other words the relationship would exist if they must make an additional 


profit on other items to cover losses due to spoilage. 
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Mr. McGrecor: When things are turning over from day to day there is 
very little loss. 

Mr. Irvine: If there has been no such loss, or if it is a very minor loss, 
then I say that the price of 288 oranges was very much higher than it ought to 
have been. 


Mr. McGrecor: There is no doubt about that. 
The Acting CHAIRMAN: The witness has answered that question. 
‘Mr. Irvine: It is on the basis of his answer that I put the question. 


By the Acting Chairman: 


Q. Can you give any further information?—A. I can only say that on a 
percentage basis the loss is very, very small. It is great at times and you get 
particular carlots where you have large losses but on the whole it is not very 
much. It is serious at times but at other times it is not serious. 

(). It does not have any serious affect on the cost of living as far as fruits 
and vegetables are concerned?—A. Definitely it has, because we are only speak- 
ing now of the wholesale outlet. Loss comes in from the time the produce leaves 
the grower. It is handled by the grower, by the shipper, by the terminal market, 
by the distributor, the retailer and so on right down the line. 


The Acrinc CHAIRMAN: If there are no further questions I want to thank 
the witness for his attendance and presentation. 


Mr. Breavuporn: Mr. Chairman, may I suggest that it is getting too late 
to start with another witness. 


The Acting CHatrMAN: I think it might be advantageous to have the 
witness sworn now and perhaps the exhibit can be entered and handed to the 
members of the committee and they will have a chance to Buudy. it before 
tomorrow morning. 


Michael Blidner, Partner, Dominion Fruit Company, Toronto, Ontario, — 
called and sworn: 


By Mr. Monet: 


Q. Mr. Blidner, would you please give your full name?—A. Michael 
Blidner. 

Q. And what is your home address?—A. 506 Roselawn Avenue, Toronto. 

Q. I understand you are a partner of the Dominion Fruit Company?— 
A. That is correct. ; 

Q. Would you give the name of the other partner?—A. Louis Soupcoff. 

Q. Are there any other people doing business under the name of Dominion | 
Fruit Company?—A. No. a 

Q. The address of the company is 88 Colborne Street, Toronto?—A. That 
is correct. 


Q. I understand this company has no relation to the Dominion Fru 
Limited of Winnipeg?—A. No. , 


Q. Now I would ask you to file as exhibit 112 the questionnaire which | 
has been answered by your company. 
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i: : Exuiwir 112—Preliminary Information, Fruit - and Vegetable Inquiry, 
E: _ Dominion Fruit Company, 88 Colborne Street, Toronto. 


STATEMENT 1—GENERAL INFORMATION 


1. Name of Company: Dominion Fruit Co. 
2. Address of head office: 88 Colborne St. 
3. Date commenced business: May, 1938. 


4. Names and addresses of parent, subsidiary and affiliated companies: 


5. Names and addresses of officers and directors or partners: M. Blidner; 
u. Soupcoff. 


6. Location of branches, warehouses and other places of business (includ- 
1g those of subsidiary companies engaged in the fruit and vegetable trade): 
88 Colborne St. 
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STATEMENT 2—Pricrs—CELERY 
DOMINION FRUIT CO. 
(Toronto, Ont.) 


SeLtinc Price anp Cost or Most Recent PuRCHASES oF CELERY 


eos wooo 


Cost of 
7 : 3 most 
Date Average setae price roeent 
Pel ne purchase 
per crate 
ecco Good 
Quality _ Poo. iy. 
1947—October Rte At EE cob d eet et: TA oh tear SER 1.50 Nil 1.10 
October OE scott ante BCR WAR EtEE, £08 gouache kee Pea 135 Nil 1.00 
OUD CT eNO eae ee ye OPA Slice cre ee enn 1-25 Nil 1.10 
October me. Join. ate ie ican ane eee eae 1.85 Nien, 1235 
OCG bermemaOsntre.: te se ie eee Maye ete mena 1.90 .95 1.65 
INOVELIIDetRCONE fata Sco Uae ee Cae ee eee 2.35 1.60 1.45 
ING weber bytes Seti eee ent or hs Er! tel ote bin aia 2.35 1.50 2.00 
INeimemaber 20 eens torn ee 8 chee ini eee Rone g eee ates 3.00 215 4.35 
ING VCH DOI Maiaee ar Remit is ovr ne en oe eee 4.25 ano 3.90 : 
Weceniber hes Mae ake we pee a ake |e Mee ee SO eD 4.00 PASTS Nil 
December! hie tse es 2 le A oe a ea) oe eae 4.75 2.00 4.05 
WECEDIDCIINS ce eea Tay he MeN ee a. ee 5.00 3.50 Nil 
5 EYEE) sa eyo) Oe SURE NN cam Cee AR ee ty am a os a a) 2.50 Nil 
Decent MeIyoue Ve Matt Tete ee ree ti, Mims tate tne 6.25 4.00 6.50 
1948—January Se cere MNeY fener We ht Oe SS Regence rae, 9.00 3.50 6.00 
JADU AI eel ORs oooh sme ERE NEE ern, We Eralagy ee ait 9.00 6.00 Nil 
ATUL at OD) UN Ooi evar meee et Rae ye tien poe 9.00 7.00 Nil 
VARA L yee CO RAM ear eey, EAN NG Oy a er Nt pede ee ee ME 11.00 5.00 Nil 
He DrUabyapen Oe. ee ey Bere oe eek Cee Ren eee 11.00 Nil Nil 
cach a git area eee eee MEO Me it tao MAE DCR iec ace idem Beg Be 
He brUar yee LO sett a 8k, 2 os oat, eae whedon. fe ane Ria | re oa ee SDE aa Re ome eat 
HeDLUAT yg Os seit Shey Le, Sie ae a pane nal eagle Sanaa | ea eel mae coca ck 
March Bes cle shag orgcn gor Lhe Re ed at eR ge he ae Masaya eae a 
March De eo ent tens ila bua'D.d noes oo Sok oO eee alathocese net | gee Lge oy 25 oo | ae in | ee 
March US assed. 5 he te ttlacate bara! Guete hie lard uvelsy AEE oe el NUMER, ceayeece ae ea ae 
March DOS 2 Fe jectual ype wie os ators Suatd ogtatole Dim vim.ess Adecco eee eee Er ee 
April Mee Ee wie vk wos aun airing e's Me be'd hele o btute boom obo] cate ee ene ee ae 
April Cee nee i wera nl Mn nea AR Sanu tuR Cts [ee etic te 
Arpil 1a ae vek eee poh Ae TP AY ace Wak S'aopavelal ats. Ease yuce-ace, sett wove ee ce HAE Rae eee ee ace 
April Das coin oe Se ins 0 De a suse Listas ale aia ele alba, Sls dake occu ee ORR cee eae 
Apnil 5 ee ee a ee mn MONO y reLTW IN RR Se Ce NC 
Nore: Local celery is not sold according to grade, but according to quality and condition. 
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4 StTaTeMent 3—Cetery 
DOMINION FRUIT Co. 
: , (Toronto, Ont.) 


SALEs AND Prorits on Locan CELERY 


1946-47 1947-48 
wart season season 
Volume handled (crates)— 
¥ Celery purchased by COT DAV ateam LMR nn. ae [aha See Sera meee 42,429 48, 292 
Celery handled on commission basis..................00000 00 21,491 Nil 
i" OAR DAN Aaa Ph 4h oe rM Ee be Gk ete 63,920 48, 292 
Re ee. ee ee ra as he oe 100,138 |$ 163,082 
OOM OTS eles Ae gee). a ae 79,630 102, 844 
SE a athe Ge ier a ee chat i 20,508 |$ 60, 238 
Commission earned on celery handled on commission basis........... 2,714 Nil 
j Total gross earnings from celery s1.5.0¢. 1 sake ee ke 23,218, \$ 60, 238 
; Per cent gross profit to sales.........00..0.00.e0e0eZoceeee ee, 20-5% 36-9% 
Gross earnings per crate: Fence 
. On celery purchased by COMAD ATIVAN atest) teri ne aes (ae a ee ee Oe | 48 {§ 125 
__ On celery handled on commission basis....00.000.0 0/0/0707.) fl a Vn ah A ee 
eeu DGndled acy gives ies ket ee .36 1$ 1,25 
. 
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Mr. Monet: The witness has expressed a wish to read a statement which he 
has prepared and which it attached to the exhibit now being distributed to the 
members of the committee. 3 


The Actine Cuairman: Is it agreed that the witness now read his statement? 


Agreed, 


The WITNESS: 


DOMINION FRUIT COMPANY 


Fruit AND VEGETABLE DISTRIBUTORS 
88 Colborne Street 


Toronto, Canada, May 5, 1948. 


Special Committee on Prices, 
House of Commons of Canada, 
Ottawa, Ontario. 


GENTLEMEN: 

In order to give the committee a clearer picture of how the local celery deal 
is handled we submit the following: 

Celery which is placed into cold storage in the fall of the year has a definite 
life expectancy. 

Celery is grown and stored principally in four sections of Ontario: 


1. Bradford. 
2. Thedford. 
3. Burlington. 
4. Islington. 


The celery grown in these four sections is harvested and stored in the order 
they appear above. Each of these sections harvest and store about two weeks — 
after each other. In other words, Islington celery is put into storage about six 
weeks later than Bradford celery. eke 

Therefore, each section has its own life expectancy in cold storage, and 
under normal circumstances it will live to a certain definite date. However, — 
due to disease or a weakness in the constitution of the celery, in many instances — 
it will not live as long as expected. While, on other occasions, it will live longer | 
than expected, because it is healthy, and has a strong constitution. . 

In order to market profitably, and ensure supplies during the months of — 
December and January, the life expectancy of each individual block of celery 
must be determined. Each grower or dealer who owns celery must keep constantly — 
examining the celery in cold storage. Timing, experience and good judgment — 
are of prime importance. ‘Cost of celery cannot and must not enter the picture. — 
The celery which appears that it will deteriorate first must be marketed first, — 
while it is still in good condition, and before it breaks down. § 

The market price is not made by any one individual but by the growers 
who own the celery. The price they ask is a factor in determining the market. — 
Furthermore, there are many growers who do not sell their celery outright, but 
give it to the commission merchants to sell for them. It is a common practice 
amongst the growers to divide each shipment amongst two and sometimes three — 
commission merchants. When the grower receives his statement of returns 
from each, he compares one with the other. This has a tendency to create 
competition amongst the commission houses to get the highest possible price for 
the grower, taking into consideration the supplies available and the quality of 
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the merchandise. It is, therefore, only logical that the growers will ship their 

merchandise to those commission houses that consistently get for them the best 

prices. When the grower sells outright he takes no further risk or gamble as 
to the condition of the merchandise or the market. When he ships on commission 
he takes all the risk. Naturally on a good market he benefits by extra profits, 
on a poor market he suffers a loss. 


Yours truly, 
DOMINION FRUIT COMPANY, 
(Sgd.) M. BLIDNER 
(Sgd.) L. SOUPCOFF 
LS/GW. 


j The AcTiING CHAIRMAN: Is that as far as you intend to go this evening, 
Mr. Monet? 


Mr. Moner: Yes. 
The meeting adjourned, to meet Thursday, May 20, 1948, at’ 11 a.m. 


Ppt 
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APPENDIX 


WARTIME PRICES AND TRADE BOARD 
ADMINISTRATOR’S ORDER No. A-2507 


MAXIMUM PRICES OF IMPORTED NEW POTATOES 
Under powers given by the Wartime Prices and Trade Board to the 


Co-ordinator, Foods Administration, it is hereby ordered as follows:— 


Part I—InTRoDUCTION 


1. This Order comes into force on May 17, 1948, and fixes maximum prices 
for imported new potatoes of all kinds, grades, qualities and varieties grown in 
1948. Such potatoes are hereafter referred to as imported new potatoes. This 
Order does not apply to sweet potatoes or yams. 


2. All prices fixed by this Order are maximum prices and must not be 
exceeded. No charge may be made for a container or for packing, handling or 
any other service which results in the sum of the price and the charge for the 
container, packing, handling and/or service exceeding the maximum price. 


3. For the purposes of this Order, 


(a) “sell” includes offer to sell; 

(b) “wholesale distributor” means a person who in any sale, sells imported 
new potatoes at wholesale and “sell at wholesale” means to sell otherwise 
than at retail or to a consumer. 


Part II—Sates By WHOLESALE DISTRIBUTORS 


Sales of Imported New Potatoes by the Wholesale Distributor Himself 


4. (1) The maximum price at which a wholesale distributor may sell any 
imported new potatoes, imported by him, shall be the sum of the following, 
f.o.b. his place of business: — 

(a) the actual price paid for the imported new potatoes, expressed in terms 

of Canadian currency, at prevailing rates of exchange; 

(b) the amount actually paid by him for icing or refrigeration services; 

(c) the bank and foreign exchange and the customs duty, excise tax, insur- 

ance charges and transportation charges at not more than the carload 
lot freight rate that are to be borne by him and are not included in the 
amount fixed by clause (a) preceding; 

(d) a markup not exceeding, 

(i) the rate of 15 cents per 100 pounds of imported new potatoes on 
sales to another wholesale distributor; or 

(ii) the rate of 30 cents per 100 pounds of imported new potatoes on 
sales to a retailer; 


provided, however, that in order to determine, for the purposes of this Section, 
the sum of (a), (b) and (c) preceding, such wholesale distributor shall at the 


commencement of business on Monday of each week average the cost of all 


imported new potatoes on hand and purchased by him under condition of sale 
providing for delivery in that week and such wholesale distributor shall retain 
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in his place of business a copy of his cost sheets available for inspection by an 


authorized representative of the Board at any time within 12 months of the. 


week to which it relates and such wholesale distributor shall on Monday of each 
week forward a report to the Foods Officer at the nearest office of the Board 
showing his average laid-down cost of imported new potatoes for that week. 


(2) In any ease in which it is not feasible for any wholesale distributor to 
determine his cost of any imported new potatoes sold by him in any week accord- 
ing to the provisions of subsection (1) of this Section, the Co-ordinator, Foods 
Administration or some other duly authorized representative of the Board may 
prescribe the method by which such wholesale distributor shall determine his 
average laid-down cost of such imported new potatoes. 


Sales by Wholesale Distributors of Imported New Potatoes 
Purchased from an Importing Wholesale Distributor 


5. The maximum price at which a wholesale distributor may sell any 
imported new potatoes purchased by him from a wholesale distributor who 
imported the new potatoes into Canada, shall be the sum of the following, f.o.b. 
his place of business:— 

(a) the maximum price as fixed by this Order at which the imported new 

potatoes may be sold to him by his supplier; and 

(b) the actual cost of transporting the imported new potatoes by common 

carrier to his receiving point from his supplier’s shipping point, if his 
supplier is not by this Order required to deliver free to him; and 

(c) a markup not exceeding the rate of 15 cents per 100 pounds of imported 

new potatoes. 


Sales by Wholesale Distributors Not Covered by Sections 4 and & 


6. Unless otherwise authorized by the Co-ordinator, Foods Administration, 
or some other duly authorized representative of the Board, the maximum price 
at which a wholesale distributor, not referred to in Sections 4 and 5, may sell 
any imported new potatoes, shall be the sum of the following, f.o.b. his place 
of business:— 


(a) the maximum price as fixed by Section 5 at which the imported new 


potatoes may be sold to him by his supplier; and 

(b) the actual cost of transporting the imported new potatoes by common 
carrier to his receiving point from his supplier’s shipping point, if his 
supplier is not by this Order required to deliver free to him. 


Sales by Wholesale Distributors in 10 and 15 Pound Packages 


7. If a wholesale distributor packs the imported new potatoes in containers 
containing 10 or 15 pounds of potatoes, he may, on a sale of such imported new 
potatoes, charge the buyer an additional amount not exceeding 3 cents per 
10 pound container of potatoes and 4 cents per 15 pound container of potatoes. 


Delivery To Be Free in Certain Cases 


8. If the sale of imported new potatoes by a wholesale distributor is to a 


buyer whose place of business is within the limits of the city, town or village in 


which the wholesale distributor has his place of business or is within the whole-— 


sale distributor’s customary free delivery zone, delivery shall be free to that 


buyer. 


Prepayment of Transportation Charges 


9. At the request of a buyer, a wholesale distributor may prepay the charge 
for transporting any shipment of imported new potatoes to the city, town or 
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village in which the buyer has his place of business, but in that event he must 
show such charge as a separate item on his sales invoice to the buyer and must 
not include such charge in computing his markup. 


PART III—Satss at Rerain 


Maximum Retail Prices 


‘ 10. (1) The maximum price at which any person may sell at retail any 
imported new potatoes purchased by him from a wholesale distributor in Canada 
shall be the sum of the following: 

(a) the actual price paid by him for the imported new potatoes but not 
exceeding the maximum price that may be charged by his supplier 
under the provisions of this Order; 
if his supplier is not by this Order required to deliver free to him, the 
actual cost of transporting the imported new potatoes from his supplier’s 
shipping point to the city, town or village in which he has his place 
of business; and 
(c) a markup not exceeding, according to the size of the container in which 

the imported new potatoes are packed and sold:— 
48 cents per 100 lb. container, 
36 cents per 75 lb. container, 
30 cents per 50 lb. container, 
18 cents per 25 lb. container, 
15 cents per 15 Jb. container, 
10 cents per 10 Ib. container, 
I cent per pound for less than 10 lb. containers; 


(b 


— 


provided, however, that if the retailer purchased the imported new 
potatoes already packaged in 10 lb. or 15 Ib. containers, his markup 
shall not exceed 7 cents per 10 lb. container and 11 cents per 15 lb. 
container. 


7 (2) The maximum price at which any person may sell at retail any imported 
_ hew potatoes imported by him shall be the sum of the following:— 


(a) the amount to which, under the provisions of Section 4 of this Order, 
he could add his markup if he were a wholesale distributor; 
if he took delivery of the imported new potatoes at a point which is not 
situated within the limits of the city, town or village in which his 
retail outlet is situated, the actual cost of transporting the imported new 
potatoes from such receiving point to such city, town or village; and 
(c) a markup not exceeding, according to the size of the container in which 
the imported new potatoes are packed and sold: 

57 cents per 100 lb. container, 

43 cents per 75 lb. container, 

36 cents per 50 lb. container, 

21 cents per 25 lb. container, 

18 cents per 15 lb. container, 

12 cents per 10 lb. container, 

15 cents per pound for less than 10 lb. containers. 


(b 


— 


Sales Must Be by Weight 


e 11. No person shall sell any imported new potatoes except by weight and 
_ for the purposes of determining the maximum price of any potatoes the net weight 
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thereof, in the original container in which they were packed when received by the 
seller shall be deemed to be 
(a) as stamped or marked on the original container; or 
(b) if not so stamped or marked, as shown on his supplier’s invoice; or 
(c) if neither so staniped or marked, nor shown on his supplier’s invoice, 
that which is actually in the original container when received by him. 


Sales Invoices 


12.(1) On every sale of any imported new potatoes other than a sale at 
retail, the seller shall at the time of delivery, furnish the buyer with an invoice 
showing: 

(a) the name and identifying address of the seller and the buyer and the 

date of sale; 

(b) the weight of the imported new potatoes sold and the price per pound 

charged. 

(2) Every seller shall keep a duplicate copy of each invoice furnished by | 
him as required by this Section. » 


Records of Purchases 


13. (1) Every person, other than the importer of new potatoes, who buys 
any imported new potatoes for resale, shall, at the time of delivery of the 
imported new potatoes to him obtain from his supplier an invoice completed in 
accordance with the provisions of subsection (1) of Section 12 covering that 
transaction. 

(2) Every person who imports new potatoes for resale shall, before selling ~ 
such imported new potatoes, record on the copy of the invoice furnished him by ~ 
his supplier any of the particulars referred to in subsection (1) of Section 12 — 
which are not recorded on that invoice when it is received by him. 


(3) Every person who buys any imported new potatoes for resale shall, — 
at the time of delivery of the imported new potatoes to him, obtain a receipted 
bill covering any amount paid by him for the transportation of the imported — 
new potatoes. 


Retention and Inspection of Invoices and Transportation Receipts 


14. Every duplicate copy of an invoice which a seller of imported new 
potatoes is required by this Order to make and keep and every invoice and 
transportation bill or receipt which a person who buys imported new potatoes 
for resale obtains, shall be kept by him available for inspection by any author- — 
ized representative of the Board at any time within twelve months of the date _ 
of the transaction to which it relates. os 
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Sales Slips on Sales at Retail 


15. Every person who sells imported new potatoes at retail shall upon 
request of the buyer furnish him with a sales slip showing the date of sale, the 
seller’s name and address, the quantity and price of the imported new 
potatoes sold. 


Dated at OTTAWA, this 14th day of May, 1948. 


IF. 8. GRISDALE, 
Co-ordinator, Foods Administration. 
Approved: . -? 


K. W. TAYLOR, 
Charman, Wartime Prices and Trade Board 
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Norr:—The following is a list of the Foods Officers of the Wartime Prices 


and Trade Board and their addresses. Section 4 of this Order requires each whole- 
sale distributor who imports new potatoes to forward on Monday of each week 
to the nearest Foods Officer a report showing his average laid-down cost of 
imported new potatoes for that week:— 


¥ Foods Officer Address 
BA Wilkinson ........... Marine Bldg., Vancouver, B.C. 
A Beery a Oadler:: aa. coeds Monarch Bldg., Edmonton, Alta. 
A. R. Mackie ...... todas 1708 Hamilton St., Regina, Sask. 
Mr H. Fisher ..../.2..... Power Bldg., Winnipeg, Man. 
Bes Halles eee. Northern Ontario Bldg., 330 Bay St., T oronto, Ont. 
BG. E. Haivicish 5 Dominion Public Bldg., London, Ont. 
Bere Srntths erohcs. . 2 oe. 383 Main Street, North Bay, Ont. 
Bee COLIN \a zi o's b oels Elgin Bldg., Ottawa, Ont. 
Me PICO. rte k bop Aldred Bldg., Montreal, P.Q. 
MA. Bazin 2.0 p Palais Bldg., Quebec City. 
Berets Vallis heey cn il ee. 58 King St., Saint John, N.B. 
Beer Clarkex: 2. 232.4 Eastern Air Command Bldg., Halifax, N:S. 


Miss L. Duchemin 


— 
= 


eres Chappell Bldg., Charlottetown, P.E.I. 
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SESSION 1947-48 
HOUSE OF COMMONS 


MINUTES OF PROCEEDINGS 


TuHurspay, May 20, 1948. 


The Special Committee on Prices met at 11 a.m., Mr. Mayhew in the Chair. 


q Members present: Messrs. Beaudry, Beaudoin, Harkness, Irvine, Kuhl, 
uesage, McGregor, Mayhew, Thatcher, Winters. 


Mr. Fabio Monet, K.C., Counsel to the Committee, in attendance. 


; Mr. M. Blidner, Dominion Fruit Company, Toronto, was recalled and 
ff ther examined. 
_ Witness discharged. 
_ Mr. Ruben Marlow, General Manager, Marlow & Co. Ltd., Toronto, was 
called, sworn and eximined 


; _ At1p.m. witness retired and the committee adjourned until 4 p.m. this day. 


AFTERNOON SITTING 


: _ The committee resumed at 4 p.m., Mr. Mayhew presiding. 


Members present: Messrs. Beaudry, Beaudoin, Harkness, Irvine, Kuhl, 
id cGregor, Mayhew, Thatcher, Winters. 


Mr. Fabio Monet, K.C., Counsel to the Committee, in attendance. 


Mr. Marlow was recalled and further examined. 

Witness discharged. 

Mr. J. R. Caldwell, President, Caldwell Fruit Company Limited, Montreal, 
os called, sworn and examined. He filed, 

Exhibit No. 1183—Statement of account re purchase and sale of one carload 
of potatoes (car PFE 62554) by Caldwell Fruit Co., Ltd. (Printed in this day’s 
M ‘inutes of Evidence). 5 


_ Witness discharged. 

"Mr, Mac Shore, Manager, Mac Fruit Company, Toronto, was called, sworn 
and examined. 

Witness discharged. 
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~ Mr. Zoel Parent, President, Parent, Goyer 1 Compan Wiese “was. eatled 
sworn and examined in French. (Translation of Mr. Parent’s s evidence appears: 
in Appendix to this day’s Minutes of EO : 


He filed, 

Exhibit No. 11 4—Series of four statements prepared by Parent, Goyer & 
Company, in answer to questionnaire. (Printed in this day’s Minutes of 
Evidence). weer 


For the duration of Mr. Parent’s examination Mr. Beaudoin oceupied the 
Chair. 
At 6 p.m. witness discharged and, on motion of Mr. Irvine, the committee 
adjourned until Tuesday, May 25, at 11 am. 


R. ARSENAULT, 
Clerk of the Committee. 


MINUTES OF EVIDENCE 


House oF Commons, 
May 20, 1948. 


The Special Committee on Prices met this day at 11.00 a.m. The Acting 
Chairman, Mr. R. W. Mayhew, presided. 


The Active CHAIRMAN: Gentlemen, we have a quorum and we will proceed. 
Probably before we go on I might state for the information of the committee, 
this is before the steering committee have discussed it, that we are not meeting 
on Monday, which probably most members will not want to do on account of 
the holiday and members being out of town; Mr. Monet would be able to finish 
with vegetables on Tuesday; and on Wednesday Mr. Dyde wants to finish meat. 
On Thursday Mr. Towers would be available and he has been requested to 
appear. That takes us up to Thursday and that is about as far as we can 
go at the moment. Textiles would not be ready by Thursday. I am not saying 
that this is the program. I am just giving that as the way it looks at the 
present time as to what is likely to happen. 

Mr. Monet: Mr. Towers will take the full day on Thursday. 


The Actinac CHarrMAN: Yes, I am quite sure that the committee would 
want Mr. Towers probably to take all of Thursday if necessary. 

Mr. Tuatcuer: Rather than take too many holidays would you consider 
having the Woods people in, if Mr. Dyde is not ready to proceed? 

The Actine Cuarrman: It is not what I would consider, it is what the com- 
mittee would consider. Did I understand you to say that it was a matter of 
working conditions in the Woods plant? 

- Mr. Tuarcurr: Well, they are a textile plant and I would just like to 
have them examined as to their prices, also. 

The Actinc Cuarrman: If it is prices, of course it would be quite in order; 
but if it is working conditions in the plant, that is not part of our reference. 


Mr. Lesace: You had better call Mr. Duplessis to tell you about that. 
Mr. Tuatrcuer: Can we subpoena a provincial premier? 

The Actinc Cuairman: Are you ready to proceed, Mr. Monct? 

Mr. Monger: Yes. 


‘+ _M. Blidner, Dominion Fruit Company, 88 Colborne Street, Torento, 
“recalled: 3 


By Mr. Monet: 


Q. Mr. Blidner, before dealing with the general questions as to the infor- 
mation you have submitted I have a few specific questions on the questionnaire 
which has been submitted by you. I would like to ask you a few questions on 
the statement you made yesterday which is attached to and forms a part of 
exhibit 112. You said in that statement that the cost of celery does not ente1 
‘into the picture of price, or the price at which it would be sold. Would you com- 
ment on that? Would you tell us why it should not enter into the picture of sales 
_price?—A. This is the reason. You may have two blocks of celery identical in 
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price, bought the same day. A week later your examination might show that 
one block of celery must be moved within a reasonable length of time whereas 
the other block of celery can be kept, you figure it can be kept for two months.” 
Well, you take that first block of celery which you feel must be moved and 
you take the market price regardless of your cost, whether there is a half 
dollar of profit or a quarter or half dollar loss, it must be moved or it will 
deteriorate and you will have to dump it. 

Q. Does a situation of that kind happen very often where you have to sell 
it at less than what it cost you?—A. It happens in quite a number of cases, yes. 

Q. It would not happen very often, would it though?—A. Yes, I would say” 
it would happen quite often. 4 

Q. We will deal with your statement a little later on but from the examina- 
tion I have made would you care to say that in 1947, it did not happen very 
often, that you did not take much of a loss in 1947?—A. No, I disagree with 
that statement. | 

Q. You say that on account of the reasons you have given you might hav 
had to sell celery at a lower price than what it cost you in the fall of 1947; is 
that your answer?—A. Yes sir. 3 | 

Mr. Tuatcuer: How would the witness verify that from his statement. I 
don’t just follow that. 

The Wirness: I can prove that by showing sales of celery on a $9 market 
at $5, which would be on a case of that celery $1.55 below our costs. That is 
where it developed root trouble, and when sending that lot of celery out we 
deliberately wrote on the invoice the statement that celery contained this blac 
root condition and that under no circumstances could the buyer have any 
recourse since we definitely told them the condition was there. 


By Mr. Monet: 


Q. Your evidence is this, that as far as celery is concerned a certain situa- 
tion may develop which you could not take into consideration in fixing the 
market price in relation to cost?—A. That is right = 

Q. Also on this statement you say that when you sell on a commission basis 
you have to sell for the benefit of the growers as high as possible. Is that correct; 
to get a price that is as high as possible on everything you sell on commission? 
—A. That is right. 

Q. Am I to take it that in 1947, as far as your company is concerned you 
did not sell any celery on a commission basis?—A. No, we did not. | 

Q. So this factor of trying to get as high a price as possible for the grower 
because you were selling on a commission basis did not enter into consideration 
in your business last fall?—A. That is right. £ 

Q. Whatever high price you may have been able to obtain you got all the 
benefit?—-A. That is right. Fi 

Q. Now, would you describe for the benefit of the committee—at. this time 
I think I should state for the benefit of the members of the committee that this 
company has been called to give evidence as to its operations in celery only. 
The information requested on statements 4 and 5, is the same as that requested 
from the other fruit and vegetable dealers who have been heard already, but o 
statements 2 and 3, other information has been requested as to price and cost 
of celery only and as to the profit, and the handling of local celery during th 
past few seasons. This company has not been asked to give complete informa- 
tion as to its selling prices of products other than celery, although it has been 
asked to submit figures on its over-all operations. et 

Mr. THatcHer: Excuse me, Mr. Monet, would you have the witness explain 
why you have on this celery sheet the two columns headed “good quality and poo! 
quality”? That is different from the quality indicated by other companies. Is 
there some reason for that? 3 


* 
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Mr. Monet: I will ask the witness the cause of that. It was intended to get 
similar information from this witness to that which has been obtained from other 

witnesses who have appeared here. I will ask this witness to give us some 
explanation as to the difference in quality. So far as I am concerned, I thought 
we were dealing with the same qualities in all these statements. 


a 


By Mr. Monet: 


Q. Would you describe for the benefit of the committee the nature of your 
_ operations? I understand that you are not dealing only in celery —A. No, we 
__ have a general line of mainly imported produce, celery being the big exception 
in our local commodities which we purchase. We purchase that through brokers 
here and in the States. 

Q. You said that you deal mainly with imported goods?—A. Yes. 

Q. What would be the proportion of your dealings in imported as compared 
to domestic produce?—A. I would say that celery is around 30 or 35 per cent 

of our business, 

Q. That would be 30 to 35 per cent of your business?—A. That is right. 

@. And as to importations, what would be the proportion of imports? 
—A. You mean of imports in relation to our entire business? 

Q. Yes, in relation to your entire business—A. I would say from 65 to 70 
per cent, that would be a rough guess. 

Q. And that would be on all your operations, and with respect to celery you 
_ say your domestic production would be between 30 and 35 per cent?—A. Yes. 

: Q. In what other lines do you deal in your business speaking of both imported 
and domestic goods?—A. Oranges, grapefruit, celery, lettuce, carrots, cabbage, 
- potatoes, onions—that is about the main items. 
; Q. And who do you sell your produce to?—A. Retailers in Toronto and 
jobbers and processors in Toronto and vicinity. 
~ Q. Does it also happen that you sell to other wholesalers?—A. Yes sir. 

Q. Would that be a large proportion of your sales?—A. It would be a fair 
proportion. ; 

Q. Would you sell to retail stores?—A. Yes. : 

Q. Would that be a large proportion of your business?—A. It could run 
large. , 

Q. It would be a good proportion?—A. Yes. 
Q. Dealing now with your statement 5, Mr. Blidner; I notice that you did 
_ not supply the committee with the information requested as to your monthly 
_ operations in the same form as witnesses who have already appeared before us. 
Would you give an explanation as to why you did not supply that information | 
which I would qualify as quite important.—A. We have never taken a formal 
monthly statement. We feel that a monthly statement does not give a true 
picture of our own operation, or an inventory taken on 25 or 30,000 cases on 
hand at the end of a month. The picture that would develop from then in 
would be the basis of what you actually made the past month. Our method is a 
little different, and I think in my own opinion it is a much better method. 
_ When our trial balance comes down around the 10th or 12th of the month we 
have a rough figure of our stock at the end of the month. Then my partner 
_ and myself sit down at approximately that time and discuss our situation up 
_ to the present moment; and what we did in that particular month does not enter 
_ into our calculations—we cannot change our expense, our overhead selling costs 
remain the same—we have just got to deal in speculative items to the best of 
our ability. ; 

Q. Why could you not cut down your expenses, and why could you not 
establish a monthly system like all the previous witnesses had? Would it be 
impossible to do that?—A. No, but I do not think it-is a sensible thing -for 

us to do, because it does not give you a picture of our operations. There may be 
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months where we take a loss and the only thing we can do the following month 
is to work as hard as we can to make a profit to counteract that loss. 
Q. Then for that reason don’t you think it would be a proper thing to know 
exactly at the end of the month how your company stands?—A. I feel that we 
do know better than anybody taking a statement and putting down figures that 
they do not know will be correct. At the end of three months our trial balance 
comes down, and with our estimates on what we figure inventory is actually 
worth we have a picture for those three months or four months or six months 
as the case may be, rather than taking individual months month by month. 
Q. Is it not a fact, as you said a moment ago, that if you took a picture of 
your operations as you describe it at the end of each month, if you noticed that 
you are operating at a loss that you would try to get more the next month to 
offset that loss?—A. Mr. Monet, I try to make a profit in any case, evenif I have — 
made a profit in the month before. 
Q. You would try to make a profit in any case, but you would try to make 
a little larger profit if you had suffered a loss in the month before?—A. I think 
I would be trying to get all I could in any case. : 
Q. Do you not think it would be an advantage at the end of the month to 
know exactly where you stood in respect to whether or not you were operating 
at a profit?—A. Well, we know where we stand shortly after the end of the 
month, as I have already stated, and then when our trial balance comes down 
we know what we have done over a period of three months, I know what we 
actually did. : 


Mr. 'THarcHer: You mean it would not be possible for you to supply us | 
with the information in that form? 

The Wirness: Mr. Thatcher, I could reconstruct from my insurance figures, 
but.that would not be in any sense accurate. We have our insurance on a sliding 
scale. Now, the only difference with that is that you do not put into your 
insurance the cars on track, and at any given moment we might have one car or 
we might have seven or eight cars on track, and that would certainly change the — 
picture. 

Mr. TuatcHer: You could not possibly try to do that? 

The Witness: No. 

Mr. McGrecor: Are we talking about celery now, or are we talking about 
the general operations of this company? 

Mr. Monet: It would be better to have no picture of it at all rather than 
not to have a true picture. 

The Witness: I think we get a truer picture our way. 

Mr. Moner: By not having a monthly statement system? 

The Witness: That is right. 
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By the Acting Chairman: % 
Q. Could you give us some idea of what is included in operating expenses?— 
A. All the expenses entailed in the running of our business. 
Q. Does that include salaries and wages?—A. Everything. 
Q. Not just the purchasing end of it?—A. No, that is everything. 
Mr. Monet: You could keep track of that with a monthly statement. 
‘The Wrrness: But it shows on our trial balance. 


The Actinc CHarirMAN: So far as your case is concerned this would show the : 
profit pretty well, the net profit? . 


The Wirness: If we had a definite closing time each month it would be & 
shown. ¥ 
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The Active CuarrMan: You do take a running inventory but you do not 


take a physical inventory at the end of each month? 


The Witness: We take a review and discuss it in relationship to conditions 
at the moment. 


By Mr. Monet: 


Q. Why do you discuss it then if it really does not help any?—A. We find 
that actually the discussion does not concern only and mainly our monthly 
statements or operations to date. We feel that a monthly meeting between my 
partner and myself is a very good thing for our business. There are a lot of 


_ things which come up—ideas and suggestions that you do not have time to 


_ talk over during business hours. 


Q. You feel that system is better than having a monthly statement?— 
A. Yes, sir. 
Q. Now, Mr. Blidner, I want you to, refer to your statement No. 2, your 


operations on celery, and you will notice a rapid increase in the price of celery 


classified as good quality—first, would you for the information of the committee 
describe the different qualifications of good and poor celery. What does that 
mean?—A. We were asked to specify on No. 1 and No. 2. After celery has been 
in storage for approximately a month I do not think you will find any that 
would grade No. 1 because of certain difficulties—discolouration of leaves and 
other things, and it will not come out on a No. 1 basis, but it will still be a 
good case of celery. A poor case of celery is something that has deteriorated. 
And we thought it would be giving you a more interesting picture if we were 
not to classify it by grade 1 or 2, but rather to classify it as good and poor 
as to quality. 


/ By Mr. McGregor: 
~Q. Do you mean to tell this committee that after celery has been in cold 


_ storage for one month there is no No. 1 celery in it?—A. I said there was very 


little. 
Q. Do you mean you would not have one crate out of a thousand?— 


A. Mr. McGregor, we try to get No. 1 inspection for shipping out of the province 
and the west when they come in for celery, and we have inspection reports, and 


even on our best boxes of celery not one of them graded even close to being 


: No. 1b 


Mr. McGrecor: I can tell you right now, as far as I am concerned 
personally, I do not believe that. 


The AcTinG CHaAirMAN: I think, Mr. McGregor, you would not like to have 
that on the record. 


Mr. McGrecor: Why not? I know something about celery and I know 


. something about cold storage, and I do not believe his statement. 


: 
. 


The AcTiNG CHAIRMAN: Here is a witness who is under oath, and I do not 


think he should be put in such a position. I do not think any member of the 


committee, when a witness is before the committee under oath, should deliberately 
say, “I do not believe your statement”; in other words, you are asserting that the 
man is perjuring himself in his position as a sworn witness. I suggest that you 
modify that, Mr. McGregor. 

Mr. McGrecor: That is my opinion. 

The Actinc CHAIRMAN: If you confined it to your belief. 


Mr. THATCHER: You might expect that from the C.C.F., but from a 
Conservative you would not, Mr. Chairman. 


Mr. Irvine: I don’t see what we can do about it. 
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By Mr. Monet: 

Q. Well, Mr. Blidner, would you then give the reason. to the members of the 
committee for the very rapid i increase in the price of celery during the past season 
from a low—I am talking here about the good, what is described as good quality— _ 
from a low of $1.25 on October 16, 1947, to a high of $11 per crate in 1948. Would © 
you explain to the committee the reasons for this very rapid increase?—A. Well, 
I feel that there are several reasons. One of the reasons I would base my 
opinion on would be that there was an additional demand for celery owing— — 


that is in the later stages—owing to the decrease in the supply of other vege- — 


tables which brought about a demand for celery. Another thing which would 
enter into the picture would be that with a knowledge that there was no way of 
replenishing the supply, any producer who had celery in storage would feel that — 


he should be able to realize more money than he would have if there had been — 


additional supplies available. 


By Mr. McGregor: 


Q. How much celery do you store?—-A. We don’t store any. 

Q. You don’t store any celery?—A. No. 

Q. You just buy it from day to day?—A. No. We are what is classified as 7 
a cumulative buyer, that is the term which was used by Mr. Robinson—and I — 
would like to quote to you what he said. This will be found on page 12, of the © 
brief presented by Mr. Robinson, and it reads as follows: 

Emphasis should be placed on the part cumulative buying plays 
in the storage vegetable field. Many traders accumulate supplies of these — 
vegetables in the fall months especially at harvest time. Our association ~ 
encourages cumulative buyingy Many growers prefer to sell all or a — 
percentage of their crops to traders at this time of the year. They prefer — 
the cash that goes with the lower price to the long hold and the gamble of — 
higher prices or the possible loss through wastage and deterioration. 
Especially is this true in celery. Cumulative buying of this sort by the © 
trade sérves to maintain price levels at the time of the year le supplies — 
are at their peak. 


Q. How do yau buy your celery, what quantities do you ee in?—A. That — 
depends a lot on the condition, the quantity, and the amount of celery in storage. 
Q. All right, let’s take November, how much did you buy in November?— ~ 
A. In November we bought fairly heavy, as we usually do in November, to build — 
up for our Christmas trade. 5 
Q. That does not mean anything much. How many cases would you buy — 
at once?—A. I would only be making a guess. I would say that we would buy — 
in the month of November approximately 20,000 crates. : 
Q. 20,000 crates?—A. In the month of November: yes. 


By Mr. Monet: 


Q. Excuse me, Mr. McGregor, if I interrupt you at that point. If you will 
refer to statement 3, Mr. Blidner, this may help you to answer the question — 
asked; on statement =o you will see the volume handled in crates for the season 
1947-48 by this company was 48,292 crates; is that correct—A. Yes. 7 

Q. Now, coming to Mr. McGrepor’ s question, how many crates would you 
say you bought in November of 1947, out of this total amount of 48,000 odd? 
—A. As I said, my guess would be about 20,000 crates. 

Q. In November?—A, Yes, 

Q. Would that be previous to November 17, or would it be after November 

17?—A. Some before and some after. j 


4 
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Q. What proportion of these 20,000 crates would have been bought before 
November 17?—A. I would say as a guess, around 6,000 or 7,000. 
Q. You give that asa guess; as members of the committee pointed out 


_ I think correctly yesterday, I do not think your answer should be in the form 


of a guess; could you tell the members of the committee that that information 
is correct?—A. Definitely. 

@. Can you give us the number of crates of celery that were purchased by 
your company from November 1 to November 17, and also the exact number 


purchased by your company on November 17, and say three or following days; 


is it true that on November 17, and 18 your company did purchase a substantial 


amount of celery?—A. That is right. 

Q. Now, coming to the total handled by your company in 1946-47 as 
compared to 1947-48, from statement 3, I take it that in 1946-47 you handled 
a total of 42,429 crates which had been purchased by your company ?—A. That 
is right. 
©, This celery was purchased outright and sold for your benefit?—A. Yes, 
sir. 

Q. And you also handled celery on a commission basis in the season 
1946-47?—A. That is right. 

Q. What number of crates did you handle on a commission basis?— 
A. 9,491 crates. 

*Q. So you did sell, either for your own benefit or on commission basis, 
in the 1946-47 season, 63,920 crates of celery?—A. That is right. 

Q. Would you give the comparative figures for the 1947-48 season with 
respect to celery purchased by your company?—A. 48,292 crates. 

Q. And did you handle any celery on a commission basis?—A. No, nothing 
at all. 

Q. So the total of your celery business was 48,292 crates in 1947-48 as 
compared with 63,920 crates the year before?—A. Right. 

Q. That would be a reduction of 15,628 crates?_-A. Yes. 

Q. In the 1947-48 season you handled about 4 less celery than you did in the 
year before?—A. That is right. 

@. Would you tell the members of the committee what your gross profit 
was in 1946-47, with respect to celery, and also would you tell us what it was 
in 1947-48?—A. In the 1946-47 season we made $20,508 and in 1947-48 we 
made a gross profit of $60,238. 

Q. In other words you made a gross profit for the 1947-48 season which 
was three times as large as the profit which you made in 1946-472?—A. Yes, sir. 

Q. Although you handled 15,628 crates less—4 less volume? 

Mr. Winters: That does not include commissions earned? 

Mr. Monsr: I refer to all the operations in celery. 


Mr. Winters: Those figures are not quite correct for a comparison. 


By Mr. Monet: 


Q. You made a gross profit of $20,508 in 1946-47?—A. Yes, sir. 
Q. And in 1947-48 you made $60,238?—A. That is right. 
Q. Although you handled less celery?—A. Yes. 


Mr. Winters: Does not the gross profit in 1946-47 include commisisons? 
The Wirness: It includes everything. 

Mr. Winters: Does not the next line show commissions earned on celery? 
Mr. Monet: Yes. 

The Witness: Yes, $23,218. 


3088 SPECIAL COMMITTEE 
By Mr. Monet: ; 

Q. The figure for this year is not quite three times as large as the figure | 
last year but it is close to 1t?—A. Yes. 

- Q. If we take the figures in percentage your gross profit to sales in 1946-47 
was 20-5 per cent as against 36-9 per cent in 1947-48?—A. Yes, sir. 

Q. Would you explain to the members of the committee how you happened 
to make such a substantial amount of gross profit for the season 1947-48 as 
compared with the season 1946-47 when you handled less celery in 1947-48?— 
A. The way I look at it is that in 1946-47 the gross earning was far too small 
and it makes the figure for 1947-48 look larger than it should look. If I may 
take the time of the committee I will explain the work entailed in the sale of 
a case of celery and when you look at the average profit—36 cents—I think you 
will agree there must have been a badly depressed market in the 1946-47 
operation. We handled 60,000 odd cases of celery and in the light of the work 
entailed and the gamble entailed the profit was much too small. 

By Mr. Thatcher: 

Q. Would your profit have anything to do with the fact that ceilings were 
on in 1946-47 but they were removed in the latter part of 1948?—-A. There 
was no ceiling on celery. 

~ Q. At no time?—A. On local celery there was never a ceiling. 

Q. How about imports?—A. On imports there was a mark-up but it has 

no bearing on this. 


Q. Did you not say the big part of your operation was in connection with 


imports?—A. No, I said the whole celery deal was about 30 per cent to 35 per 


cent of the business. 
Q. 30 to 35 per cent was local?—A. No, that is the combined total. 


By Mr. McGregor: 

Q. You were talking about losses in celery, and gambles, but I presume 
you buy celery every week?—A. Yes, sir. 

_ Q. Probably every day or two or three days?—A. As the circumstances 
arise. 

Q. When you buy celery from the cold storage every two or three days 
where does the loss come?—A. Mr. McGregor, as I pointed out, we do a lot 
of cumulative buying. We feel that our end of the business is just as important 
as the commission end. We are the people to whom the farmer can come if he 
wishes to reduce his gamble, or if he does not wish to gamble at all he can 
come to us and on a fair market price we will take his gamble. However, we 
could not take all the celery we buy and dump it on the floor—that would be 
impossible. Some of the celery we feel will keep until Christmas, and our gamble 
is that if we buy it in November when Christmas comes we hope that celery 
will be in good condition. If it is in good condition we expect to make a better 
profit than if we had put it on the market immediately. 

Q. Does that answer the question with respect to the gamble? When you 
buy celery today and sell it tomorrow I cannot see that there is a gamble—A. I 
could not buy it and sell it immediately. 

Q. All right, when did you buy the celery about which you are talking now? 
—A. I would say we bought it all the way along from October. 

Q. You referred to as helping the farmer out when he comes to you. When 
do you buy that celery?—A. During the season. 

Q. You buy it from the farmer and put it in cold storage?—A. No sir, the 
farmer puts it in cold storage and as soon as he feels the time is proper or the 
price is right, or if he does not like the look of the market, he will come to us or 
to another buyer and ask us to look at his celery. We look at the celery and if 
we think the price which he is asking is in line with the market we will buy it. 
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Q. You spoke a moment ago about taking the responsibility from the farmer. 
Where do you take responsibility if the farmer puts it in cold storage and you 


_ look at it and buy it? Where do you take the responsibility from the farmer?— 


A. If we did not buy it the farmer would have to keep it because if everybody 
wanted to unload in October or November the market would be badly flooded and 
somebody has to keep it. 

Q. Who keeps it?—A. We keep it. 

@. When do you buy it?—A. During the season. Some we buy in October, 
some in November and some afterwards. We even buy in December. 

Q. You buy the celery after it is put in the cold storage?—A. Yes, sir. 

Q. I cannot yet see this, and I would like you to show me where you are 
taking a risk? How long do you keep the celery in cold storage after you buy it? 
—A. The time varies. We keep some of it two months and some of it only two 

weeks or three weeks. There is no set time for keeping it. That is where our 
inspection of all our boxes of celery comes into the picture. 
Q. You bought some celery in October?—A. Yes. 
Q. And you kept it in cold storage for how long?—A. It depends on the 
individual lot. You are asking a very general question and some of it might have 
been sold in October or November. 
Q. And you say you keep some of the celery for two months?—A. Yes. 
Q. But some would probably be kept until December?—A. Yes. 
Q. If you bought it in October and the highest price is shown as $1.75 a crate 
—that is your cost—and you sold it in December as high as $6.25 a crate, you 
could not have lost very much on that?—A. What date was that? 
Q. You bought it on the 31st of October and you paid $1.65 a crate accord- 
ing to your figures?—A. That is right. 
Q. You kept it for two months and sold it on December 31; you sold it for 
$6.25 a crate?—A. It might have been some of that celery. 
4 Q. Then where are you helping the farmer out and where are you taking a 

 loss?—A. In 1946-47, Mr. McGregor, some of the farmers thought they would 
gamble and at the end of December we bought a lot of celery. In fact we bought : 
practically all our celery and we were out of it approximately at the end of 
December. By the time the end of December rolled ‘around the market was in 
very bad shape. The farmer that did not sell, and other buyers who purchased 
during October and November suffered a bad loss—in some cases an entire loss— 
whereas if they had sold it to us they would have got a fair market price in 
October or November, but they took the chance of keeping it until December. 
That happens in the reverse. Sometimes we buy and the market goes up but 
sometimes we buy and the market goes down. 


Q. I do not yet see how you could hit it wrongly in this market. On the Ist 
of October you sold celery at $1.50 a crate and on the 5th of February you sold 
celery at $11.00 a crate and there was a steady increase. I do not know where 
you could lose very much money. 


Mr. Kuunu: He did not say that he lost money this year. 
Mr. McGrecor: What was that? 


Mr. Kuuu: He said he did not lose on that market but he said during the 
n year before the market went down. 


Mr. McGrecor: I did not say he lost; he said the farmer lost. 
Mr. Kuut: In 1946-47. 

Mr. McGrecor: Yes, the year before the farmer lost. 
~Mr. Kun: You are now talking about 1947-48 figures. 

The Acting CuatrMan: I think Mr. McGregor’s question is proper. 
Mr. Kuuu: What year is he talking about? 


vA 
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Mr. McGrecor: I am talking about both years. The witness is talking about 
the farmer losing money and I am talking about the losses. I do not see how any- 


le tii 


body could take a gamble when the price rose from October 2 and when it was ~~ 


$1.50 a crate to $11 a crate in February. 
Mr. Kuuu: The witness says the farmer took a gamble in 1946-47. 


The Wrirness: Some of them did. Some of them took the gamble this year 


also and they did make a profit. Some did not like to gamble and played out 
their own deal. However, when we bought in October and in the early part 
of November we had no way of knowing that the market was-going up. 

The Acting CuatrrMan: I think Mr. McGregor’s question is quite in order. 
We are investigating the recent rise in prices and this is a recent price rise. 
Therefore, I think Mr. McGregor’s question is in order and I point out to the 
witness that he should try to give us a full explanation of the reasons. Other- 
wise, those writing a report cannot take anything but the cold figures which are 
printed here. It is the endeavour or the wish of the committee to be at all times 
fair in making a report, but you have come here and it is your opportunity to 
explain what would appear from the figures to be a very irregular transaction. 

Mr. Kuuu: In order to do so, is it not fair that he can compare last year 
with the previous year and show what has been the general operation in the 
past? 

The Actine CHatrMAN: Yes, I think he should be allowed to give as lucid 
an explanation as he can of the reasons behind the transaction. If you cannot 


give those explanations the persons writing a report will have to judge for | 


themselves whether there was profiteering on this item. 


By Mr. McGregor: 


Q. The last purchase of celery which you made was on January 8 and you 
kept selling until February 5, practically a month later. All the celery you 
bought was bought on the 8th of January and that was the last you bought?— 
A. No, there was another block—oh yes, that is the last block. 

Q. The 8th of January was the date on which you purchased the last block 
and you kept that in storage and sold it out as you went along?—A. Yes. 

Q. You bought it at $6 a case and you sold it as high as $11 a case?—A. 
Yes, we sold it as high as $11 a case but we also sold as low as $3.50, $5, and 
$6 a case. 

Q. You sold as low as what figure?—A. $3.50 a case. 

Q. How much did you sell at $3.50?—A. I was not asked to bring figures on 
how much of each individual block we sold at a certain price. 

Q. Are you sure that this celery which you sold on January 8 at $3.50 a 
case was the celery which you bought on January 8 at $6?—A. No. . 

Q. You are not sure of that?—A. No, sir. eae . 

Q. It might be that some of that celery was that which you had left over 
from the previous lot?—A. It could be, yes, sir. 

Q. I venture to say it was, because I ‘do not think very many men would 
go and pay $6 for a case of celery and then sell it for $3.50?—A. I can prove 
one se tapes where we purchased celery at $6.65 and we sold it at $5 on a $9 
market. 


By Mr. Thatcher: 


Q. Mr. Blidner, you show a gross earning of $60,238 but would you have 
any figure for the net earnings?—A. For what period? 
Q. 1947-48?—A. No. 


__Q. Would it be fair to take the expenses on statement 4—$113,000—and 4 
divide that figure by two in order to get your cost of selling this merchandise?— 


A. No, that is our operating expense for the entire business. 
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Q. I see that your total gross revenue was $120,000—A. Pardon me? What 
sheet contains that information? 

Mr. Moner: Statement 4. 

Mr. Tuatrcuer: The gross revenue for the year is $120,000 and you say 
the gross revenue on celery is $60,000 which is approximately half of the 
total. Would it be fair to cut your expenses in half and apply it to celery? 

Mr. Braupry: Part of that would be included in the $120,000. 

Mr. Tuatcuer: That would make your expenses for selling this celery 
$56,000? 

Mr. Monet: I do not want to answer for the witness but the figure $120,000 
is the figure for the whole operation of the company and not for celery only. 

“Mr. Tuarcuer: I realize that but I want to get at what the net profit was 
_ on this $60,000 in respect to celery. The total gross revenue was $60,000 on 
celery and the total expenses were $120,000. 

The Actrnc CuairMAn: The witness says that about 35 per cent of the 
_ total volume is represented by celery. 


By Mr. Thatcher: 


Q. Is that right?—A. Mr. Thatcher, I do not see how you can possibly 
segregate the expenses for one particular item. 
Q. You have no idea of what your net profit is? According to statement 4 
this $60,000, if the expenses were proportional, you would not show very much 
_ profit, but I would like to know if you have definite figures?—A. No, I have not. 
Q. You have no definite figures on what you made?—A. No. 
Q. Would you say celery was your most profitable department?—A. Yes, 
I believe so. 
Q. But you have no way of allocating your expenses to celery as being 
so much?—A. No. 
Q. Then if you made very large profits on celery you must have lost on 
something else?—A. The statement is for 1947 and the year ends on May 1, 1947. 


Mr. Monet: That is the fiscal year 1947. I did not question the witness on 

that because he has no statement for the entire fiscal year. The only way we 
could get that information would be by way of the monthly statements which 
he did not submit for the reasons which he has given. I did not ask questions 

_ because I did not think it would be valuable to the committee without having 
the annual statement. 


Mr. THatcuer: This 1947 figure includes only five months? 
The Wirness: Yes. 
Mr. Monet: Yes, the only way in which we would have been able to get the 


exact picture, as the witness said himself, would have been to have the monthly 
_ statements which we asked for but which we did not receive. 


By the Acting Chairman: 


| Q. Would the witness have any idea of the amount of shrinkage in celery? 
- How much would you have purchased as No. 1 and sold as No. 2, or how much 
_ would you have bought as “good” celery and sold as “poor” celery?—A. It would 
_ be a terrific job to get those figures. 

7 Q. You have no idea?—A. I would not even hazard a guess. Within indi- 
vidual blocks you may bring out 50 cases of celery some of which must be 
“segregated because it is of poorer quality. The celery gets rubbed and some of 
it is wind-blown. : 


— _ Q. You did not have to take any to the dump?—A. No. 
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By Mr. Thatcher: 


Q. Were your profits any greater in December—greater than hat You | 
have not given any figures but you must know off-hand whether your profits . 


after the period at which the embargo was imposed were much ereater than 
they were before?—A. They were. : 
Q. Fhey were?—A. Definitely, sir. 


By Mr. Monet: 


Q. This profit on celery to which we have been referring will be reflected 


only on the annual statement later?—A. In 1948. 

Q. So your gross profit for 1947-48 will be more substantial?—A. It will 
be more substantial. 

Q. A lot more substantial?—A. Yes, sir. 

Q. Can you give the members of the committee an idea as to how much 


more it will be? I know that you have not got the figures yet?—A. I would ~ 


hazard a guess that our profit for 1947-48— 
Q. The fiscal year?—A. The fiscal year—will run $75,000. 
Q. More?—A. No, just $75,000. 


Mr. THATCHER: That is net profit? 
The Witness: Before taxes. 


Mr. Moner: As against—what would be the gross revenue as compared to ~ 


the $120,000 for the fiscal year ending May 1947? 
Mr. Tuatcuer: The $75,000 would be net profit? 
The Wirness: Yes, sir. 


By Mr. Monet: 


Q. As compared with the figure last year which was what?—A. $22, 649. 
Q. A little over three times as much?—A. Yes sir. 


Q. And your operations in celery would be responsible for the largest pare 


of that increase would they not?—A. What was that. again? 


Q. You say that the benefit you received through your celery operation — 4 


would account for a very substantial part of that increase?—A. Yes. 


By Mr. Thatcher: 


Q. Do you realize that if you made $75,000 last year that would be ereale 


than the profit made altogether in the years since 1939?—A. Yes. 
Q. Would that be due to the fact that these vegetables were scarce?—A. 


No, I would base it on the fact that for once in a lifetime—and I have been 
sixteen years in the fruit business—I had practically no loss on any commodity. — 


It is a rarity to be able to walk into the warehouse and not be able to pick out 
commodities—four or five of them—on which you are taking a loss. This 


is one time that although the profit was small there was a profit on every 


commodity. 


Q. How much of that huge profit would have come from the operations: 


of the last two months?—A. The last two months? 


Q. November and December, the last two months of the year. Would it be a 3 


large proportion?—A. A good healthy share. 


Q. Would you not say it was due to the fact these vegetables were scarce — 


at that time, due to the embargo?—A. Yes, definitely. 


Mr. Lesace: If there had been no fruits and vegetables there would have | 
been no profit because they would have had nothing to sell. 4 


Mr. TuHatcHer: You were able to take advantage of the supply being scarce 


to take pretty heavy profits? 
The Witness: We just reaped the benefit. 
Mr. THatcHer: It was a pretty good benefit. 
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By Mr. Monet: 


-Q. Did you contribute to the situation by taking prices higher than you 
“ae taken?—A. No, I think we were always consistently below the market 
on celery. 

Q. You are a large operator in celery, Mr. Blidner, and would it not have 
been possible for your company to reduce the price of celery to the consumer? 
Was it absolutely impossible for you to do that?—A. Yes, I would say it was 
impossible. 

Q. Why?—A. We are on the open market, and if we were offered that celery 
at $4, on a $6 market my competitors would have a field-day at my expense. 


Mr. THArcHErR: But if everyone had done that, if everyone had taken the 

_ attitude that they would have been willing to take a little less, if they had all 

_ co-operated and kept the price down on celery, you still would have a good 
profit and the price to the consumer would not have gone up so far. 


Mr. Kuuu: Would not that be a combine? 

Mr. THarcuer: No. 

Mr. Kun: How could you do it? 

Mr. Tuatcuer: Just not take more than was reasonable. 
Mr. Irvine: Mr. Chairman, no arguments in the committee. 


By Mr. Monet: > 


‘ Q. On the last line of Statement 3, there, -36 is the profit on your total 
handlings for the year 1946-47, and you said a moment ago that this was a much 
_too small gross profit; would you tell us what you feel is a normal gross profit?—. 
A. Would that be the normal that we should get, or the normal that we have 
been getting in the past? 

Q. I am asking you out of your experience in the business as to what you 
would consider a normal and fair profit, gross profit, on a crate of celery?— 
A. 75 cents to a dollar, if your market price—when the market is in fairly good 
shape. 

Q. And in 1947-48, taking into consideration the fact that some of your 
celery as you stated might have turned out to be a poor quality, your gross profit 
which you show there is $1.25; would you consider that much too large?—A. No. 
I would say it is a little better than we should make. 

Q. And when it was -36, as you show it for 1946-47, you classify that as 

being much too small, but you would not say that it was much too large but it 
Is $1.257—A. No. 
Q. But you would consider it large?—A. Yes. 


By Mr. Winters: 


Q. What percentage would you expect to get on it; you say 75 cents a crate, 
what would that be in percentage?—A. That would depend on what the price on 
“the market was. 
Q. How does it base in regard to costs?—A. With celery priced at around 
—$2.50—75 cents on that. 
The Actinc CuarrMANn: Gentlemen, this is in your hands of course, but 
I think we have given the witness a pretty fair opportunity of making an 
explanation with regard to celery. We have spent now practically an hour on it. 
I am quite prepared to go on discussing celery if you still have questions you 
wish to ask. 


“ Mr. Winters: I have a question I would like to ask. 


4 The Actine CHarrRMAN: All right. 
—-:13262—2 
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By Mr. Winters: . 

Q. On Statement 2, for the periods following January 8, there are sales of 
celery but no purchases— a 

Mr. McGrecor: He explained that a few minutes ago, he said he bought all — 
the celery on the 8th of January. 

Mr. Winters: Which means that he was selling celery for $11, which cost 
him $6. | 

The Actinc CuarrMAN: I think you had better ask the witness that. Let the — 
witness answer your question. I think you would prefer to have the witness | 
answer your question, wouldn’t you? : 

Mr. Winters: Yes. Is that a fact, that you were selling for $11 a crate of — 
celery which you purchased earlier in January at $6? | 

The Witness: Yes, some of that purchase was sold for that. 


By Mr. Thatcher: | 
Q. There are just a couple of questions I had, Mr. Chairman. You said — 
a moment ago, Mr. Blidner, that you could not give us the exact figures for — 
your last year; do you not have to submit those to the Income Tax department? — 
“A. Our year is not ended. Our year commenced on May 31, and it ends on — 
May 31. A complete inventory is taken then, and that with our trial balances — 
will give the income tax all the information they want. . 
Q. When do you have to put your figures in to the Income Tax department — 
for last year?—A. For 1946-47—our year ends on May 31, 1947 and again — 
on May 31, 1948. 
Q. Yes, but does not the Income Tax department—they don’t care when ~ 
your year ends—they take your operating year, and that gives you a certain 
period of time after that within which you can make your return?—A. Oh yes. 
Q. How long?—A. It is a good length of time. 
ae You do not have to have your 1947 return in by the end of December?— » 
A. Oh no. 
Q. There is one other question I would like to ask; have you got your 
balance sheet here?—A. For 1946-47. 
Q. That would be all right—A. Yes. 
Q. Could you tell me from your balance sheet what your invested — 
capital is? 
The Acting CHAIRMAN: I suppose we cannot prevent you very well from ; 
asking questions of that kind. You asked it from other witnesses, I know; but 
I do not see its significance. 4 
Mr. Tuatcuer: I do not want to prolong this but I think it might have ~ 
some. Your invested capital, and by that I mean the shares that are issued — 
plus your accumulated surplus, whatever that may be. : 
The Wirnsss: $61,061.93. : 
Mr. Tuarcuer: That means then that you made a net profit of $75,000 - 
last year on an investment of $61,000. Would that be a fair statement? 5 
The Wirness: With the help of our branches. 


The Acting CHAmRMAN: You really want the employed capital, don’t a 


= ve 


| 


© 


Mr. TuatcHEer: I want the invested capital. That is a pretty healthy 
profit all right, Mr. Blidner; $75,000 on an investment of $61,000. E 
t 


The Witness: By the time the income tax gets through with it it would 
not be so large. - ; 


Mr. Tuarcuer: I can believe that. I have had a similar experience. 
The Actrnc CHarrman: I am glad you acknowledge that. 
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By Mr. McGregor: 
‘ Q. I think the witness said a moment ago they sold their celery as cheap 
‘or cheaper than any of the rest of the dealers in Toronto; is that the statement 
you made a moment ago?—A. That is right. 
Q. That you sold or sell as cheap or cheaper than any other dealers in 
Toronto?—A. I said I felt we had sold slightly below the market at all times. 
Q. Ontario Produce are competitors of yours?—A. Yes. 
3 Q. Did you ever compare your figures with sales over Ontario Produce? 
Probably you had better put them on the record and see where we are at, 
whether this statement is correct or not. On December 4—I am giving Dominion 
‘Fruit first and Ontario Produce second—on December 4, $4 and $4.01; December 
11, $4.75 and $3.99; December 18, $5 and $3.86; December 24, $5.50 and $3.60; 
December 31, $6.25 and $4.26; January 8, $9 and $7.77; January 15, $9 and 
$3.66; February 5—which is the last sale—$11 against $5.08. 
Mr. Winters: Is that good quality celery in both cases? 


| Mr. McGrecor: It must have been the same, or it may have some of that 
No 2 quality, of course. 


Fras ee 


By Mr. Monet: 


_  Q. I have one more question that I want to bring out for the benefit of 
members of the committee. On statement 4, in 1946, the executives’ or partners’ 
salaries are shown as $8,400; and might we take it that that is the salary of 
your partner and yourself?—A. That is right. 
_ Q. Just the two of you?—A. That is right. 
__ _Q. Then these salaries were raised to $15,600 in 1947; is that correct?— 
A. Yes, sir. 
Q. That is for the fiscal year ending May 31, last year?—A. That is right. 
Q. Can you tell us if in this current fiscal year there was any other raise 
in the salaries to partners?—A. No, sir. 
_ Q. That has not yet been discussed in your little monthly meetings?—A. 
No, we haven’t got around to that. 
Mr. Kuni: Would the witness care to make a comment on the figures 
Mr. McGregor just read into the record? 


By Mr. Monet: 


Q. Would you like to comment on the figures Mr. McGregor has just 
put in the record, a comparison between your prices on celery and the prices 
‘of that other company during the same period? Your prices seem to be quite 
substantially higher than theirs?—A. That basis is not a fair comparison. 
You see, some of our celery was good quality green celery which was in demand 
at that time in Toronto whereas Ontario may have—I do not say they did— 
may have decided -to finish up a block of celery of inferior quality or of a 
different grade. I do not think it is a fair basis of comparison. It would all 
depend on the block of celery being handled and the condition it was in. 

_ Q. Well, Mr. Blidner, would not that be a very queer coincidence that for 

‘each of these dates that that would have been the reason over a period of six 
‘to eight weeks?—A. If I remember correctly, Ontario Produce figures were made 
up on leaves, dozens, hearts, and so on, whereas ours are all on a case basis. 
When you are selling celery by the dozen your price may go down—I am quite 
‘sure of this—it may go down. This may be a case where they may have been 
processing it and they may have been selling the hearts to one trade and they 
may have been selling the leaves to the restaurant trade for use in soups. 
_ Q. That may be true. You do not say it is. But would not that again be 
a rather unusual coincidence, that this happened over a period of weeks, over the 
period for which you have been requested to give your figures?—A. No, if that 
|= 13262—23 
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is true. I am not sure that I read the Ontario Produce statement over that. 
closely. If that is true then they were consistently processing where we were” 
not processing. 


By Mr. McGregor: e 

Q. You would not mean to say that they could sell their celery at a higher 
price not processed than processed; you would not mean to say that?—A. No, 
Mr. McGregor, I am not saying that by any means. 

Q. Then what do you mean?—A. When you look at it that way, say you 
sell two dozen hearts out of a four-dozen case, that may be a lower figure— __ 

Q. Surely you would not lead us to believe that if Ontario Produce had a 
case of celery and then they sold that celery over the period from December 1- 
—let us say December 31, they sold at that $6.25; and if they could sell that 
at $6.25, they would not pass up the sale and sell it at $4.26. You don’t want 
us to believe that, do you?—A. I do not know how that worked out. 

Q. I don’t either—A. On what basis, I am not quite sure. You have the 
Ontario Produce statement there, I have not. There is only one thing I would q 
like to add; as I said, consistently we sell below, slightly below the market. I 
take that not on the basis of comparative figures but on statistics which are” 
compiled by the Dominion government. That is what I took when we were 
asked to compile this material. We checked on what more or less the weekly 
sales were and consistently our prices seemed to be slightly below the dominion 
government figures as to what the market was. ; 

Mr. Monet: But, as Mr. McGregor just pointed out in his question to vo 
so far as the Ontario Produce company were concerned, and they are one of 
your competitors, you said you did not compete with their prices? | 


The Witness: But, Mr. Monet, I suggest it was not the same unit of sale. 
That has to be taken into consideration. I stand to be corrected, but it is my” 
impression that the Ontario Produce statement is not based on the same unit 


as is used in our statement. é 


Mr. McGregor: I suppose that at some time during the season you wouldy 
both deal with the same quality of celery at the same time; and I see that there 
are other occasions here when their prices were away below yours. é 


The Witness: Mr. McGregor, I still have to go back to this, I am SOrTy, 
T.am not sure the same unit of sale is used in Ontario Produce and our own 


figures. I wish you would enlighten me. a 
By Mr. Monet: é 


Q. That would be the only explanation you could give as to the difference 
in these prices?—A. A difference in the unit sold, and that would make a 
difference in price. = 
Q. I agree with that, but that is the only explanation you can give as to thd 
difference in these prices?—A. That is all I can think of at the moment. ® 
Q. Now, Mr. Blidner, I have a few more questions to ask you about the 
dealings of your company in carrots and onions. Now, on the first day of ee 
I may say, gentlemen, that is not in the information which has already been 
distributed to members of the committee, this is some information that came 
to my knowledge after the questionnaire had been sent in—and I want to 
refer, Mr. Blidner, to only one specific date, the Ist of May—May 1, May 3 
and May 4, 1948. I am informed that at that time your company was sellin 
carrots at a price of $4.43 a bag; is that correct?—A. That is correct. s 
Q. And at that time the ceiling price on carrots was $4.43 a bag?—A. Yes. 
Q. I understand that is the ceiling price?—A. Yes. 
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‘ a) In other words, you could not sell your carrots at a higher price than 
+ 43, but you could sell them below that Pa ie phat is right. 
Q. And y 
(. When did you purchase the carrots that ton were ee on those dates at 
$4.43?—A. We purchased them some time in the early part of April. 
Q. Had the ceiling been reimposed on carrots at that time?—A. There was 
a ceiling on carrots. 
re Q. Was it the ceiling which allowed you to sell carrots at $4.43?—A. Yes, 


‘sir. 

Q. What price did you pay for the carrots at the end of April? 
cost us $4.64, laid down in Toronto. 

Q. In your warehouse?—A. In Toronto, in cars. . 

Q. Would you then kindly give us the amount of your deliveries direct 
‘from cars? You have your own equipment? So taking the price as $4.64 how 
do you account for the fact you were selling at $4.43? You were losing money 
on every bag?—A. Yes, sir. 

= QQ. Why did you choose to lose money?—A. For two specific reasons. One 
Yeason was to stimulate business. The second reason was that as long as a 
door was left open for large retail outlets to bring in their own carloads and 
compete with the trade with which we deal, we felt it was only fair that our 
retailers and out-of-town jobbers should have the same privilege, that of being 
able to supply their customers with carrots. 

. Q. It never occurred to you that you could do something along that line 
‘In connection with celery? 

: The Actinc CHARMAN: You mean that he could have taken less profit 
or a more reasonable profit? 


4 By Mr. Monet: 

; Q. A more reasonable profit?—A. In this case the only way we could get 
-earrots was by purchasing them and having them brought in at a cost of $4.64 
and with the ceiling we were not allowed to take more. 

—  Q. So at that time you knew you would take a loss on each bag you sold? 
—A. Yes, definitely. 

Q. At the same time, that is on May 1, May 3 and May 4, you were also 
handling Egyptian onions?—A, Yes. 

Mr. Winters: Before you go on with that question, where did the other 
Tetailers get the carrots they were selling in competition? 

The Wirness: Each retail outlet has a ceiling of 10 cents a pound. If he 
brought carrots in at $4.64 he would have a remarkably good leader and he 
would still not lose money. He would still make 36 cents a bag, but our ceiling 
is $4.43 a bag. A large retailer can order his own car, not being on quota, 
and put the carrots in the store, but the small retailer cannot afford to do so 
as he cannot handle a car. 


By Mr. Monet: 

~ QQ. Do you know anything about tie-in sales? You have heard that 
expression before?—A. I have heard the expression. 
A . Has your company ever indulged in tie-in sales?—A. No, sir. 

Q. On these dates in May, May 1, May 3 and May 4, you were handling 
Egyptian onions?—A, Yes, sir. 

Q. What price did you pay for those onions?—A. The cost of those onions 
was $7.84 per bag. 
me ©). $7.847—A. Yes. 
Mr. Harkness: Per 100-pound bag? 
The Witness: 112 pounds when packed. 


A. They 


& 
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Mr. Monet: I see that you are interested in onions, Mr. Harkness, and I 
do not blame you. . 


By Mr. Monet: 

Q. Mr. Blidner, at what price did you sell those onions on May 1, May 3 
and May 4?—A. It may have been $9. 

Q. Is it not a fact most of them were sold at $9?—A. Yes. | 

Q. A few were sold at $8.50?—A. Yes, sir. 

Q. What was the market price on those dates?—A. From $8.50 to $9.50, 
mostly $9 to $9.50. 

Q. Is it not a fact that around those nates there was a very large supply 
of onions in Toronto and that very soon after May 4 the market dropped down 
to $7 and $7.50 a bag?—A. Very soon after May 4. 

Q. A few days after May 4?—A. No, sir. 

Q. You say the market did not drop down?—A. You said a few days, and: 
I take that to mean a couple of days. 

Q. Let us say within four or five days after May 4 the market dropped 
‘down to $7 and to $7.50 a bag?—A. I would not be sure because around that 
date I was occupied in Ottawa. 

Q. It could be about the 10th that the market dropped down to $7 or $7. 50? 
—A. It is quite possible. 

Q. You are not aware of it?—-A. No, I was here. 

Q. But since you were here you went back to Toronto?—A. Yes. 

Q. You have not inquired?—A. I have not checked back; I know what the 
present market. price is. 

Q. Are you aware that around May 10 there was a very large supply of 
onions in Toronto?—A. Yes, sir. q 

@. And with respect to Egyptian onions and other imported onions the 
price fell down to $7 or $7.50?—A. Yes. 

Q. And on May 3 and May 4, did you have a large supply of onions on 
hand at your company ?—A. No, sir; not a large supply by any means. 

Q. Not a large supply iw Nes 4 

Q. How many bags did you have on May 1?—A. On May 3rd? ; 

Q. On May 1, 1947?—A. It would be a guess, but our total incoming onions, 
at that time consisted of 1 ,200 bags. 

Q. 1,200 bags on May 1?—A. "Ox approximately April 28 we received iour 
carloads or 1,200 bags. P 

Q. On tye 28th of April?—A. Yes. : 

Q. Out of those 1,200 bags how many would you have had on hand on 
May 1?—A. Just as a guess? 

Q. Give it as fea as possible. We do not want too may guesses. 
A. I would say we would not have had more than 400 bags, approximately 
at that time. 

Q. Were you aware that at that time, on May 3 and May 4 many onions 
were coming into the Toronto market?—A. Yes. 

Q. Can I take it that being aware of that situation you felt the market night 
drop?—A. I was of that opinion. z 

Q. You were of that opinion?—A. Yes. 

. And most likely you felt that within six days the market mont break 
down to $7 or $7.50 or even less?—A. I was of the opinion at that time that the 
market would drop. . 

Q. Did you discuss that situation with your partner? You cannot say what 
went through your partner’s mind or what his opinion was unless he discussed 1 
with you. Were you both by chance of the opinion that the market might break? 
—A. Yes, we were both of that opinion. ‘ 
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LG: Coming back to these sales of carrots at $4.43 would it be a fair statement 
“to say that on May 1, May 3, and May 4, there was a very large quantity of your 
Invoices which showed a bag of carrots at $4.43 sold with a bag of onions at $9?— 
A. Did you say a fair— 
Q. Had you a certain number of invoices which would show that a 100 pound 
A. Yes. 


War ie a Sala 


a would be shown on ej invoices. 

z Q. Was that situation shown on many invoices?—A. On quite a few invoices. 
ba . Can you tell the members of the committee the number of invoices on 
_ which that type of deal would be shown?—A. There was no specific type of deal. 
‘ ine How many invoices would read that way?—-A. It would vary from day 
to day. 

Q. Let us take May 1, for instance?—A. On May 1 perhaps 35 per cent or 
40 per cent of the invoices would show carrots and onions. I am just guessing. 
7 Q. Yes, you have done a lot of guessing, but you would say about 35 per cent 
_. to 40 per cent of the invoices as of May 1 would show the type of sale I have 
_ described?—A. They would show onions on the same bill. 
“4 Q. The invoices would show carrots sold at the ceiling price of $4.43 and on 
some of the invoices onions would be sold at $9, and in addition there would be 
other onions at $8.50?—A. That is right. 


¢ Mr. Lesage: What proportion of the invoices would show carrots— 

Ra Mr. Monet: He says a large proportion, 35 per cent or 40 per cent. 

3 Mr. Lesace: He said 35 per cent to 40 per cent of the invoices on that day? 
le Mr. Moner: Yes. 

M3 Mr. Lesage: What percentage of invoices would show a sale of carrots that 
_ also showed— 

i Mr. Moner: That was the answer which the witness gave. I think he said 
é 35 per cent or 40 per cent of the invoices would show— 

+ Mr. Braupry: Mr. Lesage means that if 35 per cent or 40 per cent of the 
~ invoices show. both carrots and onions, how many of the remaining 100 per cent 
_ showed carrots? 

a The Wirness: How many of the total invoices had carrots? 

= Mr. Monet: Alone? 

es Mr. Breaupry: Or with some other commodity? 

z Mr. Monet: Yes, I understand? 

h & 


The Witness: Without looking through the bills it is an awfully hard answer 
to give. We have six salesmen on “the floor and unless I could look through the 
pills I would not know. 
Mr. McGrecor: It is not a fair question. 


Mr. Lesace: The question is fair, but perhaps he cannot remember. 


&® Mr. McGrecor: How can a man remember back for weeks and say how 
+} many invoices went out for carrots alone. 


< Mr. Lesace: I do not know; perhaps he has figures? It is up to him to tell 
oa Ine. 

ie Mr. McGrecor: He has not got figures on that. 

7 Mr. Lesace: Do not say that it is not a fair question. 


Ka The Actina CHarrMAN: You could hardly expect him to give you an accur- 
| + ate answer? 


Mr. Lesace: Let him say s so then. 
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By Mr. Monet: 


Q. Are you in a position to answer Mr. Lesage’s question?—A. No, sir. 

Q. You would not be able to say how many of the other 55 or 60 per cent of 
the invoices would have carrots alone or with produce other than onions?— 
A. I could not say, sir. 

Q. You say that 35 per cent or 40 per cent of the invoices would show both? 
—A. Yes. 

Q. Would there be other invoices which would show the sale of onions with 
lemons on those dates? Would you remember that?—A. No. I would not be able 
to remember that. 


Q. You would not say there would not be some of those invoices?—A. No, — 


I would not. 

Q. This is my last question Mr. Blidner, but would you say it is purely 
coincidence that these invoices should show a bag of carrots sold at $4.43 and a 
bag of onions sold at $9, and that for these three days 35 per cent or 40 per cent 
of the invoices would reflect that situation? Is it a matter of coincidence that we 
find that state of affairs?—A. No, it is not coincidence. It would be very pecu- 
liar it it were not so. Since the austerity program has come into effect our com- 
modity line has been cut to practically zero. In fact we only have four commodi- 
ties to sell. We only have potatoes, lemons, onions— 


Mr. Lesace: Carrots. 

The Wirness: There is another item besides carrots. 
Mr. Braupry: Celery? 

Mr. Moner: There is no more celery. 


The Wirness: I cannot just think of the other commodity but there are 
carrots, outside of the citrus fruits which is definitely not a question of a sale 
but it is a question of handing out quotas. We have just three or four com- 
modities and it would be very peculiar to have six salesmen on the floor who 
would not sell some onions and lemons and potatoes in their regular day’s 
business. Unfortunately it comes down to either an onion or a lemon but the 
fact remains we have nothing else to sell. If the salesman stood out there and 
handed out his quota of citrus and of carrots and did not try to sell other things 
it would not be good enough. I think Mr. Thatcher would agree that if his 
salesmen in his hardware place did that they would soon be under pressure 
to go to work. . 


Mr. McGrecor: He would not do that. 
Mr. Lesace: Not Mr. Thatcher. 


By Mr. Monet: 


Q. Mr. Blidner, I have just one more question. After May 4 or let us 
say May 6, before the market dropped with respect to onions in Toronto, did 
you have any of these Egyptian onions left on hand, out of the 400 bags to which 
you have referred?—A. On what date? 

Q. On May 8?—A. I could not answer that without checking. 

Q. All right, I have no more questions; 


The Acting CHamrMAN: Has anyone else any questions to ask of the a 


witness? 
Then, will you call the next witness, Mr. Monet? 


_ 


> 
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Ruben Marlow, General Manager, S. Marlow Company Limited, 
Toronto, called and sworn: 


By Mr. Monet: 

Q. Would you please give your first name?—A. Ruben. 

Q. What was your address, Mr. Marlow?—A. 55 Hilton Avenue. 

Q. Toronto?—A. Toronto. 

@. And you are doing business under the name of S. Marlow Company? 
—A. 8S. Marlow Company Limited. 

Q. What position do you hold within the company?—A. I am general 
manager and controlling shareholder. 

Q. The head office of the Marlow Company is situated where?—A. 80 
Colborne Street, Toronto. 

Q. When did the company start its operation?—-A. The company started its 
operation, I believe, in 1930. 

Mr. Moner: I wish to state, Mr. Chairman, that this witness and the 
following witness are here as a result of the request of members of the committee 
with respect to four cars of imported potatoes which arrived at the end of 
April. Members of the committees have asked that this witness be called and the 
questions I will ask will bear on the potato deal. 

The Actina CuHarrmMan: I wonder if members of the committee in this 
particular case would allow counsel to complete his questions without 
interruption? 

Mr. Tuatcuer: Is there a brief? 

Mr. Moner: No. There is just this transaction on which members of the 
committee wished to call witnesses. As a matter of fact I will only ask a few 
questions but I think Mr. McGregor will have a few questions to ask. 


The Acting Cuarrman: Mr. McGregor will wait until you are through. 


By Mr. Monet: 

- Q. I understand, Mr. Marlow, that sometime about the end of April you 
did purchase two carloads of potatoes from the United States?—A. That is 
correct. 

Q. Would you give the members of the committee some information with 
regard to the purchase of those two cars. I understand you purchased two cars? 
—A. Two carloads. 

Q. How many bags are there is a carload?—A. 350 or 360—I have the 

_ figures here. 

Q. 360 is the correct figure, I think?—A. That is correct. 

Q. So that the two carloads would total 720 bags?—A. 720 bags, yes. 

Q. Will you give the members of the committee all the information you 
have with regard to the purchase of those potatoes?—A. I just do not understand 
what you want? . 

Q. From whom did you purchase the potatoes? You did not purchase them 
_ from me?—A. We purchased them from Mark T. Adamson, a broker in Toronto. 

Q. When did you give the order?—A. Would you care to look at the dates? 

Q. No, I am asking you, Mr. Marlow? Will you give the information? 
—A. We gave him the order—I do not know the exact date— _—. 

-: eae you got the date there?—A. An order was placed about the 20th 
of April. : 

Q. 20th of April, 1948?—A. That is right. 

Q. And the order was placed with a Toronto broker?—A. That is right. 

Q. For two carloads of new potatoes?—A. That is right. 

Q. Were they purchased from the United States?—A. That is right. 
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Q. Was that broker acting on a commission basis or was he Beh akiay the 
potatoes outright to be re-sold to you?—A. No, we purchased them ssa ga 
ourselves. 

Q. Through the broker?—A. That is right. 

Q. What price did you pay for the potatoes?—A. We paid $4.90 a bag f.0.b. 


By Mr. Thatcher: 2 
Q. F.0O.B. where?—A. California. 


By Mr. Monet: 
Q. Now, did you get these two carloads of potatoes?—A. Yes, sir. 
Q. When did you receive them?—A. We received the first car on the 28th— 
I am not sure. We received the first car on the 28th of April. 
Q. When did you receive the second one?—A. The second one came in the 
following day, the 29th. 


Q. Might I ask if they were hundred pound bags?—A. Yes. 


By Mr. Monet: 


. Did these two cars arrive in Toronto?—A. Yes. 

Q. And you took delivery in Toronto?—A. Yes. 

@. Did you transfer the potatoes to your warehouses, if you have any, or 
what did you do with them?—A. Transferred them to the warehouse and sold 
them off the floor of the warehouse. 

Q. The bags were transferred to the oe mince Yes. 

@. What was the uniform cost for each bag laid down in Toronto for 
potatoes?—A. $6.62. 

Q. Could it also be $6.82? My information is that it is $6.82, and I want 
to give you the full value of the price you paid for them. You have it figured | 
at $6.62, have you not?—A. Yes. 


a 
4 
| 
7 
y Mr. Winters: | 
: 


By the Chairman: 
Q. That is the laid down price?—A. Yes. 


By Mr. Winters: 
Q. Laid down where?—A. In the warehouse. 


By Mr. Monet: 


ore That is the total price?—A. That is the total price on track in the 
carloa 

Q. Was there any additional cost to bring them to your warehouse? Did you 4 
figure it out?—-A. We just put on about ten cents a bag. 

Q. That would probably bring you to the $6.82 that I have?—A. Yes. 

Q. The way I have figured it out it includes various charges that would — 
bring the cost to $6.82, which is twenty cents higher than what you figured a — 
few minutes ago?—A. That 3 is right. ; 

Q. I take it that laid down in your warehouse it would cost you $6.82 at the — 
most?—A. That is right. 

Q. Before I ask you to whom you sold these potatoes, would you tell us — 
what the mark-up was you were allowed under the order when the ceiling was 
on imported potatoes? I agree that this would not apply to this transaction, 
but what was the mark-up you were allowed under the previous order?— : 
A. There was no mark-up on potatoes. There was no ceiling on potatoes. 

Q. There was never any ceiling on potatoes?—A. That is right. 
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Q. But you are aware that there is now?—A. Yes. 

Q. And you know what mark-up you are entitled to on potatoes since the 
order was put into force?—A. Yes. 

Q. Will you tell us to whom you sold the potatoes you just mentioned.— 
A. We sold them to all the stores in Toronto in one- and two-bag lots, and 
ten-bag lots, whatever the case might be. 

Q. To retail stores?—A. Yes. 

Q. You sold every one to retailers?—A. That is right. 

Q. Were there not a few bags that might not have been sold to retailers? 
It does not really amount to much?—A. Do you want to call them “jobbers”? 

Q. Iam asking you the question—A. Some bags went out to jobbers. 

Q. And most of them to retailers?—A. Yes. 


By the Chairman: 


Q. What do you mean by most?—A. I would say ninety per cent went into 
the stores. 


By Mr. Monet: 


Q. Now, how did you proceed? Did you tell the retailers that you had 
a supply of United States new potatoes on hand? How was it known you had 
them?—A. They knew that we had them coming. 

Q. How could they hear about it?—A. Well, rumour gets around from one 
to another. I don’t know how it gets around but it gets around fast, sometimes 
sooner than I know about it- 

@. You knew about it because in that particular transaction you had 
ordered the potatoes?—A. Yes. 

Q. Did you do anything to spread the rumour around that new potatoes 
were coming to Marlow and Company?—A. No, I did not. 

Q. Did you not happen to mention to somebody that new potatoes were 
coming in?—A. We mentioned it to the odd customer, that new potatoes 
were coming in. 

Q. So, even before the potatoes arrived, some retailers knew the potatoes 
were coming?—A. That is right. 

@. And some consumers probably heard this from the retailers?—A. That 
is right. . 

Q. And so the potatoes came in and you sold them to the retailers. Will 
you please tell the committee if before the new potatoes came to Marlow and 
Company, there had been delivered to Toronto any other shipment of new 
potatoes?—A. It was positively the first one. 

__ Q. So there was no market price set, then, for new potatoes?—A. That is 
right. 

@. So whatever price we shall have to deal with now will be the price that 
was set on the arrival of these new potatoes?—A. The first load. 

Q. And you, Marlow and Company, were the first to have the new ones?— 
A. That is right, sir. 

Q. You said a moment ago you sold these potatoes to retailers. When 
was the first transaction you made with the retailers after the arrival of the 
carload?—A. The same day. 

Q. And how did the price happen to be fixed?—A. Well, when the potatoes 
arrived they were the first new potatoes and we looked into the market before 
we arranged the price. And taking a check-up of most root vegetables such 
as new spinach, asparagus, onions, parsnips and beets, we considered 12 cents 


a pound a reasonable price in comparison with the other vegetables on the 
market. 
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Q. When you compared with other prices did you come to the conclusion 
that the other prices were quite high?—A. Well, normally I would admit. 


they were. 


Q. You did not think you would have an occasion to supply something | 


for which there was no market price set yet at a lower price than 12 cents 
a pound?—A. You must realize that when we set the price at 12 cents a pound 
when the potatoes arrived we did not know what level the price would take. 
If the trade would not take the potatoes, it automatically would have levelled 
itself down if the market called for it. 

Q. When you say that you did not know whether the trade would take 
it, what do you mean?—A. We didn’t know whether the trade would take the 
potatoes. 

Q. You set the price at 12 cents a pound because you say you made a 
comparison with prices of other vegetables at the time?—A. That is right. 

Q. And you agreed that the price of the other vegetables that you com- 
pared with were quite high?—A. Some were normally high. 

Mr. THatcHer: You wanted to get as much as you could? 


By Mr. Monet: 

Q. You decided after making the comparison that’ you would set your 
price at 12 cents a pound?—A. That is right. 

Q. And you must have realized that the retailer would have to sell it 
with a margin of profit?—A. That is correct. 

Q. And that eventually the consumer would pay quite a high price?—A. I 
wouldn’t say so, Mr. Monet, in comparison with other vegetables. 

Q. But still there was no market price set for these potatoes when they 
arrived?—A. That is right. 

Q. You were the first one to set the price?—A. That is right. 

Q. In this investigation we have heard a lot about the market price and 
apparently nobody could do anything about the market price, but in this case 
you set the market price?—A. Yes. 

Q. And you feel that by setting it at $12 a bag or 12 cents a pound you 
were setting— —A. That we were setting a reasonable price on these potatoes 
-in comparison with the other vegetables on the market. 


By Mr. Irvine: 
Q. How do you relate the potato to, say, an onion, to know the value?— 
A. Potatoes and onions are both vegetables and they are cooked together 
sometimes. 


By Mr. Monet: 

Q. You are aware that the consumption of potatoes per capita is much 
higher than is the case in other vegetables?—A. Not on new potatoes. 

Q. Why not? Are new potatoes not better than old potatoes?—A. You say 
that the consumption is much higher on potatoes? 

Q. Yes. Is it not a fact that you find potatoes on every table while you 
may not find onions, lettuce or other vegetables?—A. I will admit that potatoes 
are consumed in greater quantity. 


Q. And you do not think, then, that before you set that price, you could not | i 


have taken a smaller margin of profit and sold the new potatoes at a lesser 
price?—A. As I said, when I set the price I figured I would let the market take 
its value. 

Q. But still you were setting the price at $12 a bag?—-A. In the supply and 
demand the market was there. 


By Mr. Kuhl: 


Q. You sold them all quite readily?—A. We sold them all quite readily, sir. 
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By Mr. Monet: 


Q. Did you figure out what mark-up that selling price gave your company? 
If you did not, perhaps I could give you my figures if you would accept them?— 
A. I will accept them. 

Q. Would you say there would be a mark-up of 424 per cent on the selling 
price or seventy-five cents on the cost price?—A. I will take your figures. 

_ Q. Do you not think that is very high?—A. I will have to explain to you 
the nature of our business. Approximately 30 per cent of our business is com- 
mission business in the summer time, which consists of about four to five months 
when we handle goods from the Bradford Marsh—mostly vegetables for the 
farmers. For the other seven months our business is fancy vegetables and fruits 
which we used to import from New York or Buffalo. You can readily realize 
that when this ban came on we were one of the firms that was hit exceptionally 
hard. 

Q. And you give this as a reason for this large mark-up?—A. No. We are 
eee to stay in business and to keep our stores open. We saw the profit was 
there. 

Q. And you believe that this is a good way to stay in business. Evidently 
you do. Now, before the cars arrived, Mr. Marlow, did you have any occasion 
to discuss this purchase of cars with anybody? I think you know to what I refer. 
Did you have occasion to discuss these two cars of potatoes?—A. We had 
occasion to discuss these two cars of potatoes. 

Q. Were you not asked to not bring them in if possible?—A. By whom? 

Q. I am asking you if you had occasion to discuss it. I do not know because 
I was not there. You discussed this purchase of potatoes before these cars 
arrived in Toronto?—A. No. 

Q. Were you told by anyone that you should stop that purchase, or stop 
the arrival of these cars in Toronto?—A. We were told several days after the 
cars were in transit and purchased, we were told not to bring them. 


By Mr. Irvine: 
Q. By whom?—A. By the Wartime Prices and Trade Board, but the cars 


were already several days in transit, and we were permitted to make the 


purchase. 


By Mr. Beaudry: 
Q. Did you tell the Wartime Prices and Trade Board that the cars were 
already in transit?—A. We told them that, sir. 


By Mr. Thatcher: 
Q. You did not check the price?—A. No, sir. 


By Mr. Beaudoin: 
Q. How long did it take the cars to come from California to Toronto?—A. 
The run is eight days. 


By Mr. Monet: 
Q. Was there no discussion as to the price also?—A. We never discussed the 
price of the potatoes. 
Q. You were not told that selling the potatoes at $12 a bag was unfair or 
unjust or unreasonable?—A. We never had a word said. 


Mr. Monet: I have no more questions to ask this witness. 


By Mr. Winters: 
Q. What was the normal price of new potatoes on the market at that time 


in other years?—A. In other years the first new potatoes are generally a luxury 


i aaa 


on the fruit market and they generally run around that price. 
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Q. They generally run around $12 a bag?—A. Yes. ; 
Q. Did they run that high during the war years?—A. During the war years? 


Q. Yes, when the Wartime Prices and Trade Board was watching this more ~ 


closely?—A. I would say at that time they would run as high as $8 or $9 a bag. 
Q. Was there not a Wartime Prices and Trade Board order on that 
covering the mark-up you could take on new potatoes coming into this 


country ?—-A. For what period? 
Q. The period for which there must have been a wartime prices regula- 


tion?—A. There was never a regulation. 
Q. There must have been an order in effect sometime? 


Mr. Monet: It was from 1944 to 1946. I can give you the exact date later. 
Mr. Irvine: What was the nature of it? 

Mr. Monet: The mark-up was 20 per cent. 

Mr. McGrecor: Why was this mark-up taken off? 


Mr. Monet: The date of the lifting of controls on all vegetables was 
January 13, 1947. That is when all the controls were lifted on vegetables. 


By Mr. Winters: 
Q. So that this mark-up is considerably in excess of what would be con- 
sidered a normal mark-up prevailing in other years?—A. That is right, sir. 


By Mr. Thatcher: 
Q. And you could not have had that mark-up if the controls had stayed 
on? 
Mr. Winters: We have a propaganda agency here. 


By Mr. Irvine: 
Q. I do not see why you did mark it up to $14 a bag—A. Well, as I 
explained to you before, sir, we tried to sell them as reasonably, in comparison 
with other vegetables on the market, as we could. 


By Mr. Winters: 
Q. Did you try to get more than $12 a bag?—A. I don’t mind telling you 
we were offered that. 


By Mr. McGregor: 

Q. Did you sell any of these potatoes at more than $12 a bag?—A. $12 to 
$13. We sold some at less than $12. 

Mr. Monet: And you also gave two bags away, didn’t you? 

Mr. Irvine: That is something to look into. 

Mr. Monet: I may. 

The Cuarrman: Gentlemen, it is one o’clock now and I know that Mr. 
McGregor has some questions to ask the witness at four o’clock this afternoon. 
I should also remind the committee that we have four other witnesses who were 


called today and as we will not be sitting tomorrow I would ask, if possible, . 


that we try to get through as many of these witnesses as we can. We want to 
be fair to the witnesses. I would therefore ask the members to be here at four 


o’clock sharp this afternoon so that we can expedite this matter as quickly as 


possible. 


The committee adjourned until 4 p.m. this day. 
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7 AFTERNOON SESSION 

: fi May 20, 1948. 

: The committee resumed at 4.00 p.m. The Acting Chairman, Mr. Mayhew 


in the chair. 


: Ruben Marlow, General Manager, S. Marlow Company Limited, 
_ Toronto, recalled: 


By Mr. Monet: 


s Q. Mr. Chairman, I have just one question to ask of the witness. I have 
_ here, Mr. Marlow, that the total amount paid for the 720 bags of potatoes or 
_ the two carloads to your company was $8,650.50—I mean, you received that for 
. the sale?—A. Yes. 

Q. And the total cost, f.o.b. Toronto, was $4,910.22, so the profit to you 
~ amounted to $3,740.28; would that be correct?—A. I take your figures as being 
correct. 

; Q. I have no more questions to ask of this witness.—A. Pardon me, Mr. 
_ Chairman, I should like to correct myself on a question this morning in regard 
_ to the ceiling on potatoes; if the ban went off, whether I knew there was a ceiling 

on new. potatoes— 


By Mr. Winters: 


Q. Were there any domestic potatoes on the market when you brought 


in the new potatoes?—A. We had a car of domestic potatoes on the floor when 
_ the new potatoes came in. 


4 Q. Were they moving out all the time?—A. They were moving very 
_ slowly. 
Q. At what were they selling?—A. $3 a bag. 


By Mr. McGregor: 
Q. On what date did the ban go on potatoes, was it April 22?—A. I do 
_ not know what date the ban went on. 


, Q. According to the statement made by a witness who was here before, 
_ Mr. Robinson, the ban was placed on April 22. 


: The Acting (CHairMANn: The ban came on just shortly after they got the 
- potatoes in. 


_. The Wirness: The potatoes were shipped on the 20th? 


By Mr. Monet: 


2 Q. Do you agree with the date of April 22 when the ban was put on?— 
A. I am agreeable to that, sir. 


a 


By the Acting Chairman: 


a Q. The ban actually went on between the time you ordered the potatoes 
and the time of their arrival?—A. Would you repeat that? 

_____ Q. The ban on the importation of potatoes went on just after you placed 
your order and before the potatoes actually arrived?—A. The ban actually 
_ was not on at the time we bought the potatoes. 


et *. 
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By Mr. McGregor: . 


Q. The ban was on when you bought?—A. Not when we bought. 

Q. How many hours was it after the ban went on when you bought these 
potatoes?—A. The potatoes were shipped on April 20. 

Q. When were they ordered?—A. About the 16th. 

Q. Have you any evidence to show that they were ordered on that date? 
—A. Not with me. 

Q. You have not any evidence with you?—A. No. 

Q. You are sure they were ordered on the 16th?—A, Not certain, Mr. 
McGregor. 

Q. I think when you come down to give this evidence you should know 
when you placed this order for these potatoes. I think it is essential we have 
the date on which these potatoes were ordered. 


By Mr. Monet: 


Q. If you have not the information here, could you supply the members 
of the committee with the exact date?—A. I can supply you with the exact date. 

Q. You will address to me, as soon as possible after your return, a letter 
setting out the date and I will file it in the record. 


By Mr. McGregor: 


Q. When had you bought any potatoes before that date, American potatoes? _ 
—A. You mean in previous years? 
Q. Yes—aA. We always import new potatoes about that time of the year. — 
Q. How many cars do you buy at a time?—A. We generally buy from one ~ 
to two at a time. 
Q. Could you tell us the story as to why the Wartime Prices and Trade 


Board tried to stop this shipment of potatoes from coming in?—A. That is one : 
question I do not know why. 

Q. If we do not know when these potatoes were ordered, we cannot tell how — 
long it was prior to the ban nor why you were induced to buy these two cars ] 
of potatoes at that particular time. 

} 

By Mr. Thatcher: 

__Q. Did you have any idea potatoes were going up?—A. I had not the ; 
slightest idea. é j 
4 

‘ 


By Mr, Irvine: 


Q. Since you put them up, did you not know they were going up?—A. I had © 
not the slightest idea when I bought them. I did not know there was a ban © 
coming on. 

Q. Since you, yourself, actually put the price on the potatoes, you must 
have known they were going up pretty high?—A. I did not know they were — 
going up. 

_Q. You knew you were going to put them up to 12 cents a pound?—A. I had 
an idea I would arrive at that mark-up. 


By Mr. Thatcher: : 
Q. You did not know the ban was coming on?—A. I did not know. fe 


By Mr. Irvine: 


Q. A little bird never whispered to you that if you got your order in before ‘ 
ma a time you would get the potatoes in before the ban went on?—A. Definitely — 
not, sir. 
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By Mr. McGregor: 
Q. According to the evidence given here, that order was placed on the 
A. I told you I was not sure. I could mail you the 
evidence or the correction. 
The Actinc. CHarrMAN: Any further questions? 
Mr. Irvine: I think it is a pity the witness has not that date because I 


“imagine the questions Mr. McGregor would ask would hinge on that date. 


¥; 


Without it, he cannot ask his questions intelligently. 


Mr. Kunt: I think the statement the witness made bears on that, inasmuch 


; as he has said it was customary to order new potatoes at that time of the year in 
years previous. I think that has a bearing on the situation. This was not the 


first time you ordered potatoes from the United States? 
The Wirness: It is customary every year about this time to bring in new 
_ potatoes. 


By Mr. Kuhl: 
Q. So, it was nothing unusual, so far as you are concerned?—A, No. 


— 
= 


By Mr. McGregor: 
Q. It is customary for all the commission men to order them, too, but on 


: this occasion there were only two who bothered and they both ordered two cars 
apiece. It seems to me strange that only two of the commission men in Toronto 
would order potatoes at that time?—A. There is nothing which forces them 
7 to buy. 


By Mr. Monet: 
Q. You were asked to bring with you all the documents, records, invoices and 
S80 on in connection with the two carloads of potatoes?—A. Yes, I have those 
here. Here is the date of the purchase. 
 Q. That is what Mr. McGregor has been asking for—aA. I have all the 
‘invoices. 
Q. Have you the date on which you placed your order with the broker in 

Toronto?—A. Here is the order placed with the broker. 

. Q. That is what Mr. McGregor has been asking you. Why did you not 
refer to it and give the date? That is what you have just been asked to send in 
to the committee. Would you now please answer Mr. McGregor’s question and 

tell us when you placed the order with the broker in Toronto?—A. One car was 
placed on April 20 and one car was placed on April 21. 


By Mr. Harkness: : 
_ Q. When you say placed, what do you mean?—A. Actually placing the order 
on those dates. 

Q. Those were the same dates on which those cars were loaded, according 
to your previous evidence?—A. According to the shipper, one car was loaded— 
‘we were invoiced for one car on April 20 by the shipper and invoiced for the 
other car on April 21. 

Q. The situation was, you placed those orders; the orders were wired down 
to California and the cars were loaded on those very days?—A. It always takes 
_@ day or two to load the car. They do not always have a car loaded. 
__. Q. Those were rush orders, in other words?—A. Not necessarily. 


es By Mr. Monet: 
# Q. The broker evidently rushed them?—A. Not to my knowledge. 
__ Mr. Harkness: They seem very much like rush orders to me. I do not know 
what you would call a rush order if these were not. 
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By Mr. McGregor: 
Q. I take it for granted that when this stop order goes into effect, it goes 
into effect at twelve o’clock midnight? 
The Acting CHarRMAN: I have just been informed that midnight on the 
night of the 21st was the deadline so far as shipments were concerned. A ship- 
ment had to be in transit by midnight of the 21st. 
Mr. McGrecor: In other words, this car was ordered at the same time or 
within a few hours of when the embargo went on. . 
The Actinc CuHarrMAN: It might have been ordered on the morning of the ~ 
21st and if it were actually rolling before midnight, he would get under the 
wire with it. 


By Mr. Monet: 
Q. You say, Mr. Marlow, one car was invoiced by the broker on April 20?— 
A. That is correct. 
Q. And the other one on April 21?—A. That is correct. 


By the Acting Chairman: 
Q. Have you got the bill of lading for those cars?—A. Yes. 
Q. Will you give the dates on the bill of lading?—A. I will see if I have ~ 
the bill of lading. 


By Mr. Monet: 

Q. Could you give the number of the car? For one car, the bill of lading © 

is dated April 21, 1948, what about the other one?—A. The other one is billed © 
April 20. 
The ActinG CHAIRMAN: They both got under the wire so far as the embargo — 

was concerned. 


Mr. McGrecor: There is not much you can say about it. They got under © 
the wire. If they were not tipped off, they were using very good judgment. 

The Acting CHAIRMAN: I want to say this; it is my opinion, and it is a ~ 
little more than an opinion that, in this particular transaction, both the govern- 
ment and its departments were trying to see that there was a supply of new 
potatoes on the market. The Foreign Exchange Control Board released American — 
funds for this purpose. It would appear to me you took advantage of the situa- — 
tion and you prevented potatoes from getting to the public at a reasonable price. 
In other words, you did not live up to the spirit of the regulations which existed 
at that time. You took an exceedingly high mark-up. 

I certainly will draw this to the attention of those writing the report because 
I think you are doing a disservice, not only to yourself and to the people of 
Canada but to the other people in your own business. 


The Wirness: Pardon me, you cannot take a deal like potatoes— 
The Actinc CuairMANn: I am not giving a judgment on it but that is simply 


the way it appeals to me. I think it appeals to the rest of the members of the 
committee in the same way. 


Mr. Kuuu: I think the chairman should speak for himself. 
The Acting CHatrMAN: I am speaking for myself. 


Mr. TuHarcuer: So far as we are concerned it does seem to us Mr. Marlows 
is dealing with an essential food product and he has taken advantage of a situa- 
tion, not only to take a fair profit, but to milk the consumer for all he could get. 
The only thing that strikes me is that he could do such a thing legally. I do not 
blame Mr. Marlow as much as I blame the government for making such a thing | 
possible. 
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The Acting CHAIRMAN: He was warned by the Wartime Prices and Trade 
Board before he marketed these potatoes at all that he would have to be careful 
‘in the prices he asked for them. Still, he went ahead and took all the traffic 


would bear. 


Mr. Kuut: Is there any industry that does not take all the traffic ean bear? 
The Acting CHAIRMAN: Yes. 

Mr. Kuuu: Would you mind naming them? 

Mr. Irvine: I should like to call some of those witnesses before this com- 


which prevails. 
The Actinc CuHarrMAN: I do not agree with you that industry takes, in all 
circumstances, all the traffic will bear. 


Mr. Kunu: Thus far we have not had anyone who has stated to the contrary. 
They have all said that they sold at the market price. 


The Acting CHAIRMAN: We can disagree on that. 


Mr. Braupry: We have not seen anyone previously who took a markup of 
75 per cent. 


Mr. THatrcuer: They have all done pretty well. 


on Mr. Mayhew’s statement. 


By Mr. Monet: 


I agree with what you have said, but I think it is the law of profits 


Q. Just one more question before I finish. Would my information be correct 
if I stated that, so far as these two carloads of potatoes are concerned, there was 
a question of selling them to the A. & P. chain store before they were purchased? 
_—A. They were spoken about, but not sold to them. 

Q. It was spoken about?—A. It was spoken about. 

Q. Is it not a fact the A & P thought you were asking too much for the 


‘potatoes and did not want to buy them?—A. That is not a fact. 


Mr. Monet: That is all J have. 
Mr. Kuut: Before Mr. Marlow leaves would he care to make any comment 


If I were in his place I would like to make a reply 


to that, and I would like to ask him if he has any reply to make, and if so he 

should give it. 

The Wirness: You realize how we arrived at the price of these potatoes in 

comparison with the other vegetables on the market. 

The Actine CuHarrMan: I fully understand the explanation you make. As 

_ far as I am concerned there is no explanation at all, there is no justification for 
it. There is no justification in your having taken the markup on the potatoes 


_ which you did at that time. 


That is my opinion. Those who are writing the 


‘report will have to deal with it in their own: way. I feel it is my duty to make 
that quite plain. As I see it, I consider it one of the most outstanding cases of 
its kind that has yet been’ brought to the attention of this committee. 


Mr. Kuut: Speaking for myself, I would say that the government is to blame 
in the way they handled the regulations. 


Mr. TuatcHer: Hear, hear. 


The Acting CHAIRMAN: 


government. 


‘ 
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By Mr. Harkness: 


I would expect you to put the blame on the 


Q. I have just one or two questions I would like to ask at this point. If this 
ban lad not been in effect at the time these potatoes arrived what price would 
you have set on them?—A. I could not judge. Supply and demand sets the price. 
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Q. In other words, the price of $12 and later $13, which you put on these | 
potatoes you put on because of the fact that you knew nobody else could get | 
potatoes into the country?—A. Not necessarily, sir, it is strictly supply and . 
demand. | 

Q. And that was the supply end of it?--A. Yes. 1 

Q. The supply end of it was a very definite ban so that nobody else could 
bring in new potatoes.—A. As I said before, we were offered as high as $14 and — 


$15 a bag and did not take it. : 
The Acting CHAIRMAN: You knew on April 23, that no one else could get — 

in new potatoes. ee ’ 
; 


Mr. Kunu: Could you give us a comparison of years previously where you — 
bought new potatoes, a comparison of your cost and selling prices for previous — 
years. Have you any recollection as to what that would be? 


By Mr. Beaudry: 

Q. What would be your profit for a carload over a period of years?—A. Over ] 
a period of years—it is hard to say—I would have to go and check. a 

Q. I am not talking about bags, I am talking about carloads. Surely you — 
would have a pretty good idea of what you would realize on a carload of — 
potatoes which you would bring in. What was the figure allowed you during the — 
war period when the restrictions were on, let us say in 1946—under the Trade — 
Board orders I think you were permitted about $60 a car, were you not?— 
A. I could not tell you. : : 

Q. You must have been if you were allowed a markup of 20 per cent per — 
bag on a carload of 340 to 360 bags. That would be approximately $75.—A. If 
that is the markup on that. 

Q. Was that profit vastly different in 1944 from what it was in 1943, 
approximately ?—A. I don’t know the figures so I wouldn’t know. 

Q. You would know if there was a difference of 321 or 221. Surely you 
could give us that information?—A. I was away at the time and I would not 
know. 
Q. At what time were you away?—A. Last year and the year before. 

@. You were in business in 1938, 1939 and 1940?—A. Yes. 

Q@. And what was your profit figure during that time?—A. I cannot recall 
off hand. I do not know what the figure would be. f 

Q. You have guessed before, you can guess again; would it be $40 or $50? : 
—A. It might be as low as $100 or it might be as high as $500: 4 

Q. Would it be over that?—A. It depends entirely on supply and demand. — 

Q. Look—supply and demand has changed over the years, naturally from — 
year to year. I am suggesting two figures, one of $100 and the other of $500; — 
would that cover the difference in the law of supply and demand over a year 
of 5 years?—A. I would think so. } 

Q. There you are making a profit of $2,000 a carload. Are we supposed to — 
consider that a normal profit? I am asking you if you want us to understand — 
that that is supposed to be a normal profit?—A. I would not know,-sir. f 

Q. You would not know?—A. No, I would not know. : 


a 


By Mr. Irvine: ; 
Q. Mr. Chairman, I would like to ask the witness if he is quite convinced 
that the law of supply and demand is a sort of deity of business?—A. What is 
that—the law of supply and demand—what was the question? 
Q. Is it a deity of business that you believe in?—A. That is correct. - 
_Mr. Buaupry: Are you speaking of business in general or of your own — 
business in particular? 
Mr. Irvine: Of all business. 


_ 
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= Mr. Braupry: I do not think the witness is qualified to make a statement 


iA with regard to business at large. 

Mr. Irvine: We will say it is the deity of the business in which you are 
engaged. We will stick to that. You would agree, would you not, that that is 
a generally accepted principle of free private enterprise? 

The Witness: Yes. 
E: Mr. Braupry: And you could therefore suppose that anyone who had 
obeyed that law should not be censured? 

The Witness: I would. 

Mr. Irvins: Do you not think then that this law would require a little 
public ethics to stiffen its back, sort of, on certain occasions? 

The Witness: It might. 

Mr. Irvine: Yes, the law needs something at its back to stiffen it. 

The Acting CHarrMan: I think we have had all the evidence pretty well 
_ that we need on this. I would like to give the witness another opportunity if 
he wants it. I do not want to be unfair to him. If he wants to make any 
further explanation I would be glad to give him the opportunity. Is there 
anything further you would like to say? 

The Wrirness: No, I do not think so. 

Mr. Monet: That is all. Thank you, Mr. Marlow. 
(Witness retired) 


__ James R. Caldwell, Caldwell Fruit Company, 1665 Trudel Avenue, 
Montreal, called and sworn: 


By Mr. Monet: 
— Q. Mr. Caldwell, would you give the committee your full name?—A. James 
R. Caldwell. 
-_ Q. And your address?—A. 3484 King Edward Avenue, Montreal. 
— Q. I understand you are with the Caldwell Fruit Company, 1665 Trudel 
Avenue, Montreal; is that correct?—A. Yes sir. 
_  Q. In what capacity are you with that firm?—A. It is -privately owned, 
I am the owner. 

Mr. Monet: May I say to members of the committee that I planned to call 
Mr. Caldwell after Mr. Shore who was to have been the next witness, but Mr. 
Caldwell asked me if it would be possible to free him for about a quarter to 
five because he has a very important business engagement, and as I have only 
three or four questions I called him first. 


By Mr; Monet: 

I understand that your company during the month of May made different 

purchases of carloads of potatoes from Max Fruit Company ?—A. Yes sir. 

A Q. That is the Max Fruit Company of Toronto?—A. Yes. 

| me ee it a Sebati pee bert ve sce he es It was a full carload. 
. That would be abou ags?—A. Yes sir. 

 . Would you please tell members of the committee what price you paid 

for those potatoes?—A. $12 a bag delivered Montreal. 

_ Q. How did you come to that price?—A. That was the price that we were 

quoted and I accepted that quotation. 

_ Q. By whom?—A. By the Max Fruit Company, Toronto. 

_ Q. How did the transaction take place, did you call them on the phone? 

—A. It was by telephone. 


hse ~ 
ay 


[ 


= Q. By telephone, did you call them and inquire if they had new potatoes? 
—A. There would be several telephone calls, one from him and one back from me. 


o 


What was the first call?—A. His call was first. — 

Then would you tell members of the committee what happened? 
—aA. I purchased a car of potatoes from him at $12 a bag delivered Montreal. 
And you made the first call?—A. Yes sir. 

Who made the first call, Mr. Shore?—A. Mr. Shore. 

He offered you new potatoes?—A. That is right. 

And the price set was $12 a bag?—A. Yes sir. 

. By Mr. Shore?—A. Yes sir. ee 
. Did you discuss that price or did you just accept?—A. We bargained ; 


Q. 
Q. 
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Q. 

Q. | 
Q. 

Q. 


OO 


a little, tried to buy at a little less but he was very firm at $12 and I finally 


j 
% 


The Wirness: That was his first offer, yes. 


accepted. 
Mr. Winters: Was that his first offer? . . 
By Mr. Monet: 
Q. You say you commenced it, what did you offer?—A. $11. 
Q. You did not go any lower than $11?—A. No sir. 4 
Q. And he did not go any higher than $12?—A. He did not go any higher 
than $12. It was short and sweet. 3 
Q. Well, they were not sweet potatoes.—A. No, but they were a sweet price. 
Q. Did you find that they were a sweet price?—A. I did, sir. 
Q. But you purchased them anyway?—A. I did.. f 
Q. And a car of potatoes was diverted from Toronto to Montreal?—A. That 
is right. : 
Q. I presume those potatoes were sold to the Montreal trade?—A. That is 
right. 
Q. And that was in the month of May?—A. That is right. a 
Q. Exactly what date did you purchase that car?—A. May 8. 
Q. And you purchased it from the Max Fruit Company?—A. Yes. : 
Q. What did you pay for that carload of potatoes?—A. The total anc 


that was charged on the whole carload of potatoes was $4,320—360 bags a 
$12 a bag. 
Q. I understand you sold those potatoes?—A. Yes sir. 
Q. Some to retailers, or other wholesalers or chain stores?—A. Retailers. 
Q. They were all sold to retailers?—A. Yes sir. 4 
Q. Would you give the members of the committee the price at which the 
potatoes were sold by you to the different retailers?7—A. From $13 to $16 a bag. 
Q. Are you sure they were sold from $13 to $16; were they not sold from 
$14 to $16?—A. No. I have the account of sale which I would gladly submit 
showing the way the car was sold. i 
Mr. Monet: This, Mr. Chairman, might be filed as an exhibit. It might 
be of interest to have it in the record. : 


Exurpir 113: Caldwell Fruit Company’s statement of sale of potatoes. | 


CALDWELL FRUIT CO. LTD. 
1665 Trudel Avenue 
Montreal 3 
Account Sales PFE 62554 Potatoes 


Total 
$16.00 14.85 14.50 15.00 14.00 13.00 Sold Bal. 
193 75 10 a a bs 27 7 


pia tiie 5 miabecarese 8 82 
Sith er ree eee 9 15 Be 24 58 
LO eres teaet os ff 1] 3 Mo 11 47 % 
5b (orc opo ee Ae 2 4 6 an 12 35 
ee eae 1 a 5 2 a 8 27 
lisher aera 1] 10 9 ne iI 2a 6 
Spe, Sa 1 Hf 4 a 5 1 # 
IGT: M/S Rhy Sinn eres A ee MTR a os 5 aais repacking 1 | 


$5563.75 


ae at 
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COST 
S60 Wags Lovssocsy Abeel 200 teem sist <a coaches v ccles Oe $4,320.00 
A Lrafstst 1 E78 Ny ey calc Se geese ncgre ohn ARCS MR Oe een nee tp 746.19 
PR y Cicer etter sak oe Rie See Ce OMe eee octets eS ale 3,573.81 
Tei ght yor tend sre gee eee tae aot Rrcweeteg., Stave. eels) s 752.85 
ARATE MB ASE AR ie gic cata, amt Nat een in eee 9.00 
Cartageritnnnias oe neatrte eerie Kae eo tne’ a wo orers 36.00 
$4,371.66 
(PR QM oi cheat co sioaetere er wien oes hee eae ere $1,192.09 


Mr. Irvine: That would mean that potatoes were $3 cheaper in Toronto 
than they were in Montreal. 


The Acting Cuairman: This is retail, this is to the consumer; the other is 
to the wholesaler. 


Mr. Irvinn: Oh, I see. 
Mr. Moner: Pardon me, this is the price sold by Caldwell Fruit to the 


retailers. 


Mr. Winters: Could we get the markup on that? 


By Mr. Monet: 
Q. The top price at which they were sold to the retailers was $162—A. That 
is right. 
Q. Do you know personally or did you hear about the price at which the 
retailer was selling them to the consumer?—A. No, I have no knowledge. I 


_ have a rough idea but not definite. 


Q. Would your rough idea be something like $19.75?—A. About that. 
Q. I understand that you said in your evidence the bags of potatoes were 


| sold by you at from $13 to $16?—A. Yes, sir. 


Q. That is the 360 bags in a car?—A. Right. 
Q. Is it not right that 303 of the bags in this car were sold at $162—A. It 
would be in there. I haven’t got that before me. It is shown there (examines . 


' document) ; yes, that is right. 


Q. You have here 2 at $14. I have the information here taken from your 


books by an investigator showing that the prices range from $14 to $16. I 
_ want to make sure about that.—A. That is a correct statement you have in your 


- hands. 


Q. You sold one bag at $13?—A. I said, from $13 to $16. 

Q. I agree with you, but you see there is one bag at $13, so your state- 
ment is correct.—A. Yes. 

Q. And two bags at $14?—A. Yes. 

Q. And the great majority?—A. The bulk of the sale was $16, if that is 


what you want to get at. 


Q. Your statement is correct, but I just wanted to point that out. You 
mentioned that there were very few sold at $13. 


The Actinc CHAtRMAN: 303 bags at $16. 
Mr. Irvine: These were golden murphys. 
The Acting Cuairman: The Irishmen would get a kick out of that, 


~ wouldn’t they. 


By Mr. Monet: 
Q. Out of this total of $4,371.66, I see you have also taken the freight, the 


freight was paid at the other end?—A. That was deducted when making the 


~ 


a 
I 


eo 
- 


% 


remittance to the shipper in Toronto. 
Q. What was your markup on these potatoes in relation to selling price?— 
A. Aproximately 21 per cent. 


Mr. Moner: I have no more questions for this witness. 


. 
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Mr. THatcHer: Mr. Chairman, it strikes me that maybe we have one — 
answer as to why some of these things are so high. I say, just one answer. We — 
start out with the grower in the United States, then we come to the American — 
wholesaler, and then the American wholesaler or agent sells to a Toronto whole- 
saler or agent; he takes $5 a bag on them; then the Toronto agent sells to a 
Montreal wholesaler who takes $4 a bag; and then it goes to the Montreal — 
retailer and he takes a chunk, and then finally to the consumer. In other — 
words, there are four middlemen at least in between the producer -and the con- — 
sumer. Now, if that was going on, that is no doubt one of the reasons why 
prices are so high; you have four middlemen, and possibly five—we do not know 
exactly—brokers or agents, and each one of them is taking an abnormal profit; 
at least, a very large profit, I will put it that way. : 
The Actrinc CHAIRMAN: On potatoes. 
Mr. Tuatcuer: In that particular case. Maybe that is the reason why a 
lot of these things are so high. Possibly if we could eliminate some of middle- 
men in that— 
Mr. Irvine: You cannot eliminate them, it is free private enterprise. 
Mr. Kuut: If they are not rendering a service. 
Mr. TuatcHer: They would, under normal circumstances. 
Mr. Kunu: Under any circumstances. 
Mr. Irvine: This democratic business is not working too well. 
Mr. TuHatrcHer: You have four middlemen and each one takes his slice. 
: Mr. Kuuu: I suppose the chairman does not desire to debate the merits 
of free enterprise. We are here to find out the facts. 
Mr. Harkness: I might point out that free enterprise was not the real situa-_ 
tion in this case because a ban was put on the potatoes and interfered with 
free enterprise; in other words, it was interference in the form of state — 
control. We want to be fair, and that is what made this competition so high, 
because the state stepped in and prevented people from bringing potatoes into — 
this country. 
Mr. Tuatcuer: I would not agree with that, Mr. Harkness. 
Mr. Irvine: Order. 
Mr. McGrecor: If it had not been for the ban on these potatoes when you | 
brought them in would you have bought them at that price? 
The Wirness: I do not think so. . 
Mr. McGrecor: That answers that question, your argument. be 
Mr. THatcuer: What is that? gi 
Mr. McGrecor: I think that answers the question. He says he would — 
not have bought those potatoes at that price had the ban not been put on. 
Naturally, he would have been able to purchase the potatoes direct himself. 
The Actine CHatrMAn: I could have something to say here, but I will not. — 
Mr. Winters: There is another consideration; at the same time there were _ 
a lot of domestic potatoes on the market and consumers would have had an ~ 
opportunity of choosing as to whether they preferred to pay a high price for 
the new potatoes or a low price for the old potatoes. These were regarded as a 
luxury potato, were they not? <3 


The Witness: That is right. 

Mr. THatcuer: But we were short of American dollars. 
The Actinc Cuarrman: That is why the ban was put on. 
The Wirness: They got to be a real luxury after the 22nd. 


Mr. McGrecor: They would not have been so great a luxury if the ban. | 
had not been put on. 
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The Acting CHarrmMan: But we would not have had enough American 
money to go out and buy that type of potato. 


Mr. Kuuu: It is a matter of government policy. 
The Actinc CHarrMaNn: We are not ashamed of that. We admit it. 


Mr. Winters: It is part of the policy of a government which has kept this 
country in good shape. 


The Actinc CHarrMAN: There are other witnesses here. We want to hear 
from them. 


The Wirness: Thank you very much. 
(Witness retired) 


Max Shore, Partner and Manager, Mac’s Fruit Company, Toronto, 
called and sworn: 


By Mr. Monet: 
- Q. What is your first name, Mr. Shore?—A. Max. 
* Q. And your home address?—A. 117 Elmbridge Drive, Toronto. 


Q. You are a member of the firm of Mac’s Fruit Company?—A. Partner, 

_ and also manager. 

; Q. Now, Mr. Shore, your company has been requested to appear here with 
respect to a purchase of two carloads of United States new potatoes, and you 
were also requested to bring with you all documents pertaining to that purchase? 
—A. Yes sir, I have the documents here. 

Q. Would you tell the members of the committee whether you did purchase 
new potatoes from the United States in April, and if you did so, what was the 
date of the purchase?—A. The company purchased two carloads of California . 
new potatoes. I bought them via a telephone conversation on the 20th of April 
and the potatoes were shipped on the 21st of April out of Edison, California. 

Q. You said the 20th, and I understand that you then placed the order 

_ with the broker?—A. That is right. 

Q. Was the order placed in Toronto?—A. No, it was placed through a 
fruit broker in Detroit. 

Q. On April 20?—A. That is right. 

Q. And when was your order confirmed by the broker?—A. The order was 
confirmed on the 21st. 

Q. Of April?—A. That is right. 

; Q. And when did you receive the potatoes?—A. They arrived in Toronto 
on the 3rd of May. 

= Q. Do you know when they left the United States?—A. They left the 

United States on the 21st of April. 

Q. What caused the long delay between April 21 and May 3?—A. Gen- 
erally speaking, these potatoes had to go through a fumigation process in order 
to enter into Canada. There is some form of disease which we are trying to 

_ prevent entering Canada but this particular shipper did not have facilities for 

fumigation at his particular shed. We had to make the necessary arrangements 
with the Canadian authorities at the border to release the cars of potatoes so 
that we could have them fumigated in Canada before we had access to them. 
— Q. That would explain the delay before they reached Toronto?—A. They 

were held at the border for a couple of days before they could come in here. 
= F Q. You heard the evidence of Mr. Marlow from Toronto who also purchased 

~ two carloads of potatoes which he had ordered at about the same time. I 

- presume he did not have to go through the same process as you did and that 


_ would explain why he got the potatoes before you did?—A. That is more than 
- likely. 
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Q. Do I take it that when you received the potatoes there was a market 
already set for them?—A. Yes, potatoes were being sold on the market at that 
time at $12 a bag. : 

Q. The potatoes being sold at that time, on May 3 when you received 
your shipment, would be the potatoes referred to this morning and this afternoon 
and which were purchased by Mr. Marlow?—A. I imagine they would be. 

Q. Are you aware of whether there were any other potatoes on the Toronto 
market at that time, other than the potatoes referred to this morning purchased 
by Mr. Marlow?—A. There is only one other instance of it which I remember 
prior to our potatoes arriving. From hearsay I was under the impression that 
there were some potatoes in one of the chain stores which were being sold at 
19 cents a pound. 

Q. When was that?—A. Prior to these potatoes being received. 

Q. Where was that?—A. In Toronto. . 

Q. Can you give us the name of the store at which they were being sold? 
_-A. T do not recall that offhand. I think you would have the name in the 
early evidence—the evidence of the witness first on the stand from Toronto. 


Mr. McGrecor: How long would that have been before the 3rd of May? 


~The Witness: Oh, I think it would be about ten days—about ten days 
prior to our potatoes arriving. < 


By Mr. Monet: 

Q. You would say that before either Mr. Marlow received his or you 
received your potatoes there were others being sold in Toronto at 19 cents 
a pound.—A. That is correct. There is a small piece in Mr. Robinson’s state- 
ment which verifies that belief. 

Q. You would not be able to tell us the name of the store?—A. No, I do not 
know it offhand. 

Q. What was the price you paid for these potatoes?—A. We paid $4.75 
per bag, f.o.b. California. 

Q. What did they actually cost you per bag when they reached your place 
of business?—A. They cost us $6.77 per bag. 

Q. And I understand that you sold one of those cars of potatoes to the 
Caldwell Company in Montreal?—A. That is correct. 7 

Q. Was that car diverted to Montreal?—A. After we had the potatoes — 
properly fumigated to pass the Canadian authorities’ inspection one car was 
diverted intact to Montreal. 

Q. Where was it diverted from?—A. From Toronto. 

Q. Were those potatoes fumigated twice?—A. No. The instructions came — 
from the authorities in Toronto to the effect that the customs officials at the — 
border would allow those potatoes to come into Toronto as there were no faci- — 
lities to have them fumigated at the border. Under the supervision of the — 
health department in Toronto we had them fumigated and sealed, and that 
fumigation was thoroughly gone through before we could get a release. 

Q. They were in Toronto at that time?—A. That is right. a 

Q. All the delay that occurred took place before the potatoes arrived in © 
Toronto?—A. That is correct. 3 

Q. And one car was shipped from Toronto to Montreal?—A. That is — 
correct. 7 

Q. And those you sold at $12 a bag?—A. That is right. 


by Thatcher: ‘ 

Q. They were sold f.o.b. Montreal?—A. The car was sold on a basis of — 
$12 per bag delivered in Montreal. ae 
a Does that mean you paid the freight to Montreal?—A. We paid the 
reight. J 


sail ala a 
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Q. Your price was $12 per bag less the freight? What was the net price 
which you received from Mr. Caldwell?—A. It was a difference of $75, the 
additional freight rate from Toronto to Montreal. 

Q. On 360 bags?—A. No, over and above our freight. Our freight was 
$662.26 and there was an additional $75 representing the freight from Toronto 
to Montreal. 

Q. There are 360 bags in a car?—A. That is correct. 

@. And your price would be 360 x $12 less $75, is that right? 

Mr. McGrecor: $12 per bag less $75 freight? 

The Wirness: We got $12 per bag less the difference in freight. 

The Actinc CHAIRMAN: The freight to Montreal is 20 cents a bag. 


A. No. 


By Mr. Monet: 


Q. This car was sold to Caldwell Company in Montreal at $12 a bag, 
f.o.b. Montreal. According to my figures, Mr. Shore, and you can tell me if 
they are correct, the car returned you $4,320; the cost price f.o.b. Montreal 
was $2,499.71, leaving a profit of $1,820.29?—A. Yes, I believe that would be 
the cost and the selling price. 

Q. For this Montreal car? 

Mr. TuHatcuer: Would you give those figures again, Mr. Monet? 


Mr. Monet: Yes. The total sale price was $4,320 and the cost price f.o.b. 
Montreal for the 360 bags was $2,499.71; and there was a profit of $1,820.29. 


By Mr. Monet: 


Q. I wish you would check my figures but that would appear to be a mark- 
up of 42 per cent on selling price, and 72 per cent on cost?—A. I would think 
your calculations are correct. 

Q. You would accept my calculations?—A. Yes. 

@. Coming to the other car which remained in your possession, I under- 
stand this car was sold to retailers in Toronto, is that correct?—A. I sold 
300 bags out of the car left in Toronto to another wholesaler in Toronto. 
Actually, outside of the two large sales we only sold 60 bags in our own 
warehouse. 

Q. Those 300 bags would be sold to Charles Simpson Company?—A. That 
is correct. 

Q. Why did you sell them to that company? You are doing business as 
a wholesale company?—A. Yes, sir. 

Q. Why did you sell to another wholesaler instead of selling the potatoes 
to a retailer?—A. Mr. Simpson called me on the ’phone and wanted to know 
if I had any potatoes. I quoted him a price of $12 and he said he would take 
whatever I could give him. 

Q. So out of the two carloads you sold immediately a full carload to 
Montreal—the car was diverted from Toronto—and you sold 300 bags in bulk 
out of the other car to another wholesaler in Toronto?—A. That is correct. 

Q. Then you just had a few bags left to sell to retailers?—A. That is 
right, sir. 

Q. And those bags were sold at what price?—A. At from $10 to $12 per bag. 

Q. When you say they were sold from $10 to $12 per bag, how many of 
them were sold at $10?—A. There were 2 bags sold at $10. 

Q. And the others were sold at $12?—A. That is correct. 

Q. I am asking you these things but I must say that I have the information. 
Is it not a fact you also stored 39 bags of these potatoes?—A. No, I would not 
say they were stored, Mr. Monet. After these cars were delayed, due to the 
fumigation regulations, the Canadian National Railways required the payment 


3120 SPECIAL COMMITTEE 


of demurrage. Such a hold-up is not their responsibility and demurrage adds 
up on your cars if you leave them on the track. We therefore removed the — 
few bags that were left in the car and put them in our’ own cold storage space. 

Q. Do you still have them?—A. No, they were sold. 

Q. Were they sold much later than the others?—A. No, the last sale was 
on the 17th of May. 

Q. At what price was the sale?—A. At $12 a bag. 

Q. You have no more left?—A. No. ; 

Q. With respect to the second car if my ealculations are correct, on the 
321 bags which were sold at a price of $3,852, and which cost $2,169.96, you 
made a profit of $1,682.04? Would that be correct?-—A. I presume your figures 
are correct. 

Q. That would be a mark-up of 41-7 per cent on selling price and 72 per 
cent on cost price?—A. Yes, sir. 

Q. I have calculated that the total profit on the two cars received by 
Mac’s Fruit Company would be $3,502.33?—A. I will take your figures as 
correct. 

Q. Now would you tell the members of the committee why you asked $12 
a bag for those potatoes rather than $10 or $15 or $20 a bag? I wonder if you 
would answer that question, and it is my last question?—A. Gentlemen, I can 
possibly repeat what has already been said. If I had sold them for less, some 
wholesaler would have bought them from me and turned around and sold them 
at the market price. . 

Q. On that I understand that the first carload was sold in its entirety to 
a wholesaler?—A. That is correct. 

Q. And of the second carload there were 300 bags sold to'a wholesaler?—A. 
That is right. 

Q. Then your apprehension as to them being taken by a wholesaler could ~ 
not very well be valid?—A. The market at that particular time in the light 
of the demand was $12 a bag, and we were judging from actual sales on the 
market for the same type of merchandise. 

Q. I think that would be the main reason. At that time the price was set 
at $12 a bag?—A. That is right, sir. : 


By Mr. Thatcher: 

Q. Mr. Shore, how many middlemen were involved in your transaction? 
You said they were California potatoes and so there would be a California 
wholesaler?—A. No, if I can explain that to you Mr. Thatcher, I would say 
that I bought these potatoes through a broker in the United States who is a 
reputable fruit broker. He does nothing else but act as a fruit broker and 
he gets $25 commission from the shipper for the sale of those potatoes. 


Mr. Winters: Is that per car? 
The Wrrness: Yes. 


By Mr. Thatcher: 


Q. The producer must have sold them to an agent in California?—A. No, 
I think the party from whom we purchased those potatoes was the original 
grower—D. W. Ferguson in California is the grower as well as the shipper. He 
grows as well as ships the potatoes. 

Q. You think the Detroit broker is the first middle man?—A. He does not 
take any part of the profit. 


Q. He must get something because you said he got $25?—A. He gets $25 — 


for acting as broker for the shipper. 
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Q. The producer sells the potatoes to somebody in California and the 
California agent passes them on to the Detroit broker, the Detroit broker passes 
them on to you, you take your 72 per cent, you sell them to another wholesaler 
—Mr. Simpson— —A. Charles S. Simpson. 

Q. Simpson takes his wholesale cut, then the potatoes go to the retailer, the 
retailer takes his cut, and finally the consumer gets them. That would mean 
there would be five middlemen in there at least?—A. No. 

Q. There must be four?—A. No. 

Q. There are three middlemen in Toronto alone?—A. Well— 


Mr. Kuuu: Let the witness answer. . 


The Witness: I will answer your question as thoroughly as I can, The man 
in Detroit who acts as broker has absolutely nothing to do other than to verify 
to the shipper that I want a ear of potatoes. He wires down to the man who sells 
them and places an order for the sale of a car of potatoes and then he is through. 
For that part of the transaction he gets approximately $25 from the grower 
whom he represents. 


Mr. TuatcHer: As a broker he gets something? He enters into the trans- 
action somewhere? 


The Wrrnegss: Yes, you could call it that. 


By Mr. Monet: 

Q. Now, Mr. Shore, you referred earlier in your evidence to part of a state- 
ment made by Mr. Robinson. I am going to read that statement and you will 
tell me if this is the part to which you referred. 

Then in mid-April a Montreal trader succeeded in getting a ship- 
ment of small sized U.S.A. new potatoes past customs. These went on 
sale at 19 cents a pound, the equivalent of $19 for a 100 pound bag. 
Complaints that the potatoes were below minimum specifications required 
by the Fruit, Vegetables and Honey Act put an end to this deal. Some of 
of these potatoes found their way to Toronto and eventually were placed 
under detention and removed from circulation. 


Is that the statement to which you referred—A. That is correct, sir. 


Q. Then, when you decided to sell your potatoes at $12 a bag, were you 
not taking into consideration the fact that they might be taken under detention 
and removed from circulation?—A. No, Mr. Monet, just casually hearing about 
this, it so happens the government was restricting the sale of these so-called “B” 
size potatoes. They were not actually permitted to come into the country at all. 


The potatoes which we purchased as U.S. No. 1, a larger size potato, were 


potatoes which the government authorized and consented to coming into Canada. 
Q. Is it not a fact that the main reason you set your price at $12 at that time 

was that new potatoes were being sold at $12 then?—A. Oh, that is right, sir. 
Q. At that time, were you not the only one who had new potatoes?—A. No, 


I think there were some on the market. The market was not completely 


cleaned up. 
Q. You do not think you could have asked a little less than $12 at that time? 


-—A. Yes, T guess possibly we could have asked less. 


Q. But you wanted to do as well as your competitor?—A. No, not necessarily. 


By Mr. Winters: 


Q. Why did you offer a car to Montreal?—A. Following two telephone con- 
Versations, we asked $12 for them originally of Montreal and we had a return 


telephone conversation with Mr. Caldwell in Montreal who offered me $12 to 
get the Toronto potatoes. 


: Q. Was it a fact that the Toronto market was pretty well saturated with 
potatoes at that time?—A. No. 
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By Mr. Monet: 
Q. Or did you want the Montreal people to pay as much for the potatoes as 
the Toronto people paid?—A. I cannot answer that very well. 


By Mr. McGregor: : 

Q. He says there were these potatoes on the market in Toronto and according 

to this statement the potatoes were taken out of circulation—removed from 
circulation. Now, what does that mean, “removed from circulation”? 


Mr. Irvine: Did you ever see a potato circulating? 


By Mr. McGregor: i 
- Q. Who removed them from circulation?—A. The particular potatoes — 
mentioned in there are “B” size potatoes and were potatoes that were not actually 
permitted to come into Canada. It was not a proper grade to come into Canada. 
1 do not know how they did arrive but when they did arrive and when the 
inspectors were aware it was not a proper grade they were stopped from 
being sold. 

Q. What did they do with them?—A. I have not the faintest idea. 

Q. You said they were still on the market?—A. I was not referring to those. 

Q. You said there were some still on the market. I understood there were 
no potatoes on the market?—-A. My potatoes came in so close to my competitor’s 
on the Toronto market that he was not completely sold out of his potatoes when 
my potatoes arrived. There were the two potato deals on the market at the 
same time. - 

Q. That was not a glut on the market by any means?—A. No, there was not 
nearly enough to fill the demand. 

Q. What I should like to know is where these potatoes went when they 
were removed from circulation? Perhaps the Wartime Prices and Trade Board 
could tell us later. 

The Actinc CHAIRMAN: We will have to inquire into that, but it was not 
the Wartime Prices and Trade Board that had anything to do with it. It was 
the Department of Agriculture. 


By Mr. Monet: 
Q. Could you tell us who took them, who removed them from circulation?— — 
A. No, I would not know who looks after that. 


By Mr. Thatcher: : 

Q. Would you agree with this committee if it assumed your 72 per cent 
mark-up on cost is very abnormal?—A. No, Mr. Thatcher, under the circum- _ 
stances, as an over-all picture it was not. In proportion, it was not a high profit. 
Q. Mr. Shore, you do not ordinarily take 72 per cent on cost as a mark-up | 
on basic foodstuffs?—A. No, we do not. # 
Q. Then, if you do not, would not this one be abnormal?—A. No, it is undér # 
different circumstances. - 
Q. You mean because they were short this time?—A. No. 


By Mr. Irvine: 

Q. What were the circumstances?—A. It so happens we are considered a ~ 
little different from the regular operators in Toronto. We are classified as fancy ~ 
fruit distributors. Our specialty—somebody more or less stands out in bringing ~ 
in, over a period of years, I don’t know whether you call it luxury lines, but 
commodities everybody does not handle. We have had new potatoes at this time 
of year for quite a number of years back and when the restrictions came on we | 
were hard hit with the regular commodities being off the market. Our commodi- | 
ties were certainly the first ones to be put on the ban as not being permitted to 
come into Canada. ; 
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The Actina Cuarrman: In other words, the early bird gets the worm; is that 
the idea? 


By Mr. Irvine: 

& @. You mean these were the only two cars you were going to be permitted to 
have so you were going to make hay while the sun shone?_—A. No. It is not 
that. Some people, for the same amount of money involved in buying these 
potatoes used their money to advantage buying oranges or grapefruit. We were 
never large handlers of citrus and we tried to adjust our business on the same 
principles we have had in the past in handling selective produce to fill the gap 
in the market. 


By Mr. McGregor: 


_ Q. Could you tell us any other items you have bought on which you made 
that same percentage?—A. No, I do not recall offhand, Mr. McGregor. 


By Mr. Kuhl: 


Q. You would not consider, then, that the remarks of the chairman, Mr. 
Mayhew, made with respect to the previous witness would apply in your case?— 
A. No, not necessarily. 


Mr. Tuatcuer: But possibly. 


By Mr. Irvine: 

@. You mean to say the fact you were dealing in fancy stuff gives you the 
right to charge a fancy price?—A. No, not necessarily. Our particular business 
is a highly speculative business. There are exclusive food stores in the city as 
well as exclusive hotels which cater to the tourist trade which we try to look 
after for out of season fruits and vegetables to comply with their menus. As a 
practice, in former years, we have brought in different types of fruit in the form 
of avocado pears, eggplant, peppers, cucumbers and out of season fruits. These 
were all cut off. We thought we could fill up the shortage of commodities by 
trying to give them something in new potatoes which the market did not have. 


By Mr. Winters: 

Q. Have you any opinion as to how many potatoes you could have put on 

the Toronto market at $12 a bag?—A. By the demand, they were coming back 
_ when we were sold out. I could not answer that very well. The customers seemed 
to be selling them and they came back for more. 

Q. I do not understand why you had to call Montreal to ask them if they 
wanted potatoes in Montreal?—A. I asked Montreal—we have sold Montreal 
on numerous occasions prior to this on different kinds of carloads. I had not 
taken any offence to Mr. Caldwell when he said he did not want it. When he 
told me he wanted a car, I did not renege on my actual commitment to him or 
say I would not give him a car. 


By Mr. Monet: ; 
Q. Why did you not keep them in Toronto? 


By Mr. Winters: 

Q. You could have saved your $75 freight?—A. With the limited amount — 

of merchandise we have to sell, we also try to adjust our staff in proportion to 

our operations. It meant $75 less in handling and delivering these potatoes all 

over; bringing them up to our warehouse and selling in individual bags and 
delivering them all over the city for the same price. 


—_— 
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By Mr. Monet: San . 
Q. Could you not have offered them to one of the other wholesalers in 
Toronto as you did with the 300 bags?—-A. They wanted them and we sold them. 
Q. Is it not a fact you put in the first call?—A. Yes, I did. I do not think it 
was relative to potatoes. I think potatoes, more or less, led into the phone 
conversation. We correspond with Montreal as well as we correspond with — 
the United States on numerous occasions on the telephone, day after day, 
Probably, in the course of my talking to Mr. Caldwell, potatoes came up. 
It was more or less a general trend to offer these potatoes to him. 


By Mr. Winters: 
Q. Did you offer him potatoes if he would take something else?—A. No. 


By Mr. McGregor: 
Q. In other words, you sold them to Mr. Caldwell and you got more money? 
—A. No. | 
Q. You sold them in Toronto, delivered them at $12 a bag, and you sold | 
them to Mr. Caldwell at $12 a bag, too. 


By Mr. Irvine: 

Q. Did you think you could not sell two cars at that price in Toronto and 
it was safer to unload one in Montreal?—A. No, that was not it. We have bought, 
on numerous occasions, two cars of potatoes at one time. It is not too many 
for this time of year. 


The Actinc CuairmMan: He was far more virtuous. He was thinking of | 
the welfare of the Montreal people. 


Mr. Beaupry: Apart from the fact it was a much better business deal. 


By Mr. Thatcher: 


Q. I wonder if Mr. Shore could give the committee any idea as to how, in 
a voluntary way, we might get the prices of fruits and vegetables down?— — 
A. I wish I could answer that. : : 
Q. Have you any suggestion to give to this committee as to how we might — 
bring prices down a little?—A. I cannot answer that very well. 
Q. You know of no voluntary method?—A. No. 


eT eee! 


By Mr. Irvine: 


Q. You have not started yet?—A. We are all through. I really should say F: 
one thing. Pretty nearly everybody in the business, including myself, is awfully — 
confused in our present trading. 


By Mr. Thatcher: 

Q. If you do not know of any voluntary method of getting prices down, is z 

the committee to assume we can only bring in controls? } 
Mr. Winters: Just a minute; I wanted to say this before. The voluntary ~ 
method rests with the consumers. Both these witnesses have said there were 
domestic potatoes on the market at the same time which were available to the | 
consumer at lower prices. The consumer had the option of taking the old ~ 
potatoes at the lower price or having the higher priced article and there was, ~ 
therefore, a voluntary proposition right there. 2 
Mr. THarcHer: My question was a general one. I was asking if, so far as % 

all fruits and vegetables were concerned, Mr. Shore had an opinion. He expressed — 
it and I am satisfied. be 


oe 
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By Mr. Monet: 


Q. One last question in connection with this potato deal. You are aware 
that from 1944 to 1946, you were allowed 20 cents a bag by order No. A-1975? 
—A. I knew there was an order. 

Q. And that margin of profit?—A. I do not recall, not being familiar with 
it for a time back. I knew there was an order. 

- Q. You would recall it did not give you a mark-up as high as this one? 
—A. That is correct. 
Q. You know there is a new order, and you are aware it does not allow as 
high a mark-up as the one you took?—A. That is correct. 

Q. I have just a few questions to ask you in connection with yams. You 
were not requested to bring any documents in connection with this case as this 
information came to me since you were summoned. Did you have occasion 
some time during the month of April to purchase any carloads of yams?— 
A. Yes, we did. 

Q. Would you tell us how many cars you purchased?—A. In the month 
of April? 

Q. Yes—A. I have not got the figures with me, gentlemen, but I would say 
offhand there were two or three carloads. 

Q. Are these yams sold by the crate?—A. Yes, in crates. 

Q. Would it be fair to suggest you purchased, some time during the month 
of April, about 2,000 crates of yams?—A. There are 504 boxes to a carload. 

Q. Might it be four carloads?—A. It could be. 

Q. It could be?—A. That is right. 

Q. Would you recall what price you paid for those?—A. They were bought 

on the basis of $1.50 per box f.o.b. Louisiana, graded as U.S. No. 2. 

Q. Would you be able to tell the members of the committee what they 
actually cost you when they reached your place of business? I understand you 
have no figures here. You were not asked for them and for that reason I am try- 

ing to help you. If my statement is not correct, you say so. Would it be fair 
to say they cost you $2.27 when they reached your place of business?—A. I 
believe that is pretty accurate; that is for a carload lot. 

Q. Would you remember at what price they were sold?—-A. They were sold 
—I do not remember offhand fer that particular month, Mr. Monet. 

Q. Would it be between $4 a crate and $7.25 a crate?—A. Say, $4.50 to 
$6.50 per crate. 

| Q. Would it be a fair statement, and if it is possible to say it is you will not 
have to send me information unless the members of the committee wish it, that 
on those fcur cars your total cost was $4.565.40 and your selling price was 
$11,180.25, making a profit of $6,614.85? If you cannot answer, just say so and 

we will ask you to send in the information?—A. It is quite possible; I take your 

figures as correct. I have not brought the figures with me. I was not asked to 
bring them. Gentlemen, I should like to outline one thing for you. I outlined 
to you before we are considered as fancy fruit importers. Bringing in sweet 
potatoes during the winter months has been a practice of ours for a good number 
of years. As the season starts in Louisiana, we have, more or less, moral obliga- 
tions for so many carloads during the course of that year from the shippers. As 
you will know, sweet potatoes or yams as they are called, are a highly perishable 
commodity. We have and have had for quite a number of years terrific risks in 
bringing in sweet potatoes due to frost damage and overheating. 

We try to arrange to have heaters put into those cars to protect the pota- 
toes. On arrival, we either have them frozen due to not having sufficient heat, 
or if we have too much heat we cook them. 

It comes down to the actual selling. In the course of handling, we buy a 

—carload of potatoes. We cannot sell them as we pick them out of the car. We 
bring them up to the warehouse and we have our staff recondition the potatoes. 
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We have to take whatever spoilage there is out of each particular box to give the 
customer fair value for his money and give him a 100 per cent sound box of | 
potatoes. 

Q. Now, you suffered a loss—I want you to give me the information. The 
information T have may or may not be correct, and if it is not correct you are — 
here to correct it. On these four carloads your loss would be 107 crates at $2.27 © 
for a total loss, in money of $242.59; would that be correct?—A. I do not think — 
those figures, as near as I can figure it, would substantiate the wastage we would 
have on four carloads of potatoes. : 

Q. You think you would have more?—A. I think so. 

Q. Would you verify that and inform the members of the perce ere i 
would not know whether the figures are correct. I happened to be there when — 
the investigator was going through the invoices on the sweet potatoes at that. 
particular time, and I think he was more concerned in taking off the sales than 
he was in taking off the potatoes that were not sold and had to be recorded. I do 
not know whether or not he took them all off. 

Q. It could be that you did not lose mere than 107 crates?—A. Yes, it could 
be. I have not the figures to verify that. : 

Q. If those figures which I have just given you were accepted, and you did — 
accept them so far as the profit is concerned, this would give a percentage mark- . 
up of 63 per cent on the selling price or 163 per cent on the ecst; would that be . 
corect?—A. No, it is not correct, for this one reason; as I tried to explain prior — 
to that we have had serious damages I would say, in sweet potatoes. 

Q. To these particular four cars I am talking of in this transaction?—A. 
According to information which you have and information which I have net got, 
I take it your information would be correct. 

(). I am just talking of those four cars?—-A. Oh, yes. 

Q. You may have a very good reason for taking this 163 per cent profit and 
you may not. It is not up to me to decide that. On those four carloads that 
would be the mark-up you took?—A. Those four carloads to which you have : 
referred— 

Q. Oh no, it was not four carloads, it was six carloads on which you got eng 
163 per cent markup as to your selling price, that would be a very, very high — 
markup?—A. Under circumstances of that kind it would be, yes, sir. 

Mr. Monet: I have no more questions for this witness, Mr. Chairman. 

The Actine CHairMAN: Have any members of the committee any questions? 

Mr. Winters: I would just like to ask the witness how he reconditions 
potatoes? 4 
The Wirness: In reconditioning potatoes, they are packed in individual | 

= 
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wire boxes. Each one is undone and the potatoes are thoroughly dumped out ~ 
and all the bad potatoes are taken out of the box and it is refilled out of another 
box of potatoes. 

Mr. Winters: But you cannot recondition the potato? 

The Witness: You cannot recondition the potato when it is bad. 

Mr. McGrecor: In other words, on the sale of these six cars you made a 
profit of roughly $13,000? 

The Witness: There were four cars in that, I think. 

Mr. McGrecor: Six—four cars of these potatoes and two cars of the 
other potatoes. That is over $2,000 a car profit. We are in the wrong business. 

The Acting CHAIRMAN: I am not going to repeat what I said a while ago 
to Mr. Marlow. I think we are very foolish for having allowed that much | 
American money to go out of the country in that way. 

Mr. McGrecor: Just before the witness goes, would it not be well for ua 
_to ask what the Wartime Prices and Trade Board have done about this case; or, i 
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have they done anything about it, or do they intend to do anything about it; 
or, should we take it a step further? 


The Actine CHarRMAN: These transactions are all brought to the attention 
of the proper authority. 

Mr. Moner: The next witness to be called is Mr. Parent. He has asked 
that he be permitted to give his evidence in French. 

The Acting CHARMAN: I will ask Mr, Beaudoin to take the chair. 

Mr. L. R. Beaudoin assumed the chair as acting chairman. 


(Translation of evidence which follows appears in Appendix.) 


M. Zoél Parent, président de la Maison Parent, Goyer et compagnie, 
Montréal, comparait: 


Le PRESIDENT SUPPLEANT: A l’ordre! 


Me Monet: 
D. Monsieur Parent, voulez-vous donner votre prénom, s’il vous plait?— 


R. Zoél Parent. 
D. Je comprends que vous étes membre de la maison Parent, Goyer et 


. 


compagnie, dont le bureau-chef est situé 4 Montréal?—R. A Montréal, 73 Marché 


Bonsecours. 
D. Voulez-vous parler aussi fort que moi, s’il vous plait, monsieur Parent, 


pour que les membres du comité qui se trouvent 4 l’extrémité de la table 


_ puissent vous entendre?—R. Je vais essayer. 


D. Voulez-vous nous donner votre adresse privée?—R. 4922, rue Piedmont, 


~& Montréal. 


D. Et vous étes ici comme représentant de la maison Parent, Goyer et 


-compagnie?—R. Je suis président de Ja maison. 


D. Vous étes président de la maison Parent, Goyer et compagnie, dont le 
bureau chef est situé 4...—R.—Aux numéros 73-79 Marché Bonsecours. 

D. A Montréal?—R. Oui, & Montréal. 

D. Voulez-vous nous dire si la compagnie dont vous étes le président a une 


filiale ou les filiales?—-R. Nous avons une filiale & l’avenue Trudel oti nous 


recevons les chars... 
D. Est-ce une filiale ou un entrepot?—R. C’est un entrepdt. 
D. Il n’y a pas de compagnie affiliée 4 la compagnie Parent, Goyer et com- 


pagnie?—R. Non. 


D. Voulez-vous nous donner la date ott se termine votre année fiscale?— 


R. Le 30 juin. 
D. Monsieur Parent, je vous demanderais maintenant de décrire, pour le 


_bénéfice des membres du comité, la nature des opérations de votre compagnie. 


Je comprends que vous étes dans le commerce comme grossistes de fruits et 
Tégumes?—R. Oui. 
: D. Est-ce que vous commercez dans d’autres commodités que les fruits et 
légumes?—R. Nous avons acheté d’autres lignes depuis le mois de janvier. 
_ D. Depuis le mois de janvier de cette année?—R. De cette année. 

D. Quelles sont ces lignes?—R. Ce sont des “cannages” de fruits et de 
‘légumes. | 
D. Comme le rapport que vous nous avez présenté couvre votre année 
fiscale se terminant au mois de juin 1947, je comprends qu’aucune de ces nou- 
velles activités ne se trouvent rapportées dans le rapport soumis aux membres 
du comité?—R. Non. 
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D. Voulez-vous dire aux membres du comité si vous avez une spécialité — 
quelconque dans les fruits et légumes qui vous passent en main?—R. Nous 
essayons de tenir autant de lignes que nous pouvons en obtenir; notre commerce 
en général, jusqu’au premier janvier, a été seulement les fruits et les légumes | 
et nous essayons d’avoir toutes les variétés que nous pouvons obtenir. | 

D. Maintenant, dois-je comprendrs que votre commerce se compose de 
produits domestiques et de produits importés?—R. Les deux. : 

D. Voulez-vous nous donner la proportion des produits domestiques et la 
proportion des produits importés que cela peut représenter?—R. Nous faisons : 
beaucoup d’importations et je crois que c’est une des principales activités que 
nous avons. Quand les légumes et les fruits sont de la province ou bien de | 
la province voisine on les obtient en temps et lieu, j’entends dans le temps 
qu’ils arrivent. 

D. Je comprends, mais lorsque vous dites que la majorité de vos activités 
serait constituée par des importations, voulez-vous nous donner le pourcentage? 
Quelle serait la proportion du volume total de vos affaires? Quel serait le — 
pourcentage en ce qui concerne les produits domestiques, par exemple?—R. 50 
p. 100, 4 peu prés. ; 

D. 50 p. 100?—R. Oui. . 

D. De sorte que. 

Le PRESIDENT SUPPLEANT: Voulez-vous parler un peu plus fort, monsieur ~ 
Parent?—R. Oui. 1 


Me Monet: 


D. De sorte que votre commerce serait formé dans une proportion de 
59 p. 100 d’importations et dans une proportion de 50 p. 100 de produits domes- 
tiques?—-R. 50 p. 100 d’importations et 50 p. 100 de produits domestiques. 

D. Je vous référe maintenant, monsieur Parent, au questionnaire qui vous 
a été soumis et auquel vous avez répondu et qui est produit comme exhibit 114; — 
je comprends que vous avez eu l’occasion d’examiner le questionnaire auquel — 
votre maison a répondu et que vous avez accepté ce questionnaire comme repré- 
sentant les états de votre maison?—R. Oui, exactement. 

D. Je vous référe maintenant, monsieur Parent, 4 l’état n° 4, au mot — 
“vente”; voulez-vous donner aux membres du comité... 


RENSEIGNEMENTS PRELIMINAIRES—ENQUETE SUR 
| LES FRUITS ET LES LEGUMES 


1. Nom de la compagnie: Parent, Goyer et Compagnie. 

Z. Adresse du bureau-chef: 73-79 Marché Bonsecours, Montréal. 

3. Date du commencement des affaires: aotit 1928 

4. Noms et adresses de la compagnie mere, des filiales et compagnies affi- — 
liées: aucune filiale ou compagnie affiliée. 

5. Noms et adresses des fonctionnaires et directeurs ou associés: Zoél 
Parent, président, 4922, rue Piedmont, Montréal; Ernest Larin, vice-président, 7 
10566 Grande-Allée, Montréal; F.-X. Ouellette, secrétaire-trésorier, 532 ave 
Bennett, Montréal. % 

6. Emplacement des succursales, entrepdts et autres maisons d’affaires 3 


(y compris les filiales engagées dans le commerce des fruits et des légumes: | 
Actuellement, 1665 ave Trudel, Montréal De 1939 & 1942: Val d’Or, P. Qué. — 
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The Acting CuamrMan: Please, would you gentlemen come to order; it is 
very difficult for counsel to conduct his investigation. 


Me Monet: 

D. Monsieur Parent, voulez-vous nous donner le montant es vos ventes 
totales pour l’année 1939?—R. $1,544,147. 

D. Et pour Vannée 1947 maintenant?—R. $3,244,782. 

D. Je comprends que ces chiffres que vous venez de nous donner sont pour. 
Vannée fiscale terminée le 30 juin 1947?—R. Le 30 juin 1947. 

D. Et ae vos opérations depuis le 30 juin 1947 ne sont pas comprises” 
dans cet état n° 4, c’est-A-dire qu’il n’y a rien dans l'état n° 4 de vos opérations 
depuis le ler ruillet 1947?—R. Il n’y a rien de cela. 

D. Je constate également que vos profits d’exploitation que |’on tae 
au milieu de la page ont accusé une augmentation de $8,641 quwils étaient en 
1939 & $18,970 pour l’année fiscale se terminant au 30 juin 1947?—R. 1947, 
c'est bien cela. 

D. Je constate également, monsieur Parent, quelques lignes plus haut, 
sous la rubrique “autres frais d’exploitation” , que ces frais d’exploitation ont 
augmenté pour l’année 1946 de $88,663 a $104, 801 pour l’année 1947?—R. 
Exactement. 

D. Voulez-vous dire aux honorables membres du comité 4 quoi doit etre 
attribuée cette augmentation de quelque $15,000 des frais d’exploitation pour 
cette année-l4?—R. D’abord, la livraison nous cofite 4 peu prés 20 p. 100 a 


3132 SPECIAL COMMITTEE fox wi 
; 
] 
; 


xX 


plus qu'elle nous cotitait en 1946 et les autres dépenses ont été en proportion; 
par camone sur les salaires que nous avons di augmenter de l’année 1946 & 
1947.. 

D. ‘Bien, les salaires, monsieur Parent, vous les avez sous la rubrique a 
dente.—R. Oui. 

D. Maintenant, je voudrais que vous nous disiez... Vous venez de nol 
donner les frais de livraison, je voudrais que vous nous disiez sily a d’autres 
item que ceux-la qui, dapres vous, devraient entrer en ligne de compte dans 
Vaugmentation de vos frais d'exploitation entre 1946 et 1947?—R. Je ne crois | 
pas qu’il y en ait d’autres... Il y a beaucoup d’autres frais que nous avons 
dai. subir. 

D. Mais vous attribueriez la majeure partie de cette augmentation. . R. 
Je crois que ce serait par. la livraison, par le camionnage; on fait beaucoup de 


livraison &4 Montréal et dans les environs; il nous a fallu engager des camions- 


supplémentaires pour faire la livraison. 
Le président suppléant: 2 

D. Vous faites votre propre livraison, actuellement, avec vos propres” 
camions—R. Oui, avec nos propres camions; et nous avons un contrat avec une 
compagnie pour une dizaine de camions et en plus de cela, a part de nos propres | 
camions, nous avons A additionner d’autres camions pour la livraison supplé- 
mentaire. 

Mr. Tuarcuer: The main part of that would be truck expenditure? 

Mr. Monet: Yes, that is what he said, most of it is truck expense. There» 
might be a few other little things in it but the bulk of it is delivery cost. 

Mr. McGrecor: He was speaking about this $304,000? 

Mr. Monet: Yes. 

Mr. McGrecor: Could we have a breakdown of that? 


Te 
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Me Monet: 


D. Pouvez-vous nous donner en détail ce montant de $104,801, monsieur 
Parent?—R. Je ne dois pas avoir cela ici, je ne crois pas. 

D. Pourrez-vous nous le fournir?—R. Je pourrais vous le fournir A l’occa- 
sion. 


M. Beaudry: 


D. Pourriez-vous nous donner aujourd’hui une idée des item que cela com- 
prend; est-ce que cela comprend beaucoup d’autres item que la livraison? 

Mr. Monet: The witness said he has not got the information but he could 
supply it, but I think he could give the main items. 

Me Monet: 

D. Pourriez-vous donner les principaux item qui entrent sous cette rubrique- 
la?—R. Il y a le bureau dont nous avons augmenté le personnel... 

D. Je comprends, monsieur Parent, que le personnel du bureau irait dans 
les salaires?—R. Oui, cela irait dans les salaires. 

D. Alors, vous nous avez donné la livraison; y a-t-il d’autres item que 
vous pouvez mentionner?—R. Je ne peux pas voir 1a, je les ai tous en détails 
mais je ne peux pas voir la. 


M. Beaudry: 


D. Nous pouvons peut-étre contourner la question. Pouvez-vous nous 
donner une idée de ce que vous cotite votre livraison par année? Par exemple, 
tant pour le camionneur qui a le contrat et tant pour vos propres camions?— 
R. On paye $90... 

D. Mais, dans l’ensemble, “votre montant annuel?—R. Je n’ai pas ces 
chiffres-la ici. 

D. Est-ce que cela représenterait la plus grosse partie des $104,000?—R. 
Une grosse partie parce que l’on fait une grosse livraison chez nous, au marché 
Bonsecours. Surtout, on est obligé de faire la livraison dans toute la ville et 
vous comprenez que ca demande beaucoup de livraison; on a essayé de tenir 
notre clientéle en donnant un bon service. 

D. Ce que je veux savoir, c’est ceci,—pour éviter de faire une enquéte en 
détails plus longue: Si vous dites que votre livraison vous cotite, disons, les 
trois quarts des $104,000,—pour éviter des détails inutiles pour découvrir com- 
bien d’autres item sont compris 1a4-dedans,—alors quelle serait la proportion? 


Me Monet: 
_ D. Quelle serait la proportion des $104,000 qui pourrait s’appliquer 4 la 
livraison?—R. On pourrait dire de 60 4 65 p. 100. 

D. Pouvez-vous nous donner une idée des item qui composent la balance 
de ce montant-la—R. La papeterie, les télégrammes, les téléphones et autres; 
il y en a une liste d’A peu prés une dizaine de cas. Je n’ai pas les détails ici 
mais... 

D. Mais, sans nous donner les détails, pourriez-vous nous donner les item 
en question?—R. C’est pour une grande partie sur la livraison, les camions et, 
la balance, ce sont les frais d’exploitation du bureau et des hommes supplé- 
mentaires; cela va dans les salaires mais, d’un autre c6té, on les passe dans les 
frais d’exploitation supplémentaires; il y a des frais de salaires qui sont rendus 
des fois dans les frais d’exploitation supplémentaires. 
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M. Braupry: Monsieur le président, je ne voudrais pas vous dicter une 


ligne de conduite, mais, monsieur Monet, il me semble que ces chiffres sont — 


bien en proportion des chiffres recus des témoins précédents. Ne croyez-vous 
pas que l’on ne devrait pas s’y attarder, surtout vu que le volume d’affaires 
* n’est pas tellement énorme et la différence pas tellement grande? 

Me Monsrt: Je le crois bien. Personnellement, je n’ai pas d’objection, mais 
c’est parce que la question a été posée par M. McGregor. Personnellement, je 


ne crois pas que l’écart soit exagéré. 
D. Dans les salaires, i] y a une augmentation de $13,000 en Romar ane 


1946 et 1947?—R. Oui. 
D. Et, également sous la rubrique “traitement des directeurs”’, le bates Gait 


des directeurs a été diminué en 1945, 1946 et 1947 par rapport a 1944?—R. Oui, 
$250 de différence, je crois. 
M. Winters: Monsieur le président, je désire poser une question, s’1l vous 


plait. 
Le PRESIDENT SUPPLEANT: Certainement, posez-la. 


M. Winters: 
D. Combien d’hommes payez-vous avec la somme de $13,000 en question? 


Le président suppléant: 

D. Avez-vous compris la question, monsieur Parent?—R. Combien d’hom- 
mes & notre emploi? 

M. Braupry: Non, entre combien d’hommes se partage cette somme de 
$13,000? 

Le tméMoIN: Dans les directeurs ou les employés seulement? 

M. Braupry: Non, entre combien d’hommes se partage cette somme de 
$13,000? 

Le TemMoIn: Les directeurs seulement? 


M. Winters: 

D. Combien d’hommes?—R. Trois. 

D. Est-ce que les directeurs obtiennent des salaires d’autres choses?— 
R. Non, pas d’autres choses; les salaires sont tels qu’ils sont pee Ta. 

M. Winters: Merci, monsieur le président. 

Le PRESIDENT SUPPLEANT: Est-ce que c’est tout, monsieur Winters? 

M. Winters: Pour maintenant, oui. 

M. Tuarcuer: Il parle bien francais, n’est-ce pas? 

Me Moner: I! parle trés bien francais et vous parlez trés bien aussi, 
monsieur Thatcher. 


Me Monet: 

D. Maintenant, je vois que, toujours pour votre année fiscale se terminant 
le 30 juin 1947, vos profits bruts, en pourcentage, sur vos ventes, étaient de 
6:8—R. 6:8. . 

D. Et que ce montant de 6-8 est inférieur au montant pour les profits bruts 
en pourcentage sur les ventes pour les années 1939, 1940 et 1941, est-ce exact? 
—R. Exactement. 

D. Maintenant, M. Parent, nous vous avions demandé, comme nous avions 


demandé aux autres compagnies qui ont été assignées ici, de produire un état 


a 
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mensuel détaillé de vos ventes et de vos profits et de vos opérations. Vous 
ous avez déclaré ne pas étre en état de donner ces renseignements. Voulez- 
vous donner aux membres du comité les raisons pourquoi vous ne pouvez pas 
donner un état mensuel de vos opérations?—R. La raison, c’est qu’au Marché 
Bonsecours c’est trés difficile, parce que nous avons des marchandises un peu 
partout, soit en entrepdt, soit sur les chars, et nous avons en plus de cela le 
“terminal”. C’est trés, trés difficile de prendre |’inventaire 4 la fin du mois 
pour pouvoir faire un état qui serait correct, A chaque mois. 

D. Et la politique suivie par votre compagnie, au point de vue de sa compta- 
bilité, ne s’est jamais prétée A ces états? Vous n’avez jamais fait d’état 
mensuel?—R. Jamais. 

D. Comment pouvez-vous savoir A la fin de chaque mois, ou au cours 
d’une période déterminée au cours de Pannée, comment vos opérations se font, 
c’est-a-dire soit qu’il y ait perte ou soit qu'il y ait bénéfice?—R. C’est que, 
pour le terminal, nous pouvons l’obtenir A tous les mois. T] est plus facile de 
“checker” vos chars quand ils arrivent 3 Montréal au terminal, et nous pouvons 
obtenir tous les mois ce que le terminal nous rapporte. 

D. Je comprends que vous faites des achats un peu partout?—R. Oui, 
monsieur. 

D. Quand vous parlez du “terminal”, qu’est-ce que vous voulez dire par 
le “terminal”?—R. La ot nous recevons tous nos chars d’importation. Alors, 
les chars sont vérifiés par le National Canadien d’abord, et nous avons A les 
vérifier 4 tous les soirs avec eux, et de cette maniére nous pouvons obtenir nos 
rapports tous les mois, parce que les chars sont “checkés” et que c’est plus 
facile de les “checker” 14, au terminal, qu’au Marché Bonsecours. 

D. Mais quant au reste des marchandises qui servent 4 l’opération de votre 
commerce, vous ne tenez pas d’état mensuel?—R. Non. 

D. Vous n’en avez jamais fait?—R. Non, jamais. 


D. Et c’est 1a la raison pourquoi vous n’avez pu répondre au questionnaire 


sous ce rapport-l4?—R. Oui, monsieur, 


Text 
Mr. Monet: For the benefit of the members of the committee, and I think 


_ this is quite important, I would say that I asked the witness why he did not 


_ supply the information requested. It was the same information requested from 


the other companies, but he says that his company has never compiled monthly 


_ statements and they do not keep them because they make their purchases from 


different places, from the Montreal terminal and from local growers. At all 
events, the company has never kept its accounts in a manner which would 


- allow him to produce a statement and that is why he has not brought the 
_ information requested. 


Mr. Winters: This is a most modest mark-up. 


Mr. Monet: That is why I bring the matter to the attention of the 
committee. The witness stated that he cannot supply the monthly statements 


_ but he has information with respect to fruit and vegetables with which I will 


ty 


; 
~ 


dealin a moment. The information is asked of these companies because of the 

fact that some of the fiscal years would end in April, others in March, and 
So on, and the financial statement is asked in order that we may have a true 
picture. When a witness says that he cannot supply the statement there is no 


_ comparison possible. I will be dealing with oranges now, Mr. McGregor, but 


I will be very brief. 
Mr. Tuatcuer: I have one question. x 
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M. Thatcher: 

D. Monsieur Parent, voulez-vous dire au comité si votre bénéfice est plus — 

grand aux mois de novembre et de décembre qu ’autrefois?—R. Je crois que 
cela n’a pas été une grosse différence avec les mois précédents. 

D. En 1947?—R. En 1947, il n’y a pas beaucoup de différence. 

D. Vous n’avez pas les ehiftres ici?—R. Non, je n’ai pas les chiffres ici pour 

le mois de novembre. 


Me Monet: 

Dige comprends que vous avez un état financier ici et que votre année se 

termine le 30 juin, comme vous l’avez dit tantét, d’aprés l’état n° 4, sur pane 

n’apparaissent pas vos opérations totales de 19477?_R. Non. 

D. Etes-vous en état de dire, pour cette période- -]4, & l’instar des compagnies 

qui ont comparu ici, si votre volume a été moins considérable, vos opérations en 

volume?—-R. Moins considérable. 

D. Etes-vous capable de nous dire, comme d’autres compagnies nous |’ont 

dit, que si, par ailleurs, leur volume a été moins considérable par les années : 

passées, leur bénéfice a été supérieur? Seriez-vous dans la méme position?— 
R. Je ne le crois pas. 

D. Vous ne croyez pas que votre profit pour l’année fiscale en cours actuel- 


lement est supérieur & celui de l’année correspondante de l’année derniére?—R. Il ~ 


n’est pas supérieur, je suis certain de cela. 

D. Vous étes certain de cela?—R. Presque certain. 

D. Et vous étes certain, toutefois, que le volume a été moins considérable? 
—R. Oui, il a été moins considérable. 

D. Maintenant, monsieur Parent, je voudrais vous référer au questionnaire 
qui a été posé au sujet des différentes autres commodites, et. particuliérement 
des oranges. Je constate, si vous voulez prendre la premiére colonne, les oranges, 
je constate que, pour les mois de novembre et de décembre, il y a eu augmen- 
tation dans la marge de profits, qui semble €étre équivalente 4 celle des autres — 
maisons de Toronto et d’ailleurs qui ont comparu devant le comité?—R. Exac- — 
tement. 

D. Voulez-vous nous dire pourquoi le 18 décembre en particulier, il vous a ~ 
été possible d’obtenir une marge de $1.87 par caisse d’oranges et de $1.62 le © 
24 décembre. Avez-vous des explications 4 donner aux membres du comité?— 
R. Cela dépend de la grosseur des oranges. C’est la la différence et elle est 
moindre le 24 que le 18. Nous avons des grosseurs d’orange qui rapportent plus 
que les autres grosseurs. Nous en avons eu des chars qui. étaient exactement 
comme la demande se faisait dans le moment et, dans ce temps-la, nous 
obtenions un profit un peu plus élevé. 

D. Pour les oranges dont il est question ici, qui sont les 288, voulez-vous 
dire aux membres du comité comment il se fait que, du 11 décembre au — 
18 décembre, il vous a été possible d’obtenir une marge de profits beaucoup 
plus considérable?—-R. Les demandes, comme c’était le cas dans tous les autres — 
qui m’ont précédé, étaient plus fortes et nous arrivions 4 la fin de décembre ou — 
les demandes étaient beaucoup plus fortes que dans les autres temps. C’est le — 
temps ot nous tachons d’approvisionner les gens de la campagne, notre clientéle 
de la campagne, et nous avons une tres forte demande dans ce temps-la. 


D. Est-ce qu’il vous aurait été possible, Monsieur Parent, de faire en sorte 


que la marge de bénéfices sur les oranges 288, dont nous parlons, puisse étre 
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moins substantielle qu’elle l’a été?—R. C’était trés difficile, parce que nous 
n’avions pas assez d’oranges encore pour la clientéle et nous avons eu des offres 
pour plus cher que cela, seulement nous suivions le marché des autres et, méme, 
je crois que nous étions en bas des autres dans bien des circonstances. 


M. THarcuer: De quel mois parlez-vous? 
Me Moner: Du mois de décembre, du 18 au 24. 


Me Monet: 


Dois-je comprendre qu’il vous arrive parfois d’étre tenu et tout spécia- 
lement Yautomne dernier, d’acheter des oranges de quelques-uns de vos com- 
pétiteurs?—R. A plusieurs reprises, de fait, j’en ai acheté. Vous avez des prix 
dans le mois de janvier que j’ai payé beaucoup plus cher, et méme dans le 
mois de décembre, que j’ai payé plus cher que e’était l’intention en achetant 
des autres compétiteurs. Et eux-mémes prennent leurs profits; ce ne sont 
pas nos chars. 

D. Pour que ceci soit bien clair, votre situation est un peu différente des 
autres. Je comprends qu’en plus des oranges qu’il vous était facile de vous 
procurer, que, pour satisfaire votre clientéle, vous avez dt acheter des oranges 
de compétiteurs & Montréal?—R. Exactement. 

D. Ce qui expliquerait, comme vous le dites, qu’au mois de janvier, par 
exemple, vous avez dii payer jusqu’é $5.75, $5.50 et $5.65 pour des oranges 
que vous avez vendues?—R. Mais, méme, j’ai payé plus cher que cela; cela 
est un “average”. 

D. Est-ce pour cette raison-la, ou plutdt est-ce que c’est cette raison-lA 
qui expliquerait qu’en janvier, par exemple, vous avez fait, dans la semaine du 
29 janvier, vous avez fait seulement 10c. par “crate” d’oranges?—R. Oui, 
monsieur. 

~ D. De qui achetiez-vous des oranges a Montréal?—R. De Eliosoff, 
J. & Sons. 

D. Et d’autres fournisseurs?7—R. De Crelinsten et de Botner. 

D. Et d’autres fournisseurs de Montréal?—R. Oui, monsieur. 

D. Et si je comprends, quand vous achetiez des oranges d’eux, vous payiez 
plus cher que quand vous les achetiez & la source?—R. Oui, monsieur. 

D. Maintenant, M. Parent, si vous voulez bien référer A la page 2, 
“céleri”. 


Le Président suppléant: 

D. Est-ce que ces compagnies vendent & ces mémes compagnies dont vous 
achetez des produits?—R. Cela arrive. 

D. C’est une pratique assez fréquente?—R. Oui, mais nous sommes obligés 
d’acheter plus souvent qu’eux ont & acheter. 

D. Pourquoi?—R. Pour notre marché, pour notre clientéle du Marché 
Bonsecours, généralement on ne veut manquer de rien. Au terminal, quand 
eux autres ont vendu leurs chars, il n’y en a plus et ils attendent les autres 
chars pour les vendre, mais nous autres ce n’est pas la méme chose, on veut 
avoir la marchandise autant que possible pour alimenter le Marché Bonsecours. 
| M. Tuatcuer: Voulez-vous regarder le mois de mars pour une minute. 
Je remarque 1A que le cofit a baissé mais que le prix de vente a monté. Quelle 
est la raison pour cela?—R. Ce sont les prix des chars. Le prix des chars, 
$4.58, cela dépend des grosseurs. En partie, ce sont tous des chars de $4.58, 
$4.33 pour le 25 et $4.75 pour le 4 mars. 
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D. Mais, Monsieur Parent, pourquoi, quand votre cotit a baissé, quand vous 
avez fait votre prix, pourquoi est-ce que votre prix de vente est plus haut?—R.. 
Nous n’avons pas vendu plus haut au mois de mars, nous avons vendu $5.52. 

D. Mars le 11, le 18, le 25?—R. $5.52 et $4.58. 

D. Est-ce que, pour ces mois, vous croyez que votre bénéfice a été normal? 
—R. Il n’y a pas une grosse, grosse différence. Vous avez des chars que |’on 
a vendu avec 40c. de profit et d’autres avec $1.00 de profit. Cela est normal. 

D. Qu’est-ce que vous en pensez? Peut-étre que Me Monet pourrait poser 
des questions 4 ce sujet. 

Me Monet: J’ai fini. 


M. Thatcher: 
D. Quel est le profit normal sur une boite d’oranges?—R. 75c., c’est 
“Vaverage”’. 
D. Pour la fin de mars, votre bénéfice est deux fois plus haut que cela?— 
R. C’est seulement qu’une grosseur cela. Si on veut avoir “laverage” sur un ~ 
char, il ne faut pas prendre seulement qu’une grosseur. 


Me Monet: 


D. Monsieur Parent, et sur les oignons? Voulez-vous dire aux membres 
du comité si les oignons mentionnés du 22 janvier au 18 mars inclusivement, 
étaient des oignons que vous aviez achetés de semaine en semaine, de jour 
en jour ou si c’étaient des oignons remisés, entreposés antérieurement?—R. — 
Nous avions & peu pres de 700 & 800 poches d’oignons que nous avions remisés — 
& Ventrpdt. Nous en avons ainsi tous les ans, mais ordinairement plus que 
cela. Cette année, c’est & peu prés cela que nous avions. ; 

D. Est-ce ceux-la qui ont été payés 6c. la livre?—R. Oui, monsieur. . 

D. Et vous les avez vendus du 22 janvier au 25 mars & un prix qui variait 
de 6:5c. 4 10c.?—R. Exactement. 

D. Comment expliquez-vous, Monsieur Parent, et c’est 1&4 ma derniére- 
question, comment expliquez-vous cette hausse dans le prix des oignons et le — 
profit considérable, dans cette occasion, que vous avez fait sur ces oignons-la?— — 
R. Nous avons guidé nos prix sur le marché d’Ontario et je crois que c’était le 
prix dans le temps. Nous avons suivi le marché. Vous avez ici en février, le 
12, une indication que nous avons vendu des oignons meilleur marché qu’ils — 
nous cottaient. 

D. Alors, c’est une perte pour le 12 février?—R. Oui, monsieur. a 

D. A d’autres périodes, vous avez vendu les oignons au prix du marché, — 
vous dites?—R. Oui, monsieur. 


M. Thatcher: 


D. Une question, encore. Pouvez-vous dire aux membres du comité 
comment vous pouvez obtenir une baisse de prix volontairement? Peut-étre — 
que vous ne pouvez pas comprendre mon francais?—R. Vous voulez dire, si 
nous pouvons baisser nos prix volontairement? . 

D. Oui, et sans régies.—Je crois qu’on est assez raisonnable sur ce cété-la. — 

D. C'est trés difficile?—R. C’est assez difficile, vu que ce sont des fruits — 
et des légumes, on est supposé avoir de la perte. Si par hasard on fait un peu — 
plus de profit sur un char, on risque de perdre sur le char qui suivra, et cela — 
est trés, trés difficile de dire qu’on va maintenir une marge de profit égale 
dans des circonstances pareilles, ¥ 
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Me Monger: Dans |’ensemble, Monsieur Parent, vous étes supposé faire 
un profit comme dans toute autre chose. 


M. Thatcher: 
D. Est-ce que vous avez dit que cela est tras difficile sans les contréles ?— 
R. Je comprends que le contréle nous arréte un peu pour prendre un profit. 


Le président suppléant: 

D. Comparativement aux états produits par d’autres témoins qui sont venus 
ici, vous semblez faire beaucoup moins d’affaires que les autres?—R. C’est 
exactement le cas. 

D. Qu’est-ce qui se passe?—Est-ce qu’il y a longtemps que vous étes en 
affaires, vous?—R. 26 ans. 

D. Comment expliquez-vous que d’autres compagnies, en affaires depuis 

- quelques années seulement, vous dépassent en profits?—R. Je crois pouvoir vous 
_ donner la raison. Nous autres, nous avons une clientéle pas mal réguliére et 
nous cherchons a la garder. On ne faisait pas de spéculation. Nous n’achetions 
- pas des chars pour prendre le risque de faire de grosses affaires ou de faire 
_ des pertes considérables. Si dans le passé il y en a qui ont fait de l’argent 
dans le commerce des fruits et des légumes, c’est parce qu’ils ont pris des chances 
sur le marché et que le marché leur a donné raison par l’augmentation des 
_ prix et aussi parce qu’ils avaient beaucoup de chars dans l’entrepét. 
: D. En d’autres termes, vous avez conduit vos opérations avec prudence, 
est de cette fagon que vous avez opéré depuis 26 ans?—R. D’abord que nous 
_faisions un profit qui ne diminuait pas. D’aprés nos ventes, il ne diminuait 
pas mais il n’augmentait pas. Le profit ne peut pas augmenter par le fait 
~qu’on ne fait pas de spéculation. On ne pouvait pas risquer d’en faire plus 
mais aussi on ne pouvait pas risquer d’en faire moins. Mais si nous nous 
_ étions livrés & la spéculation, nous aurions pu faire beaucoup plus de profits 
lorsque le cas se serait présenté. Nous aurions fait un bénéfice beaucoup plus 
considérable cette année si nous l’avions fait. 
c M. Braupry: Do you think that $18,000 is an exorbitant profit on a 
volume of $3,000,000? 
- Myr. Tuarcurr: I think Mr. Parent has done an excellent job. 
The Acting Chairman: 
% The Actinc CHairMan: Are there any more questions? 
»\ Mr. Mayuew: I think this witness certainly is to be complimented. He 
has done nothing to harm private enterprise. There is another matter about 
which some of the members have spoken to me. I wonder if the chairman would 
“accept a motion that we do not sit on Monday. 
__. Mr. Mower: I have three more witnesses but I should finish by Tuesday 


’ Mr, Mayuew: Monday is a holiday and some of us will not be here. 

~ Mr. Irvine: I would move that we do not meet until Tuesday. 

_ Mr. Maynew: I have stated that we would hold a steering committee 
meeting tomorrow. 

Mr. Moner: Mr. Dyde has asked me if there would be a steering committee 
meeting tomorrow morning as planned. 

~ Mr. Mayuew: Tomorrow morning will be satisfactory. 

~ Mr. Irvine: What time? 

— Mr. Maynew: 11 o’clock in the minister’s office. 


* 


The meeting adjourned to meet again Tuesday, May 25, 1948. 
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APPENDIX =. 


Translation of Evidence given by Mr. Zoel Parent 


Mr. Zoel Parent, President of the firm of Parent, Goyer and Company, 
Montreal, is called: . 


The Actinac CHAIRMAN: Order! 


By Mr. Monet: 
Q. Mr. Parent; would you please eive your full name?—A. Zoel Parent. 
Q. I understand you are a member of the firm of Parent, Goyer and 
Company, the head office of which is located in Montreal?—A. In Montreal, 
at 73 Bonsecours Market. 
Q. Would you please speak as loud as I do, Mr. Parent, so that the 
Committee members at the other end of the table can hear you?—A. I shall try. 
Q. Would you give us your private address? A. 4922 Piedmont Street, 
Montreal. 
Q. And you are here as a representative of the firm of Parent, Goyer and 
Company ?—A. I am the president of the firm. 
Q. You are the president of the firm of Parent, Goyer and Company the. 
head office of which is located at— —A. Nos. 73-79 Bonsecours Market. 
Q. In Montreal?—A. Yes, in Montreal. 
Q. Will you tell us whether the company of which you are the president 
has a branch or branches?—A. We have a branch on Trudel Avenue where we- 
receive shipments— 
Q. Is that establishment a branch or a storage?—A. It is a storage. 
Q. There is no company affiliated with the firm of Parent, Goyer and — 
Company?—A. No. 
Q. Would you tell us when your financial year ends?—A. June 30. 
Q. Mr. Parent, I will now ask you to describe, for the benefit of the members — 
of the committee, the nature of your company’s operations. I understand you ~ 
carry on business as fruit and vegetable wholesalers?-—A. Yes: ; 
Q. Do you deal in commodities other than fruits and vegetables?—A. We | 
have purchased other commodities since the month of January. 
Q. Since the month of January this year?—A. This year. 
Q. What was that line of goods?—A. Canned fruits and vegetables. 
Q. As the report which you submitted to us covers your financial year ending ~ 
in June 1947, I take it that none of these new activities are included in the report — 
presented to the members of the committee?—A. No. 

Q. Would you tell the members of the committee whether you have any — 
specially in the fruits and vegetables which you handle?—A. We try to carry ; 
as many lines as we can secure; our trade generally, up to January 1, consisted” 
only in fruits and vegetables and we try to carry all the varieties we can secure. 

Q. Now, am I to understand that your trade comprises domestic products 
and imported products?—A. Both. 7 

Q. Will you give us the percentage of domestic products and the percentage 
of imported products that trade represents?—A. We import quite a lot an 
I believe those imports constitute one of our main activities. When vegetables 
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and fruits are grown in the province or in the neighbouring province we secure 
them in due course, I mean when they arrive. 

Q. I understand, but when you say that imports constitute the bulk of 
your operations, would you tell us what percentage of your total volume of 
business they would represent? What would be the percentage with reference 


_ to domestic products, for instance?—A. About 50 per cent. 


Q. 50 per cent?—A. Yes. 
Q. So that— 


a Rae ACTING CHAIRMAN: Would you speak a little louder, Mr. Parent?— 
. Yes. 


By Mr. Monet: 


Q. So that your trade would be in the ratio of 50 per cent of imports and 
~50 per cent of domestic products?—A. 50 per cent of imports and 50 per cent of 
domestic products. 

Q. I will now refer you, Mr. Parent, to the questionnaire that was sent 
to you and which you answered. It is filed as exhibit 114. I understand you 
had an opportunity of examining the questionnaire to which your firm replied 


and that you accepted that questionnaire as representing the statements of your 


firm?—A. Yes, exactly. 
__ Q. I will now refer you, Mr. Parent, to statement No. 4, to the world “sale” ; 
will you give the members of the committee— 


EXHIBIT No. 114 
General Information 


Preliminary information—Fruit and Vegetable Inquiry. 

1. Name of company: Parent, Goyer and Compagnie. 

2. Address of head office: 73-79 Bonsecours Market, Montreal. 

3. Date commenced business: August, 1928. 

4. Names and addresses of parent subsidiary and affiliated companies: no 


subsidiary or affiliated company. 


o. Names and addresses of officers and directors or partners: Zoel Parent, 


President, 4922, Piedmont Street, Montreal; Ernest Larin, Vice-President, 
10566 Grande-Allée, Montréal; F. X. Ouellette, Secretary-Treasurer, 532 
Bennett Ave., Montreal. 


Location of branches, warehouses and other places of business (including 


those of subsidiary companies engaged in the fruit and vegetable trade) at, 


present: 1665 Trudel Avenue, Montreal. From 1939 to 1942: Val d’Or, Que. 
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(Text) 


. The Actinc CHarrMAN: Please, would you gentlemen come to order; it is 
very difficult for counsel to conduct his investigation. 


(Translation) 


By Mr. Monet: 


___Q. Mr. Parent, will you give us the value of your total sales for the year 
1939?—A. $1,544,147. 

Q. And for the year 1947?—A. $3,244,782. 

Q. I understand the figure you have just given us is for the financial year 
ended June 30, 1947?—-A. On June 30, 1947. 

Q. Therefore, your operations for the period following June 30, 1947 are not 
included in Statement No. 4, I mean Statement No. 4 does not show any of 
your operations for the period beginning July 1, 1947?—A. There is nothing 
about that. | 
_ Q. I see also that your operating profit, shown in the middle of the page, 
has increased from $8,641, in 1939, to $18,970 for the financial year ending 
June 30, 1947—A. 1947, that is right. 

_ Q. I notice too, Mr. Parent, that your other operating expenses, shown 
a few lines higher, have increased from $88,663 in 1946 to $104,801 in 1947?— 
A. Exactly. 

Q. Will you explain to the hon. members of the committee the reasons for 
that increase of approximately $15,000 shown in the operating costs for that 
year?—A. First of all, delivery costs are about 20% higher than in 1946 and 
the other expenses have increased in the same proportion; for instance, we had 
to pay higher wages in 1947 than in 1946— 

_ Q. Mr. Parent, are not the wages included in the previous item?—A. Yes. 

Q. Now, tell us—. You have just mentioned the delivery costs to us, will 
you tell us whether, according to you, other items are responsible for the higher 
dperating expenses in 1947 over 1946?—A. I do not think there are any others—. 
There were many other costs. 

Q. However, you consider the greater part of that increase— —A. I think it 
is due to the truck delivery; we have an extensive delivery service for Montreal 
and the surrounding areas; we had to hire additional trucks for delivery 
ourposes. 


By the Acting Chairman: 
_ Q. At present, you deliver with your own delivery trucks?—A. Yes, with 
yur own trucks. Besides, we have a contract with a company for about ten 
wucks, so that apart from our own trucks, there are others to be added to take 
sare of the balance of the delivery. 
(Text) 
_ Mr. TuHatcuer: The main part of that would be truck expenditure? 


__ Mr. Moner: Yes, that is what he said, most of it is truck expense. There 
‘night be a few other little things in it but the bulk of it is delivery cost. 


Mr. McGrecor: He was speaking about this $304,000? 
Mr. Monet: Yes. 
Mr. McGrecor: Could we have a breakdown of that? 


(Translation) 


By Mr Monet: 
_ _Q. Can you give us the breakdown of this sum of $104,801, Mr. Parent?— 
\. I don’t think I have that here. 
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Q. Could you get us those figures?—A. I could, when opportunity offers. 


~ 


By Mr. Beaudry: 

Q. Could you give us to-day an idea of the items included in that? Are 
there a good number of items besides delivery? 3 
(Text) . 

- Mr. Moner: The witness said he has not got the information but he could 
supply it, but I think he could give the main items. . 


By Mr. Monet: 
Q. Could you give us the main items that come under that heading?— 
A. There is the office staff which has been increased— 
Q. I understand, Mr. Parent, that the office staff would come under salaries? 
—A. Yes, it would go with the salaries. 
Q. Now, you gave us the delivery; are there any other items that you could 
mention?—-A. I cannot see there, but I have all the details concerning that; 


IT cannot see. 


By Mr. Beaudry: | 

Q. We can perhaps put the question this way. Could you give us an idea 

of the cost of your deliveries a year? For instance, so much for the truck 
driver who has the contract and so much for your own trucks?—A. We pay $90— 
Q. But on the whole, what is your annual outlay ?—A. I have not got those 
figures with me. ; 
Q. Would that account for the greater portion of the $104,000?—A. A large 
portion, because we do a great deal of deliveries in our company, to Bonsecours 
Market. Most of all, we have to make deliveries to all parts of the city, and 
you may well understand that our business calls for a great deal of deliveries. 
We have tried to keep our own customers by giving them a good delivery service. 
Q. This is what I want to know; I wish to avoid a longer detailed enquiry: 

If you say, for instance, that your deliveries cost you three quarters of that 
$104,000—in order to avoid useless details to know how many other items aré 


aa 


included in that figure—what would be the proportion then? ; 


By Mr. Monet: 

Q. What percentage of the $104,000 could be applied to delivery ?—A. Fro 

60 to 65 per cent. 4 
. Can you give us an idea of the items which make up the balance of 

this amount?—-A. Stationery, telegrams, telephone calls and various others; there 
is a list of about ten cases. I haven’t the details here, but— ‘) 
Q. Without going into details, could you not give the items in question ?— 

A. The greater part of it is taken up by delivery, trucks, and the balance is 
made up of the operating costs of the office and of additional labour; that is 
included in salaries but, on the other hand, that is included in the supplementary 
operating costs; sometimes, the salaries are included in the supplementary 
operating costs. ; 3 
Mr. Braupry: Mr. Chairman, I do not wish to dictate to you the procedure 

to follow, but I say, Mr. Monet, that the present figures are well in line with 
the figures received from the previous witnesses. Do you not think we should 
not carry too long on these figures, especially since the turnover is not tremendous 
and the difference not great? = 
Mr. Moner: I think so. Personally, I have no objection, but the question 
was put by Mr. McGregor. I personnally do not think that the spread is excessive 
. Q. As for salaries, there is an increase of $13,000 in 1947 by comparison 
with 1946?—A. Yes. e 


ba 
. 
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. Q. And, also under the heading “salaries of the directors”, the salary of the 
_ directors decreased in 1945, 1946 and 1947 by comparison with 1944?—A. Yes, 
_ there is, I think a difference of $250. 


Mr. Winters: Mr. Chairman, I wish to ask a question, please. 
The AcTING CHAIRMAN: Certainly, go ahead. 


: By Mr. Winters: 
; Q. How many men do you pay out of the $13,000 in question? 


By the Acting Chairman: 
Q. Did you understand the question, Mr. Parent?—A. How many men are 
working for us? 

. Mr. Breaupry: No, between how many men do you distribute this sum of 
~ $13,000? net 
The Wirness: Between the directors or the employees only? 
bal Mr. Breaupry: No, between how many men do you divide this sum of 
$13,000? 
be The Witness: The directors only? 


By Mr. Winters: 
Q. How many men?—A. Three. 
a Q. Do the directors get salaries from other sources?—A. No, from no other 
~ gource; the salaries are such as indicated there. 


. Mr. Winters: Thank you, Mr. Chairman. 
‘The Acting Cuarrman: Is that all, Mr. Winters? 
ba Mr. Winters: Yes, for now. 


Mr. Tuatrcuer: He speaks French well, doesn’t he? 
Mr. Monet: He speaks French very well and so do you, Mr. Thatcher. 


By Mr. Monet: 

: Q. Now, I see, always dealing with your financial year ending on 
June 30, 1947, that the gross profits on your sales were 6-8 per cent?—A. 6-8. 
i Q. And I note that this amount of 6-8 is less than the amount of the 
gross percentage profits on sales for the years 1939, 1940 and 1941; is that 
_ right?—A. Exactly. 

& Q. Now, Mr. Parent, we had asked you, as we asked the other companies, 
which were called here, to produce a detailed monthly statement of your sales, 
profits and operations. You told us you were not able to give us this informa- 
tion. -Would you state to the members of the committee the reasons why you 
- cannot give them a monthly statement of your operations?—A. The reason is 
- because it is very difficult at Bonsecours Market, since we have products all 
over, either in storage, or in freight trains, and moreover we have the terminal 
' It is very, very difficult to make an inventory at the end of the month in order 
_ to prepare every month a statement which would be exact. 

a: Q. And the policy followed by your company, as far as its bookkeeping 
' is concerned, was never to prepare such statements? You never prepared 
- monthly statements?—A. Never. 

Y Q. How can you determine at the end of each month, or at some definite 
E period during the year, how your operations are getting along, that is how can 
- you ascertain whether you are operating at a loss or a profit?—A. For the 
_ terminal, we can obtain these figures every month. It is easier to check your 
ears when they arrive at Montreal at the terminal, and we can obtain every 
3 month what returns we get from the terminal. & 


| 
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Q. I understand that you purchase at different places?—A. Yes, sir. 

Q. When you speak of the terminal, what do you mean?—A. It is the place 
where we receive our importation cars. The cars are inspected by the Canadian. 
National first, and we have to inspect them every evening with the railway’s 
men; thus, we can have our reports every month, because the cars are checked 
and it is easier to check there, at the terminal than at the Bonsecours Market. 

Q. But as for the rest of the products that are used in your business 
operations, you do not keep any monthly statements?—A. No. 

Q. You never made any?—A. No, never. 

Q. And that is why you were not able to.answer the questionnaire on 
that point?—A. Yes, sir. 


(Text) 

Mr. Moner: For the benefit of the members of the committee, and I think 
this is quite important, I would say that I asked the witness why he did not 
supply the information requested. It was the same information requested 
from the other companies, but he says that his company has never compiled — 
monthly statements and they do not keep them because they make their pur- 
chases from different places—from the Montreal terminal and from local — 
growers. At all events, the company has never kept its accounts in a manner 
which would allow him to produce a statement and that is why he has not 
brought the information requested. 

Mr. Winters: This is a most modest mark-up. 

Mr. Monet: That is why I bring the matter to the attention of the com- 
mittee. The witness stated that he cannot supply the monthly statements but 
he has information with respect to fruit and vegetables with which I will deal ~ 
in a moment. The information is asked of these companies because of the fact — 
that some of the fiscal years would end in April, others in March, and so on, 
and the financial statement is asked in order that we may have a true picture. 
When a witness says that he cannot supply the statement there is no comparison — 
possible. I will be dealing with oranges now, Mr. McGregor, but I will be very @ 
brief. 


Mr. Tuarcuer: I have one question. 


(Translation) 


By Mr. Thatcher: 


Q. Mr. Parent, would you tell the committee of your profit is greater in 
November and December than previously?—A. I do not think that there was a 
great difference compared with the previous months. 

Q. In 19472?—A. There was not a great difference in 1947. 


Q. You have no figures with you?—A. No, I have no figures here for 
November. 


(Text) 
The Actine CuHarrman: You are now referring to statement 3? 4 
Mr. Moner: No, I am referring to page 1 of the statement and the points — 
of comparison. il 
(Translation) 


By Mr. Monet: 


Q. I understand you have a financial statement with you and that your — 
year ends June 30, as you said a while ago, according to statement No. 4, which 
doeg not show your complete transactions for 1947?—A. No. 
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Q. Could you say, for that period, just as the companies which have 
appeared here, if your volume has been less considerable, your transactions in 
volume?—A. Less-considerable. 

Q. Could you tell us, like other companies have, in other respects their 
volume has been less considerable in previous years, their profit has been 
greater? Would you be in the same position?—A. I do not believe so. 

Q. You do not believe that your profit for the present financial] year is 
greater than that for the corresponding period last year?—A. I am sure it is not 
greater. 

Q. You are sure of that?—A. Almost sure. 

Q. And you are sure, however, that the volume has been less consider- 
able?—A. Yes, it has been smaller. 

Q. Now, Mr. Parent, I would like to refer you to the questionnaire on various 
other commodities, especially oranges. 

In the first column, I find that for the months of November and December 


_ there is an increase in the profit margin equivalent to that of the other companies 


of Toronto and elsewhere who appeared before the committee?—A. Right. 

Q. Would you tell us why on December 18 in particular, you could not make 
a profit of $1.87 per crate of oranges and of $1.62 on December 24. Could you 
explain that to the members of the committee?—A. It all depends on the size 
of the oranges. That is the difference and it is less on the 24th than on the 18th. 
We have different sizes of oranges which yield a greater profit than others. We 
had a carload corresponding exactly with the prevailing demand, and at that 
time we made a slightly higher profit. 

Q. For the oranges size 288 mentioned here. Would you tell the members 
of the committee how it is that, from December 11 to December 18, you were 


_ unable to make a much greater profit?—A. Orders, as in the case of all the other 


companies who appeared here before I did, were much more considerable and we 


_ were getting close to the end of December when orders were much more consider- 
_ able than at the other periods of the year. That is the period when we endeavour 


| 


to supply country folks, our country customers, and we are faced with a very 
heavy demand at that time of the year. 


Q. Would it have been possible, Mr. Parent, to take a smaller profit on 


oranges size 288 mentioned here?—A. It was very difficult because we did not 


have enough oranges for our customers and we had better offers than that; but 


we followed the other dealers’ quotation and I dare believe that in many 


instances our price was lower. | 
Mr. TuHatcuer: Which months are you talking about? 
Mr. Moner: The month of December 18 to 24. 


By Mr. Monet: 


Q. Am I to understand that sometimes, particularly last fall, you had to 
buy oranges from your competitors?—A. Oftentimes, in fact, I purchased 
some from our competitors. In January and even in December I paid more 
than I intended to, in buying from other competitors, And they themselves 
make their profits; those are not our carloads. 

Q. In order to make this very clear, your position is slightly different from 
others. I understand that besides oranges which you could easily obtain, you 
had to purchase oranges from Montreal competitors in order to supply your 


_customers?—A. Right. 


Q. Which explains, as you say, how it is that in January, for instance 
you had to. pay up to $5.75, $5.50 and $5.65 for oranges which you had sold?— 
A. But I even paid more than that; it is an “average”, 


— 
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Q. Is that the reason why, or rather would that be the reason why in 
January, for instance, in the week of January 29th, you made only 10 cents per 
crate of oranges?—A. Yes, sir. 

Q. Where did you buy the oranges in Montreal?—A. From J. Eliosoff and 
Sons. 4 

Q. And other suppliers?—A. From Crelinsten and from Botner. | 

Q. And other suppliers in Montreal?—A. Yes, sir. } 

Q. Am I to understand that when you buy oranges from them you pay more ~ 
than you would at the source?—A. Yes, sir. 

Q. Now, Mr. Parent, if you will turn to page 2 on “celery.” 


By the Acting Chairman: 

Q. Do these companies sell to these same companies from which you pur- — 
chase products?—A. Sometimes. 

Q. Is it quite a common practice?—A. Yes, but we have to buy more often — 
than they have to buy. 

Q. Which explains, as you say, how it is that in January, for instance, you 
had to pay up to $5.75, $5.50 and $5.65 for oranges which you had sold?—A. But 
I even paid more than that; it is an “average”. 

Q. Is that the reason why, or rather would that be the reason why in ; 
January, for instance, in the week of January 29, you made only 10 cents per © 


crate of oranges?—A. Yes, sir. : 
‘ Q. Where did you buy the oranges in Montreal?—A. From J. Eliosoff 3 
Sons. : 
Q. And other suppliers?—A. From Crelinsten and from Botner. : 

Q. And other suppliers in Montreal?—A. Yes, sir. = 

Q. Am I to understand that when you buy oranges from them you pay more 3 
than you would at the source?—A. Yes, sir. ‘ 
Q. Now, Mr. Parent, if you will turn to page 2 on “celery”. 5 

By the Acting Chatrman: } 

Q. Do these companies sell to these same companies from which you } 
purchase products?—A. Sometimes. ? 
Q. It is quite a common practice?—A. Yes, but we have to buy more often ~ 
than they have to buy. _ zs 
Q. Why?—A. For our market, for our customers at Bousecours market, — 


as a rule we do not want to lack anything. At the terminal, when they have sold 
their carload there is nothing left and they wait for the other carloads to sell 
them, but it is different with us, we need goods as much as possible in order to 
supply Bonsecours market. 


By Mr. Thatcher: ; 

Q. Would you refer to the month of March, a second. I notice that the cost 

decreased but that the selling price increased. What is the reason for that?— — 

A. The cost of carloads. The cost of carloads, $4.58, it all depends on the sizes. 

In part, they are all cars of $4.58, $4.33 on the 25th and $4.75 on March 4. 

Q. Mr. Parent, when your cost decreased, when you set your price, why was 

your selling price higher?—A. We did not sell higher in March, we sold at $5.52. 

Q. March 11, 18 and 25?—A. $5.52 and $4.58. 

Q. Do you believe your profit was normal for these months?—A. There is 

not a great difference. There are carloads we sold at 40 cents profit and others © 

at $1 profit. That is normal. = 

Q. What do you think? Mr. Monet could perhaps ask questions on this — 
point: “ ; 


Mr. Monet: I have finished. 
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By Mr. Thatcher: 
Q. What is the normal profit on a crate of oranges?—A. 75 cents is the 
average. 
'  Q. For the end of March, your profit is twice that?—A. That is only one 
size. In order to find the average on a carload, one must not take only one size. 


By Mr. Monet: : 


Q. And on onions, Mr. Parent? Would you tell the members of the com- 
mittee if the onions mentioned from January 22 to March 18 inclusive, were 
purchased from week to week and from day to day, or had they been stored, 
warehoused previously?—A. We had about 700 to 800 bags of onions in the 
warehouse. We have this quantity every year, but ordinarily more than that. 
We had about this quantity this year. 

Q. Are those the onions which had been paid 6 cents per pound?—A. ‘Yes, sir. 

Q. And you sold them from January 22 to March 25 at a price ranging 


from 6-5 cents to 10 cents?—A. Right. 


“teh y 


Q. Here is my last question, Mr. Parent; how do you explain this rise in 
the price of onions and the great profit which you made then, at that period, 
on onions?—A. We based our price on the Ontario market and I believe it was 
the price at that time. We followed the market. You have here on February 12 
an indication that we sold onions cheaper than what they cost us. 

Q. Therefore, this represents a loss for February 12?—A. Yes, sir. 

Q. At other times, you say you sold onions at the market price?—A. Yes, sir. 


By Mr. Thatcher: 
Q. Another question. Would. you tell the members of the committee how 


_ you can voluntarily obtain a drop in price. You may not understand my French? 


—A. Do you mean, if we can bring down our prices voluntarily? 

Q. Yes, and without control?—A. I think it is fair enough there. 

Q. It is very difficult?—A. It is quite difficult, since it is fruits and vege- 
tables, we are supposed to have some loss. If perchance we make a little more 
profit on a carload, we might lose on the next one, and it is very difficult to say 
that one will maintain an even margin of profit in such circumstances. 

Mr. Monet: On the whole, Mr. Parent, you are supposed to make a profit 
as on anything else. 


By Mr. Thatcher: 
Q. Did you say that it is very difficult without controls?—A. I realize 
that controls stop us to some extent from making a profit. 


(Translation) 


By the Acting Chairman: 
Q. On the basis of statements filed by other witnesses who appeared here, 


your turnover seems to be quite lower?—A. That is exactly the case. 


Q. What is the matter? Have you been in business long?—A. 26 years. 
Q. How do you explain that other companies in business for a few years 
only have higher profits than yours?—A. I think I can give you the reason. 
We have rather regular customers whom we try to retain. We have not 
speculated. We did not purchased carload lots and run the risk of doing big 
business or of suffering heavy losses. If some people have made money in 


_ the fruit and vegetable business in the past, the reason is that they took chances 


on the market, that the anticipated increase materialized and that they had 


_ many carlots in storage. 
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Q. In other words, you have handled your business prudently, that is 
the way you have been operating for the past 26 years?—A. Provided our profit 
did not decrease. According to our sales, there were no decrease nor increase. 
There can be no increase in profit because we do not speculate. We could not 
run the risk of decreasing our profit or increasing it. Had we gone in for 
speculation, we could have made much higher profits when the opportunity 
arose. Our profit would have been considerably higher this year if we had 
speculated. 

(Text) 7 

Mr. Beaupry: Do you think that $18,000 is an exorbitant profit on a volume 
of $3,000,000? 

Mr. Tuatcuer: I think Mr. Parent has done an excellent job. 

The Acting CHAIRMAN: Are they any more questions? 


Mr. Mayuew: I think this witness certainly is to be complimented. He 
has done nothing to harm private enterprise. There is another matter about 
which some of the members have spoken to me. I wonder if the chairman 
would accept a motion that we do not sit -on Monday. 


Mr. Mover: I have three more witnesses but I should finish by Tuesday 
night. 
Mr. MayHew: Monday is a holiday and some of us will not be here. 

Mr. Irvine: I would move that we do not meet until Tuesday. 

Mr. Mayuew: I have stated that we would hold a steering committee 
meeting tomorrow. 5 

Mr. Monet: Mr. Dyde has asked me if there would be a steering committee 
meeting tomorrow morning as planned. 

Mr. MayuHew: Tomorrow morning will be satisfactory. 

Mr.. Irvine: What time? 

Mr. Maynew: 11 o’clock in the minister’s office. 


The meeting adjourned to meet again Tuesday, May 25, 1948. 
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_ MINUTES OF PROCEEDINGS 
Turspay, May 25, 1948. 


The Special Committee on Prices met at 11.00 a.m., the Chairman, Hon. 
_ Mr. Martin, presiding. 

; Members present: Messrs. Beaudoin, Fleming, Kuhl, Lesage, McGregor, 
Martin, Mayhew, Pinard, Thatcher, Winters. 


Mr. Fabio Monet, K.C., Counsel to the Committee, in attendance. 


Mr. Paul Boudrias, “Les Jardiniers Modéles”, Montreal, was called, sworn 
and examined. He filed, 
- Exhibit No. 115—Statements on fruit and vegetable operations prepared in 
answer to questionnaire. (Printed in this day’s Minutes of Evidence). 

(English translation of evidence given in French by Mr. Boudrias and Mr. 
~Vézina appears in Appendix to this day’s Evidence). 


F 


§ Mr. Armand Vézina, C.A., auditor for “Les Jardiniers Modéles”, Montreal, 
was called, sworn and examined with Mr. Boudrias. 


8 During proceedings, Mr. Pinard took the Chair in the temporary absence 
of the Chairman. 


Witnesses discharged. 


| Mr. Arthur Crelinsten, President, Crelinsten Fruit Company, Montreal, was 
ealled, sworn and examined. He filed, 

Exhibit No. 116—Statements on fruit and vegetable operations prepared in 
answer to questionnaire. (Printed in this day’s Minutes of Evidence). 


At 1.00 p.m. witness retired and the Committee adjourned until 4.00 p.m. 
this day. 


a AFTERNOON SITTING 
The Committee resumed at 4.00 p.m., the Chairman, Hon. Mr. Martin, 
presiding. 


¥ Members present: Messrs. Beaudoin, Fleming, Kuhl, Lesage, McGregor, 
Martin, Maybank, Pinard, Thatcher, Winters. 


Mr. Fabio Monet, K.C., Counsel to the Committee, in attendance. 
q Mr. Crelinsten was recalled and further examined. 


__ At 6.05 p.m. witness retired and the Committee adjourned until Wednesday, 
ay 26, at 4.00 p.m. 


R. ARSENAULT, 


M 
‘a 
i Clerk of the Committee. 
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& MINUTES OF EVIDENCE 


‘ House or Commons, 
May 25, 1948. 
. The Special Committee on Prices met this day at 11.00 a.m. The Chair man, 
Hon. Paul Martin presided. 
The CHairMAN: The meeting will come to order, All right, Mr. Monet 
_ will you proceed. 
Mr. Monet: Mr. Chairman Mr. Boudrias is the next witness. He represents 
“Les Jardiniers Modeéles” of Montreal. Mr. Boudrias informed me that he 
wishes to give his evidence in French. 
The CuHatrman: May I remind the committee that it has been agreed 
there will be a steering committee meeting in my office at 3.30 this afternoon. 


? 


M. Paul Boudrias, président de la maison Les Jardiniers modeéles, 
_comparait: 


M. Monet: 


, D. M. Boudrias, voulez-vous nous donner votre prénom?—R. Paul. 
OD. Et quelle est votre occupation, monsieur Boudrias?—R. Jardinier et com- 
_mergant. 
Z D. Je comprends que vous faites affaires sous le nom: Les Jardiniers 
~modéles?—R. C’est cela. 
D. Dont le bureau-chef est situé & Montréal, 161 rue Saint-Paul est?— 
R. Oui, monsieur. 
D. Voulez-vous dire aux membres du comité quelle fonction vous: occupez 
dans cette organisation?—R. Je suis propriétaire, unique propriétaire; je fais 
“un peu de tout ce qu’il y a & faire, je suis acheteur et vendeur et j’ai plusieurs 
-employés avec moi. 
F D. C’est une maison qui fait des affaires en gros, vous faites le commerce 
du gros?—R. Oui, monsieur. 
~_D. Dans les fruits et Jégumes?—R. Oui, monsieur. 
he D. Je comprends qu’en plus d’étre président et propriétaire de la maison 
Les Jardiniers modéles vous étes également un jardimier?—R. Oui, monsieur. 
On a a peu prés 150 arpents en culture et il y a environ une cent cinquantaine 
de jardiniers dans les environs ou je demeure et on travaille la main dans la 
main et je fais tout mon possible pour écouler leurs produits. La maison Les 
-Jardiniers modéles sert aux fins propres de la terre de mes parents et des 
-jardiniers alentour de moi. 
D. Quand vous dites: On a une ferme, qu’est-ce que vous voulez dire?— 
R. Je me trompe, je veux dire que c’est moi, je veux dire que je suis propri¢taire 
d’une ferme. 
= OD. Vous étes propriétaire d’une ferme sur enue vous faites du jardi- 
-nage?—R. Oui, monsieur. 
D. Et les produits des cultivateurs sur les fermes sont écoulés, si je com- 
-prends bien, par l’entremise de la maison Les Jardiniers modéles?—R. Oui, 
Ponsieur. 
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D. Vous dites, également, que vous avez un certain nombre de fermiers 
qui font la culture de légumes et dont vous étes le principal acheteur?—R. Oui, 
monsieur. 

D. Combien y a-t-il de fermiers qui sont avec vous 0U, plutét, qui 
alimentent votre commerce?—R. On peut dire de cinquante a cent. 

D. Dois-je comprendre que la plus erande majorité de leurs produits sont 
écoulés par votre entremise?—R. De tous ces gens-lA, au moins 60 p. 100 
de leurs produits qui sont classés premiére qualité la deuxiéme qualité sert 
aux marchés locaux et est écoulée sur les marchés locaux. | 

D. Dois-je comprendre que ces produits-la vous les achetez pour votre ; 
compte et pour les revendre a votre bénéfice ou bien si vous les vendez a com- 
mission?——R. On ne prend jamais de marchandise en consignation; cependant, 
cela peut arriver une ou deux fois par année, mais, 99 p. 100 du temps, elles 
sont achetées A prix fixe qui est fait avec les jardiniers. C’est notre propre 
marchandise et l’on peut prendre des pertes et des gains. 

D. Est-ce que cela s’applique a toutes les: marchandises appelées mar- 
chandises domestiques? Est-ce que toutes les marchandises que vous achetez 
des cultivateurs, & quelque endroit qu’ils soient, sont des marchandises que 
vous achetez et que vous revendez exclusivement pour votre bénéfice?—R. C’est 


cela. 


i aa 


ee a 


D. De sorte que vous faites trés peu ou aucunement de commerce . 
commission?—R. Pratiquement pas, peut-étre 1 p. 100, comme: j’ai dit tout 
& Vheure. 
D. Alors, il y en a 1 p. 100 que vous qualifiez de vente & commission ?— — 
R. Oui, monsieur. a 
D. En plus de votre commerce des produits locaux, dois-je comprendre | 
que vous faites de l’importation?—R. Mon commerce est 79 p. 100 pour les” 


produits locaux et 25 p. 100 pour de Vimportation. Le but de notre affaire, et 
pour vous le faire bien comprendre, est que l’on s’occupe de limportation pour 


* 


maintenir notre personnel en vie en hiver puis pour améliorer notre distri 
bution, parce que, pour nous autres, dans les environs de Montréal, la saiso 
de production dure de six A sept mois. Ceci est pour donner de Vouvrage au 
hommes et pour leur permettre de bénéficier d’une bonne distribution. C’est 
pourquoi on s’oceupe d’importation. Nous sommes jardiners et nous avons 
toujours été jardiniers de pére en fils, nous sommes jardiniers cent pour cent. 
Comme je l’ai dit il y a un instant, c’est uniquement pour distribuer le 
jardinage de nos parents, de nos amis. | 

D. Maintenant, vous avez parlé tantdt de jardiniers locaux et vous aves 
dit que vous vendiez leurs produits. Voulez-vous dire aux membres du comité, 
en prenant comme base le 17 novembre de l’an dernier, si vous aviez & ce 
moment-li dans votre maison plus de marchandises en réserve que par les 
années antérieures?—-R. D’abord, notre maison, nous ne sommes pas des spécu- 
lateurs. Je dis toujours “nous”... : 

D. Quand vous parlez de “nous”...?—R. Je parle des employés. Nous 
ne sommes pas des spéculateurs, nous ne l’avons jamais été. C’est la premiere 
raison. Nous sommes jeunes. Puis, cela ne fait que dix ans que nous sommes 
en affaire. Notre réserve ne peut pas étre trés grosse. De la spéculation, nous 
n’en avons jamais fait. Nous avons juste la marchandise que nous pouvo ns 
écouler dans les dix ou quinze jours, et nous n’avons jamais eu de la marchandise 
pour plus que cela. Si nous faisons un chiffre d’affaires de 100 ou de $125,00 
par semaine, c’est que cela n’a jamais été fait avec plus de stock que nous 
avions & vendre pour dix jours. 
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D. Pour parler de l’automne dernier, en particulier, & quelle période de 
Vannée remisez-vous vos produits pour Vhiver?—R. Nous commencons & remiser 


nos produits 4 la fin de septembre ou au commencement d’octobre. 


D. Vous avez des entrepdts?—R. Oui, et les jardiniers ont un petit peu 
‘dentrepot. Seulement, quand l’embargo est arrivé l’an passé, c’était le petit 
nombre qui avait de la marchandise. Nous avions eu un trés mauvais été 
et la récolte avait été trés petite—bien petite avait été la récolte. 


M. Lesage: ; 
D. La récolte de tous les produits?—R. Oui, monsieur, en général. Je 


- calcule que la récolte a été au moins de 60 4 65 p. 100 de moins que pour les 


cinq années précédentes. 


Me Monet: 


D. Ce que vous affirmez dans le moment, monsieur Boudrias, je comprends 
que vous l’affirmez non pas en parlant comme représentant Les Jadiniers Modéles 
mais comme fermier vous-méme?—R. Oui, monsieur. 

D. Est-ce que ces affirmations que vous faites s’appliquent non seulement 
& vous mais aux jardiniers avec qui vous faites affaires dans votre commerce 
en général?—R. Oui, monsieur. Pour tous les jardiniers de la région de 
Montréal. 


M. Lesage: 


D. Cela ne s’applique pas aux pommes de terre?—R. Dans la banlieue de 
Montréal, on ne produit pas beaucoup de pommes de terre. On dépend du 
Nouveau-Brunswick pour cela. 

D. Quels sont les produits alors, que vous mentionnez?—R. Le céleri, le 
concombre, les tomates, la laitue, le chou, le navet, le chou-fleur, les épinards 
et toutes ces choses-la, et la betterave. 

D. Et la production de ces légumes-la avait été inférieure de 60 et 


La) 


65 p. 100?—R. Oui, monsieur. La température nous a “maganné” & ce 


temps-la. Il y a eu moins de produits ou plutot moins de production pour un 
“average” de 60 4 65 p. 100 dans la banlieue de Montréal. Comme de raison, 
le petit groupe qui se trouvait & avoir peu de légumes quand l’embargo est 


_ venu, cela a fait l’affaire, il n’y a pas d’erreur que cela a fait l’affaire pour ce 


' 


petit groupe. Seulement, c’est un pourcentage pour tous nos jardiniers, celui 
de 6, 7, 8 et 10 p. 100. Alors, 14 c’est facile & comprendre que la marchandise 
a doublé et méme triplé et cela pour beaucoup plus de choses. Ce n’est pas 


la faute de l’embargo. C’est la faute de la Providence qui ne nous a pas donné 


a * 


_ 


de beau temps. II n’y a pas eu de production. 
M. Tuarcuer: Voulez-vous parler plus lentement pour nous, s’il vous 
plait?—R. Avec plaisir. 


Me Monet: 
D. Est-ce que la récolte qui a été plus ou moins mauvaise, comme vous 
lavez expliqué tantdt, a été un facteur dans la hausse des prix?—R. C’est la 


grande cause. 
D. Vous considérez que la hausse des prix est due 4 la récolte qui a été 


plus ou moins mauvaise?—R. Oui, monsieur. 


D. Maintenant, vous m’avez dit en quelques mots, si je comprends, que 


> ceux qui avaient en mains, aprés cette date du 17 novembre, dont vous venez 
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de parler, certains produits dont vous avez parlé en réponse & M. Lesage, 
ont bénéficié de la hausse occasionnée par la demande et l’offre?—R. C’était 
une hausse méritée, parce que, pendant plusieurs années, il n’y avait pas eu 
de prix raisonable et normal. Les cultivateurs en ont besoin une fois de 
temps en temps pour les encourager. 

D. Vous ne parlez done pas comme propriétaire de la maison Les Jardiniers 
Modéles, mais comme jardinier vous-méme?—R. Je suis plus habitant que 
commerecant. i 

D. Ce que vous rapportez se rapporte plutot aux jardiniers qu’aux fer- 
miers?—R. Oui, monsieur. 

Le Présipent: Ils sont plus heureux aussi. 


Me Monet: 
D. Comme le dit le Président, ils sont plus heureux aussi?—R. C’est cela. 
D. Vous donnez des renseignements trés intéressants. Vous €étes dans 
une position assez heureuse, car vous étes jardinier et commergant. Mainte- 
nant, revenons au questionnaire qui vous a été soumis et auquel vous avez 
répondu—R. Justement, dimanche dernier,—j’alme a vous rendre compte de 


tout ce qui se passe dans notre groupe de producteurs, nous sommes a peu prés 
vingt-cing 4 trente ensemble;—nous avons discuté ce qui se passait, et la 


maniére dons nous écoulions nos produits dans le moment. Nos gens se pré- 
parent 4 produire deux, trois, quatre et six fois plus. 

DM. Lesacn: C’est pour l’an dernier—R. Méme, rendu au mois d’aotit ou 
au mois de novembre, la marchandise... Automatiquement, par le fait que 
Vagriculteur est encouragé et qu'il vise & augmenter sa production trois ou 
quatre fois plus, automatiquement le cofit de la vie baisse. Rendus au mois de 
septembre ou au mois de novembre, méme, vous serez obligés de nous alder 
pour pouvoir trouver des marchés pour notre marchandise. La, le jardinier 
est encouragé, il travaille & produire et, dans deux mois, vous allez pouvoir 
avoir de la marchandise tant que vous en voudrez. La semaine passée, vous 
achetiez des radis & 80c.; puis, la production a commencé et, maintenant, vous 
payez les radis, comme j’ai pu le constater 4 deux ou a trois heures ce matin, 40c. 
la douzaine et ils vont se vendre 5c. la douzaine bientét. En plus, je ne serais 
pas surpris s’ils se vendaient & 30c. ou a 3 pour 10c. 


M. Lesage: : 

D. C’est le prix d’avant-guerre cela?—R. Si vous encouragez |’agriculteur, 
il produira et automatiquement les prix baisseront. 

D. Alors, vous croyez que le reméde & |’inflation c’est la production?— 
R. Pour moi, c’est justement le reméde, 4 mon point de vue. D’abord, il faut 
encourager les gens & retourner & la terre. On ne veut pas avoir un prix a tout 
casser mais on veut avoir un prix ordinaire. Puis, on veut que le consomma- 
teur, quand il paye, soit protégé et que le prix ne soit pas trop cher. On veut 
avoir un prix ordinaire. On veut avoir un prix qui permet a tous de vivre. 

D. Vous voulez un juste retour?—R. Un juste milieu, et on l’a & peu 
prés dans le moment, 14. D’ici & cet automne, tout se normalisera et méme 
on va avoir un surplus de production. 


Le PRasIDENT: Grace au comité! C’est encourageant. 


eve 
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Me Monet: 
D. Pour revenir, maintenant, 4 votre commerce, vous vendez & qui?— 


-R. On a une succursale & Sherbrooke, une & Saint-Jean et une 4 Saint-J érome. 


On travaille la main dans la main avec la maison Courchesne et Larose. Nous 


_ faisons nos achats ensemble. Nous avons quatre cents ou quatre cent vingt-cinq 
€piciers indépendants. Une grande partie des clients que nous avons sont des 


institutions, catholiques comme protestantes, et un gros, gros client, surtout 
depuis le commencement, c’est la compagnie Atlantic & Pacific, qui fait de ses 
pieds et de ses mains pour aider & la distribution des légumes dans la banlieue 
de Montréal. Ces gens-la, la minute que nous avons une surproduction, la 
minute que nous leur disons, donnent un retour plus équitable, aussi équitable 


que possible pour nos jardiniers. 


D. Vous écoulez vos produits chez vos détaillants et vous ajoutez en plus 


de cela les magasins & chaines?—R. Oui, monsieur. 


D. Maintenant, voulez-vous produire cet état comme exhibit 115?—R. Oui, 


monsieur. 


(L’exhibit 115 est produit). 
Mr. Monet: (In English): The next exhibit will be filed as No. 115. 
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LES JARDINIERS MODELES 
(Montréal) 


1 sept. 
—-— au 31 déc. 1945-- 1946 1947 
1944 : 
$ © $ c $ c $ Cy 


327,782.02 | 1,855,737.23 | 2,843,609.36 | 3,771, 654.62 
301,883.56 | 1, 720,588.38 | 2,648,360.72 | 3,431, 963.26 


MER RACE ARP ne ar oe IT Gone oot na Ooi ioe 
Gaal cure tesen eri pant nee hts iene ain tet eins ape 


Pcotitebiltitewee ie acrikshe eee cieis oto seme ge apt 
NRE VEDUGS I cere eek ee tes ite ero reie oh 


SEE entice s.3 391.11 15, 203.73 10,877.05 


Reve IOTUGE RON GREN  ce ne Sae e He e ee Os 25,898.46 135, 589.96 210,452.37, 350, 568.41 


eta Os imac ceria iteN i eerie eantnvs) eae woe wee 14, 121.63 52,468.96 80,843.93 | 128,518.07 
Frais d’exploitation............+. 22 see eee eee 17,014.42 76, 780.44 118, 903.91 221,429.04 


31,136.05 129, 249.40 199, 747.84 349,947.11 


Profit ou perte GeexMlOluavlOVer sein aedeettae *5, 237.59 6, 290.56 10, 704.53 621.30 
Tages ho ah Coe a ie ry AO Oe Oe Roger oe 3° 355.01 3,240.40 5,320.75 7,933.24 
Profit ou perte avant impot..........6+...46- *5, 592.60 3,050.16 5, 383.78 *7, 311.94 
Pourcentage du profit brut........ pruritic vi 7:9% 7°3% 6:9% ne SOU 
Sn enn nn IEEE InSSInSTIInESEnI Enns SSI IAnINISGSSEES SNES! 
* Perte. 
Me Monet: 


25, 898 .46 135, 148.85 195, 248. 64 339, 691.36 


: 


D. Je comprends, monsieur Boudrias, que vous avez pris connaissance, avec ~ 


moi, du questionnaire qui a été soumis et auquel vous avez répondu et qui sera 
maintenant produit comme exhibit 115 et que vous acceptez comme repré- 
sentant bien les chiffres que vous avez soumis—R. C’est cela. 

D. Et avec cet exhibit 115, que vous avez produit comme les autres témoins 
en ont produit, vous produisez un tableau comparatif, qui ne sera pas imprimé, 
et qui représenterait les chiffres mis en regard l’un de l’autre pour faciliter la 
compréhension de ce document. Je vous référe par conséquent & ]’état n° 4. 

Mr. Monet (In English): I wish now to refer to statement No. 4, but before 
doing so I would ask the witness why all the information requested for the 
monthly statement as from other witness has not been supplied; and, also why 
we did not get any figures as to his sales and operations before 1944. 


Me Monet: 


D. Monsieur Boudrias, je viens de dire aux membres du comité, en anglais, 
que je vous demanderais maintenant pourquoi vous n’avez pas donné, tel que 
demandé, les états mensuels pour les années 1947 et 1948 qui ont été demandés 
aux autres maisons et qui nous ont été fournis, afin de permettre aux membres 
du comité d’examiner vos opérations mensuelles de 1947 et 1948. Vous m’avez 
donné une explication que je vous prierais maintenant de donner aux membres | 


du comité?—R. Monsieur Monet, depuis que notre maison existe, c’est une chose 


) . 5 e . , x 
que nous n’avons jamais faite mais que nous avons essayé de temps a autre 


ee 
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de pratiquer mais que nous avons trouvé impossible. I] ne faut pas oublier 


- que nous faisons le commerce de marchandises périssables. Des fois, la mar- 


chandise peut avoir une valeur de $50,000 quand le fermier vous la livre et puis, 
dans quinze jours aprés cette méme marchandise ne peut valoir que $35,000. 
Alors, on a calculé que cela ne pouvait pas donner une idée juste et que c’était 
de Pouvrage pour rien. Nous avons pensé que fermer les livres une fois par 
mois était de l’ouvrage inutile et que c’était préférable de le faire une fois 
par année. 

D. De sorte qu’il ne vous est pas possible, pour cette raison-lA, de donner 
les détails demandés?—R. On a pensé que cela ne servait & rien de le faire de 
cette facon. 


M. Lesage: 
D. Autrement dit, vous ne faites pas d’inventaire A la fin de chaque mois? 


—R. Non. 


Me Monet: 
D. L’inventaire que vous pourriez faire & ce moment-la ne représenterait 
pas véritablement l’état de vos opérations ou de vos marchandises en mains? 


 —R. C'est cela. 


bk 
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D. Je vois également dans ]’état qui porte le n° 4, le “statement No. 4”.. 
M. Tuarcuer: Monsieur Monet, voulez-vous nous: dire si ces chitresels 
ont été préparés par des auditeurs? 


M. Lesage: 


D. Ont-ils été vérifiés par un comptable licencié?—R. II est justement ici. 

’ D. Pour les chiffres qui apparaissent sur ]’état n° 4, est-ce que cet état 

financier a été vérifié par un comptable licencié?—R. Oui, monsieur. Cela a 
été vérifié. 


Me Monet: 
D. Je comprends méme que votre comptable est ici?—R. Oui, monsieur. 


M. Lesage: 


D. Qui est votre vérificateur?—R. MM. Devarenne et Vézina. 
Mr. Monet (In English): You understood what the witness said in answer 
to your question, Mr. Thatcher? 


M. Thatcher: 
D. Est-ce que ces chiffres ont été donnés au Gouvernement?—R. Cer- 


- tainement. 


cs Oh ee 


D. Pour votre impot?—R. Certainement. Ce sont les chiffres exacts des 
opérations, 100 p. 100. : 


Me Monet: 
D. Ce que vous donnez dans le “statement no. 4”, tel que demandé, vous 
donnez un état ou un portrait de vos opérations annuelles?—R. 100 p. 100. 
D. Comme vous venez de le dire A M. Thatcher, cet état de vos opérations 
a été fourni au département de I’Impét?—R. Oui, monsieur. 
D. Mais quant 4 /’état mensuel, vous n’étes pas en état ou il ne vous est 
pas possible de le donner?—R. Non. 


ce 
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M. Thatcher: ¢; 

D. I est difficile de comprendre qu’avec un si grand volume datfaire vous, 
puissiez dire que vous avez subi des pertes d’argent Van passé?—R. J’ai fait 
les détails et il est donné. 

Mr. Moner (In English): I will question the witness in detail on this 
statement I was referring to just now. 

The Cuarmman: Mr. Thatcher’s statement was that he could not under- 
stand how with such a large volume the profit was so small. 

Mr. Monet: I want. to question the witness on that now. 


Me Monet: 
D. Prenons maintenant votre état n° 4, monsieur Boudrias. Voulez-vous 
dire & messieurs les membres du comité quel a été le chiffre total de vos ventes 
pour l’année 1944?—R. Pour |’année 1944, $327,782. Un instant, s’il vous plait. 


M. Lesage: 
D. Pour quatre mois seulement?—R. Oui, monsieur. Pour quatre mois. 


Me Monet: 

D. Vous répondez & la question telle qu’elle vous a été posée et c’est. pour 
une période de quatre mois?—R. Oui, monsieur. 

D. Voulez-vous dire A messieurs les membres du comité pourquoi vous 

n’avez pas fourni les chiffres pour les années antérieures & 1944, tel que cela 
a été requis, tel que cela vous a été demandé.—R. Les chiffres pour les années 
antérieures? 

D. Au ler septembre 1944?—R. Mon organisation, quand j’al commencé, 
moi, on ne s’occupait pas beaucoup de comptabilité, on travaillait jour et nuit, 
ma femme et moi, on avait une comptabilité juste, simple et ordinaire, puis, 
pour plus de détails, je peux vous référer & M. Vézina, notre auditeur; il peut 
vous mettre au courant de tout cela. 

Me Monet: Monsieur le président, je demande 4 faire entendre M. Vézina. 
Il a des renseignements & nous donner et, en toute justice pour le comité et 
pour la maison Boudrias, i] devrait témoigner immédiatement. 

Mr. Moner (In English): And the reason why there were no figures 
for 1944, was because there was no proper system of accounting in the business 
at and before that time; and I would like to have Mr. Vézina sworn so that 
he may be able to give us the reasons for that. 


M. Armand Vézina, comptable licencié, 10 ouest, rue Saint- Jacques, 
Montréal, comparait. 4 
; 

, 


Me Monet: 
D. Je comprends, monsieur Vézina, que vous avez vu & préparer des états, © 
et particuliérement l’état n° 4,-des affaires de la maison Les Jardiniers modeles, 
de Montréal?—R. Oui, monsieur. 
D. Vous avez contribué & les préparer, sinon A les préparer vous-méme, 
& la lumiére des chiffres soumis par la maison Les Jardiniers modéles?—R. Oui, 
monsieur. 3 
D. Voulez-vous, tout spécialement, pour le moment, Monsieur Vézina, 
dire aux membres du comité pourquoi cette maison n’est pas en mesure de 
donner ses opérations ou le résultat de ses opérations, comme elle a pu le faire 
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== 
- depuis septembre 1944, pourquoi il ne lui a pas été possible d’avoir ces chiffres- 
1a pour les opérations antérieures?—R. M. Boudrias.a demandé mes services 
au mois d’aotit 1944 et, & ce moment-la, j’ai établi un systéme de comptabilité 
complet. Auparavant, il n’y avait pas de systeme de comptabilité complet. 
Il avait un livre de comptes A recevoir et de déboursés, et les entrées étaient 
faites dans un cahier, bien simplement; c’étaient des entrées simples. A mesure 
qu'il payait, il marquait cela. Cependant, cela n’était pas complet. II] n’y 
avait pas aucune balance de banque ou de caisse. Il n’y avait aucun controle. 
Je ne pouvais pas savoir tout ce qu'il avait dépensé. J’ai fait l’examen de ces 
entrées dans les livres et il m’est arrivé de trouver des factures, plusieurs choses, 
Feet cependant } j'ai trouvé plusieurs choses qu’il avait payées mais pour lesquelles 
je n’ai jamais trouvé de compte. 
D. Alors, le systéme de comptabilité qu’il y avait avant était absolument 
- incomplet, il n’y avait pas moyen de donner de réponse exacte en s’en servant? 
R. C'est axact. 


VN se 


M. Lesage: 
D. C’était un simple journal?—R. C’est exact. 


Me Monet: 


D. Je comprends qu’a ce moment-li les opérations de la maison Les Jar- 
diniers Modéles n’avaient pas l’ampleur qu’elles ont aujourd’hui?—R. Non, 
cela a été développé beaucoup depuis cette année. 
, D. Et, comme le faisait remarquer tout & Vheure M. Boudrias, c’étaient 
‘ plutot des opérations qualifiées de familiales, c’est-a-dire que c’était un com- 
merce qu’il conduisait lui-méme en se ean aider de sa famille?—R. Oui, 
- monsieur. 

D. Et, vous, en votre qualité de comptable, vous nous donnez les renseigne- 

ments qu’il vous a été possible de recueillir jusqu’&a la période du mois d’aotit 
1944 et il était impossible de reconstruire...—R. ...d’avoir des résultats exacts, 
non. 


Me Monet: Je dois ajouter, pour l’information des membres du comité, 
que Yon m’avait soumis certains chiffres et un état comme celui que vient de 
décrire M. Vézina, et qu’aprés avoir examiné tous ces chiffres-lA avec le comp- 
“table du comité, nous en sommes venus A la conclusion que ces chiffres ne pou- 
Beaient étre d’aucune utilité aux honorables membres du comité A cause de leur 
“inexactitude et, en conséquence, nous avons décidé de ne pas les déposer au 
comité parce quiils étaient absolument inutiles. 


E Mr. Moner (In English) :1 want to say this for the benefit of members of 
the committee, that Mr. Boudrias and Mr. Vezina, the accountant, submitted 
to me certain ‘fioures as to the operation of this firm previous to ‘September, 
1944, but on account of their being inaccurate and inadequate, as was ascertained 
by an examination of Mr. Vezina ‘and other witnesses, we came to the conclusion 
that it was purely a waste of time to put them in the record because they would 
Teally not show the operating figures with respect to this company. That is 


why we have put in only the fioures which have been audited. 

Re Mr. Mayuew: Will you explain that $102,000 increase? 

> Mr> Moyer: I will question the witness on each of these figures. I was 
just pointing out that the witness could not, as some other firms have done, 
give us figures for any period previous to September of 1944. 


& 
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M. Lesage: Monsieur Monet, avant que vous ne questionniez le Fon’ | 
est-ce que le témoin pourrait nous dire si cela comprend les opérations du_ 
jardinage ou du commerce seulement. . 

Le Témomn: Cela comprend les deux, monsieur Lesage. | 


M. Lesage: 
D. Cela comprend la ferme aussi?—-R. Cela comprend la ferme. 
D. Cela comprend les opérations de la ferme...—-R. Cela comprend les” 


opérations de la ferme et Les Jardiniers Modeles aussi, les deux sont ensemble, 
c’est compris ensemble, les deux, la terre,—c’est-a- a la see! puis le 
magasin. 


q 
3 
7 
ee 
q 
Me Monet: 

D. C’est-a-dire que vous avez sur l’état n° 4 le total des achats faits pour 
toutes les marchandises achetées par vous ou par votre maison?—R. C’est cela. 
D. Que ces marchandises-l4 proviennent de votre ferme ou d’autres ee 
: 


teurs ou d’autres fermiers & travers le pays, les chiffres qui sont sur |’état n° 4 
reflétent le total de vos opérations?—R. Oui. 


M. Lesage: . 

D. C’est combiné, le cotit d’achat et de production, alors?—R. C’est com- 
biné, les deux ensemble; et, pour répondre & la question de monsieur qui, tout a 
Vheure, trouvait cela pas mal singulier.. q 
D. Je pense que vous étes mieux Batieadie les questions de M. Monet, 
monsieur Vézina. 


Me Moner: Oui, je voudrais vous poser quelques questions. ; 

D. Vous avez dit, monsieur Vézina, que pour les quatre mois se terminant_ 
au 31 décembre 1944 vos ventes s’étaient totalisées a $327,782.02?—R. C’est cela 

D. Voulez-vous nous dire maintenant quel était le total de vos vent 
pour 1947? 

M. Bouprias: Pour l’année 1947? : 

D. Le comptable pourrait peut-¢tre répondre si cela pouvait arranger les 
choses? 


M. Veztna: $3,771,654.62. 


Me Monet: 


D. Cela, c’est le total des ventes de la maison Les Jardiniers Modéles? 
M. Vezina: C’est cela. 


Me Monet: 
D. Voulez-vous nous dire quand votre année financiére se termine?—R. 
31 décembre. 


D. De sorte que les chiffres que vous venez de nous donner représentent 
les eae des douze mois de Ie eee Oui, oe 


te Oui, monsieur. 


4 ." 
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3 D. Et que le total de vos ventes pour l’année 1947 est pratiquement le 
‘double de ce qu’il a été pour l’année 1945?—R. Oui, monsieur. 
} D. Je vous référe maintenant aux profits bruts. Voulez-vous nous donner 
le montant total des profits bruts pour l’année 1947 en rapport avec l’année 
19467?—R. $339,691.36 en 1947 et, en 1946, $195,248.64. 

D. Alors, vous avez la une augmentation, monsieur Vézina, je ne parle pas 
de quelques dollars, mais une augmentation d’environ $150,000, n’est-ce pas? 
—R. Oui, monsieur. 


D. Alors, comment expliquez-vous une augmentation aussi substantielle 
dans les profits bruts alors que votre chiffre daffaires, en somme, n’accuse une 
augmentation que de $900,000?—R. Une augmentation des profits bruts, vous 
avez dit? Vous avez $339,691.36 ici... 
 D. Vous avez dit que vous aviez une augmentation, entre 1947 et 1946, 
environ $900,000, alors que, dans les profits bruts, vous aecusez un profit brut 
de $150,000 de plus en 1947 qu’en 1946; alors, pouvez-vous expliquer aux hono- 
rables membres du comité ce profit qui, & premiére vue, parait considérable. 


M. Lesace: Encore une fois, si M. Vézina préfére répondre... 


Me Moner: Oui, je crois que M. Vézina peut répondre, & moins que 
M. Boudrias préfére répondre lui-méme. 


M. Vizina: C’est une chose qui peut s’expliquer parce qu’une bonne partie 
des achats—et c’est ce qui explique que le pourcentage est plus élevé dans 
les profits bruts,—e’est qu’une bonne partie de ces achats-lA est faite pour 
@autres. Nous achetons des chars pour d’autres et puis nous vendons ces chars 
41 p. 100 de profit seulement; alors, cela varie pas mal, dans notre commerce. 


M. Lesage: 

_ D. Ces achats qui sont faits en commun sont souvent faits par Les Jardi- 
niers Modéles, pour d’autres grossistes?—R. Oui, monsieur. 

D. Et ils sont compris au total dans les ventes?—R. Oui, ils sont compris 
‘au total dans les ventes et dans les achats aussi; alors, cela baisse un peu le 
profit brut. < 

: D. Maintenant, ces augmentations de profits bruts que l’on vous demande 
@expliquer...—R. I] peut y en avoir moins ou bien plus, cela dépend des. 
années, cela varie. 


iN Me Monet: ‘ 


D. Pouvez-vous nous dire quelle serait la différence entre 1946 et 1947?— 
R. En 1947, c’est pas mal difficile A dire exactement sans en avoir fait Vanalyse 
au complet. 


i” M. Lesage: 


D. Vous n’avez pas fait une analyse?—R. Au complet, non. 


Me Monsr: C’est parce que, & premiére vue, comme le disait le président 
Vautre jour, il y a un profit brut augmenté de $150,000, alors que le chiffre des 


} 


ventes montre une augmentation de $900,000.—R. Oui. 

_ D. Alors, je voudrais savoir si vous pouvez nous donner une explication 
: ce profit, qui, & premiére vue, parait assez substantiel? 
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M. Lesage: é 
D. Pensez-vous, monsieur Boudrias, que cette marge de profits considérable 
que vous avez faits en décembre puisse compter pour beaucoup dans cette 


augmentation de profits? 
M. Bouprias: Non, les marges, ce n’est pas ¢a qui peut compter tellement, 
parce que, de la maniére dont on a fait la distribution, on avait 50 p. 100; 


prenez les oranges ou les citrons, par exemple... : 
Me Monet: , . 

D. Mais vous nous avez dit tout & ”/heure que, dans les profits domestiques, 
vous aviez fait des profits plus substantiels. M. Lesage vous demande mainte- 
nant s'il est possible que l’augmentation de ce profit brut qui, & premiére vue, 
parait considérable par rapport » augmentation de vos affaires, s’il est possible, 
dis-je, que cette augmentation aurait été causée par l’augmentation dans les 


4 


prix de vente? 
M. Bouprias: Cela a pu contribuer, oul. 4 
D. Est-ce que cela a pu contribuer pour la majeure partie de ce profit 
=" 


Pate 


brut? ; 
M. Bouprias: Oui, pour une bonne partie. 4 

M. Lesacn: Parce que, en définitive, cette partie a 50 p. 100 n’a réellement 
commencé & s’appliquer qu’a partir du premier janvier, n’est-ce pas? | 
Me Monet: : 

é 


D. Pour les produits importés? 
M. Bouprias: Oul. : 
D. Quant aux produits locaux, vous nous avez dit tout A l’heure que vous 
aviez A ce moment-IA une certaine quantité de ces produits et que vous en 
aviez bénéficié dans les autres?-——-R. La quantité qu’on avait, c’est certain que 


$i pen cope a pay 
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Mr. Moner: Yes.: 3 
My. Fiemrxc: But there is no basis of comparison with the years previous? 
Mr. Monet: That is the only reason I made that statement. 4 

Mr. Mayuew: There is no basis prior to 1944, but from 1944 on, you have 
the figures? 3 

Mr. Monet: Yes. I 4m going to question the witness on that. 

Mr. Mayuew: I thought you were talking about this gross profit? 

Mr. Monet: This is it. . 

Mr. Mayuew: Do you notice that your gross profit has mereased eve 
vear by about $145,000? Z 
_ Mr. Monzr: That is what we are discussing now. He is explaiming that 
increase. 

Mr. Mayuew: Well, his salaries and other expenses have increased 
about $150,000? 4 

Mr. Monet: That is right. I am coming to that, Mr. Mayhew. It 
because at first sight there is an increase in the gross profit of about $150,000 
with reeard to 1946; and I was asking the witness to explain this in view 0 
the fact that the inerease in sales is nine hundred times and at first sight th 


cela a contribué. 
D. Vous Vavez méme dit deux ou trols fois? —R. Oui: z 
Mr. Mayuew: That is an increase over 1946? a 
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_ increase appears quite large. On the other hand, I am coming now to figures 
which indicate that this increase was offset by increased operating expenses 
_ with the result that the gross profit is not so large as one might expect. wee 
; Mr, Mayuew: It remains just about the same. 

Mr. Monet: It is just about the same. 

M. Vézina: Autre chose aussi. L’an dernier, sur la ferme, il a produit sur 
une beaucoup plus grande échelle et ces marchandises étaient expédiées au 
magasin et vendues, alors qu’en réalité le prix coftant aurait di ¢tre inclus dans 
les dépenses de la ferme, ce qui n’a pas été fait et, pour mol, cela devient. un 
calcul trés difficile & faire parce que les hommes travaillent de temps en temps 
_ au magasin et de temps en temps sur la ferme, alors il aurait fallu prendre une 
_certaine partie des salaires et appliquer cela comme aux achats pour arriver 
~ au prix cotitant des produits qui viennent de la ferme. 


er iz 


Me Monet: 
D. En d’autres termes, monsieur Vézina, je comprends que les chiffres qui 
_ apparaissent sur |’état n° 4 comprennent les opérations de la ferme et les opéra- 
_ tions de la maison Les Jardiniers Modéles?—R. Oui. 
D. Ceci fait partie de ’un ou de l’autre?—R. Oui. 
# D. Ainsi, les recettes autant que les dépenses qui apparaissent sur cet état 
sont les recettes et les dépenses tant de la ferme que la maison Les Jardiniers 
- Modéles?—R. Exactement. 
' D. Le tout est. combiné?—R. Oui. 
‘3 D. Et vous dites qu’il n’est pas possible de faire la démarcation entre les 
: deux, tant pour les salaires, les produits et les ventes?—_R. Bien, voyez-vous 
vies employés vont ou bien & la ferme ou bien ils travaillent 4 la maison, alors... 
pe D. Vous avez combien d’employés qui ‘travaillent chez Les Jardiniers 
~Modeéles? 
; M. Bouprias: On doit avoir facilement 65 A 70 hommes; entre 60 et 75 
hommes, disons. 


Me Monet: 

% D. Ces employés-la, qui travaillent- au magasin, A Yentrepdt et & l’endroit 
ot est le bureau, chez vous, & la maison Les Jardiniers Modeéles, je comprends 
quis travaillent également A la ferme?—R. C’est cela. 

_ OD. Est-ce qu’ils recoivent un salaire pour travailler & la ferme et un pour 
leur travail au magasin ou bien s’ils ne recolvent qu’un seul salaire?—R. C’est 
le seul salaire qu’ils recoivent. 

. D. Vous n’avez jamais caleulé la proportion de salaires qu’ils ont pu gagner 
par leur travail sur la ferme et leur travail au magasin?—R. Non; voyez-vous, 
dans le moment, on a beaucoup de marchandises 4 prendre lA-bas; alors, on va 
prendre 10, 15, 20 hommes et on va les diriger sur la ferme et, sil ny a plus 
_ d’ouvrage, on va les envoyer au magasin. 

i D. Alors, l’état n° 4 est un état consolidé de toutes vos opérations, tant de la 
ferme que des Jardiniers Modéles?—R. Oui, monsieur. 

-_D. Tant pour les recettes que pour les dépenses de vos opérations?—R. Oui, 
| Monsieur, 

? D. Maintenant, je vous référe sur cette méme page aux “dépenses et frais 
- dexploitation”, et je vous prie de remarquer que la différence entre les frais 
ra exploitation de 1946 et de 1947 est d’environ $150,000.—R. C'est cela. 
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D. En d’autres termes, vos frais d’exploitation pour Vannée 1947 ont dépassé 
de $150,000 vos frais d’exploitation pour année 1946?—R. C’est cela. 9 

D. En prenant en considération, si je peux me servir de cette expression, | 
le profit brut que Vont vient de discuter, voulez-vous donner aux honorables © 
membres de ce comité une explication, une raison de cette hausse considérable | 
de vos frais @exploitation pour l’année 1947 en rapport avec l’année 1946?— 
R. La premiére des choses, on s’occupe une grande partie de la saison d’été 
d’expédier la marchandise des jardiniers et on est obligé de se procurer pour 
cela des contenants et ces mémes contenants ont subi une grosse augmentation. 
Ensuite, il y a l’entretien de notre “flotte’ de camions; je calcule que, l’an passé, ~ 
cela nous a couté au moins 20 p. 100 de plus que les années précédentes pour 
Ventretien de nos camions. 

D. Je comprends que vous avez ici les chiffres qui pourraient expliquer cela, 
les chiffrey comparatifs; voulez-vous nous donner, pour les fins du dossier, les 
chiffres comparatifs? 

M. Vezina: Il y a les salaires. 


Me Monet: q 

D. Voulez-vous les donner en détail? ; 

M. Lesace: Monsieur Vézina, 4 mesure que vous arrivez sur un item pouvez- 
vous nous donner une explication, parce que vous dites qu’il y a une augmentation | 
dans les salaires, assez considérable, et cette augmentation de salaires ne me 
semble pas en rapport avec l’augmentation des affaires. 

M. Viizina: Les salaires sont passés de $80,843.93 quils étaient en 1946 4 
$128,518.07 en 1947. Alors, il y a done eu de grosses augmentations de salaires 
en 1947 et puis, 4 part de Gels, il y a l’emploi d’hommes pour la ferme, il y a au ~ 
moins 20 4 25 hommes sur la ferme . 

D. Est-ce qu’il y a eu une augmentation du cott de la main-d’ceuvre? | 

M. Bouprias: Du cott de la main-d’ceuvre? : 


Me Monet: 


D. De 1947 sur 1946?—R. Oui, monsieur. 
D. Combien payez-vous pour un homme sur la ferme?—R. Pour les : 
hommes sur la ferme, c’est $45 par mois que l’on payait; on a des Polonais sur la | 
ferme; c’était le prix fixé par le Gouvernement; et, 4 part cela, on a nos 
hommes, quand c’est tranquille au magasin, que l’on améne sur la ferme; mais” 
on payait $45 par mois, c’est le prix que le gouvernement fédéral nous ordonnait © 
de payer et, cette année, on paye $70 par mois. 
D. C’est l’arrangement qu’il y avait?. ; 
M. Bouprias: Et, & part cela, nos gens qui travaillaient comme chauffeurs — 
sur nos camions, qui gagnaient 839 & $33 par semaine; aujourd’hui, un homme — 
avec une femme et quatre ou cinq enfants, il faut toujours lui tomes une petite 
pie de vivre, il faut houjoure Tui donner $38 ¢ a $40 par semaine pour que les 


méme $10 par semaine et, are les Polonais, dela a monté ie $45 a $70. 


M. Lesage: . - 

D. Une augmentation d’environ 80 p. 100?—R. Oui. Mais, & part cela, sur , 

la ferme on a beaucoup de difficultés & trouver des gens; si on n’avait pas ¢ 
Polonais-la on serait bien mal pris; et c’est pour cela que ca mérite d’étre encou 
ragé, un mouvement comme cela. 
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5 Me Monet: Ceci répond aux augmentations de salaires. Maintenant, je 
_ désire référer, Monsieur Vézina, aux augmentations sur les frais d’exploitation 


qui paraissent un peu considérables; je voudrais que vous nous donniez une 
explication. 

M. Véz1na: Ensuite, les dépenses de camions qui étaient de $26,209 en 
1946 ont monté en 1947 & $59,557. 

D. A quoi attribuez-vous une augmentation aussi considérable?—R. Bien, 
la flotte a été presque doublée et son champ d’expédition de marchandises a 6té 
bien agrandi; on a expédié & Sherbrooke, Saint-Jean, Saint-Jérdme, Ottawa, 
Québec... 


D. Vous avez combien de camions, maintenant? 


M. Bouprias: Tout prés de quarante, je ne pourrais pas dire au juste. 
; D. Et vous dites que c’est ce qui explique le fort montant d’augmentation 
de $26,000 & $59,000?—R. Oui, monsieur. 
if D. Pouvez-vous nous signaler autre chose maintenant qui pourrait justifier 
ce fort montant d’augmentation? 


M. V8zINnA: Oui; ensuite, l’emballage. 
D. Est-ce que ceci constitue un montant considérable?—_R. Oui, ceci est 
passé de $13,649 a $36,987. 
if D. Ce sont des contenants?—R. Oui, des contenants, des boites, des “crates”, 
des boites de bois, des “crates” de bois pour expédier la marchandise. 
: D. Avez-vous d’autres augmentations substantielles?—R. I] y a les assu- 
ances qui ont passé de $8,512 A $17,121. Il y a d’abord V’assurance sur les 
camions, qui a augmenté beaucoup, ensuite l’assurance sur les bAtisses que 
_M. Boudrias a fait réévaluer; ces batisses l’ont forceé d’augmenter ses assurances, 
ensuite, il y a toutes les assurances qui ont été cancellées dans le passé et qui ont 
été renouvelées & neuf; alors cela a aussi augmenté le prix des assurances. 
Ensuite, il y a les téléphones et les télégrammes.:. Non, pardon, ici je dois dire 
~quil y a le transport, c’est pour des camions loués qui ne lui appartiennent pas. 


‘ 


Me Monet: 


| D, Alors, en plus de la flotte de camions qui appartiennent 4 M. Boudrias, 
qui appartiennent & la maison Les Jardiniers Modeéles, vous avez encore des 
_dépenses enregistrées pour le transport par des camions que vous avez loués?— 
AR, Oui, et qui étaient de $18,110 en 1946 et qui sont passées 4 $26,442 en 1947... 
_ Ensuite, il y a les dépenses de la ferme, question de salaires. 

| D. Oui, on a parlé des salaires tout & l’heure—R. De $4,854 qu’ils étaient 
en 1946, ils ont monté en 1947 & $10,974. 


M. Lesage: 


D. Et cela comprend la nourriture des hommes?—R. Oui, cela comprend 
la nourriture des hommes et la ferme a été beaucoup développée en 1947; ensuite, 
ily a les téléphones et tous les télégrammes... Pardon, je vous ai donné les 
_chiffres pour les dépenses de la ferme qui ne sont pas exactement les mémes, 
e’était plutot pour les téléphones et les télégrammes qui ont augmenté beaucoup, 
ceux de la ferme c’est $4,854 qui a augmenté A $10,974. 


Me Monet: 
___D. Alors, vous venez d’énumérer certains chiffres comparatifs établissant 
un excédent d’environ $90,000?—R. Ensuite, les autres qui auraient pu varier, 
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ce sont les dépenses de finance qui ont été oecasionnées et qui ont pas mal 


augmenté l’affaire. 
D. Qu’est-ce que vous entendez par ¢a des dépenses de finance?—R. Bien, 
il y a les dépenses de finance, c’est... 


M. Lesage: 

D. On les a ici?—R. Oui. Ensuite, on a & calculer les dépenses de finance, 
les mauvaises créances. . 

D. Est-ce qu’il y en a eu en 1947?—R. Oui, il y en a eu en 1947. ly a 
eu des faillites d’au montant de $3,800 qu’il a dt supporter. 

D. Est-ce que cela a recommencé, les faillites?—R. Oui. 

D. Alors, ce sont les principales raisons que vous avez & donner pour jus- 
tifier cette augmentation-la?—R. Oui. 


Me Monet: : 
_ D. Et, pour terminer ]’étude de l'état n° 4, vous donnez comme profits | 
bruts sur les ventes 9 p. 100?—R. Oui, en 1947. : 


% 


M. Lesage: 
D. En 1947?—R. Oui. 
D. Non, comme perte. . 
Me Moner: Non, comme profits bruts sur les ventes: 9 p. 100?—R. Oui. | 
D. Et, quant aux profits ou pertes avant impots, vous donnez une perte | 
pour Varmnice 1947?—R. Oui, monsieur. : 
D. Toutefois, vous donnez comme étant de 9 p. 100 les profits bruts, quant — 
& Vos ventes, ce qui, apparemment, a été le profit le plus considérable fait” 


par la maison Les Jardiniers Modéles depuis 1944?—R. Oui. ; 


M. Lesage: 

D. Avant de laisser l’état n° 4, monsieur Vézina, est-ce quil y avait de 
eros inventaires au 31 décembre 1946 et au 31 devon 1947?—R. Au 31 dé- 
cembre 1946, l’inventaire était de $14,609 et au 31 décembre 1947, 11 était de 
$78,202. 
D. Comment était évalué V’inventaire de $78,000?—R. Au prix cottant 
sur le marché ou au prix du marché s'il était plus bas. . 
D. Mais, s'il venait de la ferme?—R. Sil venait de la ferme, on |’év aluaite 

au prix du miarehic: au prix qu’il le payait, lui. $ 
D. Qu’il payait, lui, & ce moment-la ou bien qu’il avait payé?—R. Oui, 
qu’il payait & ce moment-la, au 31 décembre. 


ai al i i 


BD; De fait, si cet inventaire-la avait été évalué sur le prix de vente, vou 
auriez terminé l’année avec un profit assez considérable?—R. Mais cela aurai 
été un profit irréel. 

D. Mais ce chiffre de $78,000 est certainement considérable?—R. Non, 
c’est le prix du marché & ce moment-la. 

D. Oui, je comprends, mais je cherche une explication de cette perte en 
1947.—R. C’est l’augmentation des dépenses. 

D. Il va falloir changer de systéme?—R. Voyez-vous, dans les fruits et 
les légumes, les profits sont tellement variables, ils peuvent faire une grande. 
perte une année et un gros profit une autre année... | 
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. D. Paree que c’est la premiére chose qui nous améne une perte aussi 
_considérable. 

Me Monet: Oui, la maison Parent et Goyer qui a été entendue la semaine 
derniére montrait des bénéfices trés minimes mais elle montrait tout de méme 
des bénéfices. 

. D. Avez-vous quelque chose & dire la-dessus, monsieur Boudrias? 

M. Bouprias: Oui, monsieur. Voyez-vous, nous autres, notre distribution 
est bien grande et toute la marchandise que l’on réussit 4 avoir, particuliérement 
la marchandise trés rare, par exemple si on recoit un char d’oranges, de pam- 
plemousses ou de carottes, et que l’on a 400 et quelques clients A servir et que 

Von a soin de la distribuer A ces clients-la, la distribution nous cotite quatre 
fois, cinq fois, six fois et sept fois ce qu’elle pourrait nous cotter... Si Von 
avait pas voulu avoir soin du public, c’était facile de montrer un profit de 
$100,000; on n’avait qu’A mettre notre personnel dehors et A prendre les chars 
Ja, sur la rail, et & les vendre sans s’en occuper, prendre un profit et ne pas 
s’occuper de rien; mais il ne faut pas penser rien que pour aujourd’hui, spécia- 
lement sur le c6té de l’importation. 

En plus de cela, je suis & monter une organisation pour servir les jardiniers, 

il ne s’en fait pas dans Québec, il n’y a aucune organisation comme cela, 
“comme nous autres qui nous occupons et qui nous intéressons A distribuer la 
‘marchandise de nos jardiniers dans tout le Canada. La distribution dans 
la province de Québec n’est pas parfaite déjA et on cherche A l’étendre le plus 
‘possible; j’ai un groupe de jardiniers qui coopérent 100 p. 100 avee moi; ils 
ne me laissent pas faire une minute et si j’arrive $7, $8 ou $10 en dessous ces 
gens-la ne me laisseront pas tomber parce que nous expédions beaucoup de 
‘marchandises pour ces gens-la. ihe 

Par exemple, si ces gens-lA arrivent et nous disent: J’ai 15 ou 20 mille 

“crates” de concombres et on n’a pas de place pour les vendre, on n’est pas 
capable de s’en défaire; es-tu capable de faire quelque chose pour nous autres?” 
Alors, on prend le téléphone, on télégraphie et on téléphone partout dans le 
‘Canada, & Québec, A Toronto, 4 Ottawa, 4 Kingston, & Cornwall (Ont.) et on 
descend jusqu’& l’Ile-du-Prince-Edouard. On ne s’occupe pas de ce que ¢a 
Gotite; tout ce qui nous intéresse, ¢’est de pouvoir livrer cette marchandise-la. 
C’est pour cela que le travail pour réussir & monter cette organisation-l4 dans 
la province de Québec, on est les seuls 4 faire ce genre d’affaires-la... 
| Bien des fois, cette marchandise-li, monsieur Lesage, vous savez, nos gens 
de la province de Québec ne sont pas habitués aux stocks en consignation, cela 
he se fait pas, alors on ne leur fait pas de prix, c’est une affaire qui n’a pas de 
bon sens, on perd de l’argent; j’ai vu bien des chars de marchandises, je peux 
yous en montrer, que j’ai perdu $600 a $700 et méme $1,000; je peux vous 
montrer des chars de tomates au complet que j’ai perdu, bien des fois... 


: M. Beaudoin: 

_ D. En d'autres termes, vous prenez la responsabilité de l’expédition?— 
R. Oui, on prend la responsabilité de l’expédition 100 p. 100 et, je ne devrais 
peut-étre pas faire cela, mais pour vous le prouver je vais vous parler d’une 
organisation qu’il y a & Montréal, subventionnée par le gouvernement provin- 
cial et qui retire de $9,000 A $10,000 par année... 
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Le président: 
D. Par le ate provincial?—R, Oui, par le gouvernement pro- 
vincial. | 
M. Lesage: 
D. Par le gouvernement provincial du Québec?—R. Oui; qui retire $9 000. 
4 $10,000 par année et qui montre un déficit & chaque année, qui sont dans 
ee ligne et qui essaient de nous faire du tort, tandis que les jardiniers que | 
je sers, moi, j’ai organisé la distribution dans tout le Canada personnellement 


A 


et sans rien demander a personne. 


: M. Beaudoin: 

D. Quel est le nom de cette organisation-l4?—R. La Coopérative des jardi- 
niers-maraichers du Québec. 

D. La Coopérative des jardiniers- -maraichers du Québec?—R. Oui. 

D. Et ils ont une organisation qui vient en concurrence avec vous?—R. Oui, 
une organisation qui vient en concurrence avec moi, et je suis obligé de lutter 
de la méme maniére qu’eux et, moi, il n’y a personne qui m’aide. 

D. Vous ne recevez pas de subventions du gouvernement provincial?— 
R. Ah! non. . 

D. En avez-vous déja demandé, une subvention, au gouvernement provin-— 
cial?—R. Non, et je n’en demanderai pas; je ne demande qu’une seule chose, 
c’est que tout le monde soit sur le méme plancher. 


_M. Lesage: , 
D. Monsieur Boudrias, en 1947, si j’ai bien compris, vous avez travaillé 
beaucoup & l’établissement d’un marché permanent pour les produits, spéciale- 
ment de votre ferme et de ceux de vos voisins?—R. Oui, monsieur. 
D. Et, en conséquence, cela a augmenté votre cott d’opérations?—R. Oui, 
on est A la période de l’organisation, cela ne se fait pas dans la province de 
Québec et on veut copier sur vous autres, en Ontario. 
D. Alors?—R. Alors, vous allez bien, on ne vous en veut pas, mais on ne 
veut pas se faire battre; seulement, on ést obligé de le faire avec notre argent, 
nous autres. : 
D. En 1947, vous dites que cela a été une mauvaise année de production 
et, pourtant, vous avez augmenté de $900,000’—R. Mais, on ne travaille pas 
en monde, par exemple. yg 
D. Vous dites quil y a eu une diminution d’environ 65 p. 100 dans | 
production et, pourtant, vous, vous montrez une augmentation dans le chiffre de 
vos ventes de $900,000; est-ce que c’est parce que vous avez étendu vos 
marchés?—R. On a étendu nos marchés, on a été plus agressifs. : 


at 


Me Monet: 


~~ ee 
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D. Revenons a votre état n° 2. 
Monsieur Lesage, vous n’avez pas d’autres questions sur le rapport n° 4? 
M. Lusace: Non, monsieur Monet. 


Me Monet: 


D. Revenons au tableau n° 2. 

Mr. Moner (In English): I am going to state this in English because it is 
a change which has to be made in exhibit 115. I should like the members of the 
committee to make these changes which are very important. 

Mr. THarcusr: What page? 

Mr. Moner: Statement No. 2, it is the first page of exhibit 115. On 
March 11 and March 18, oranges, California, first column, you have a selling 
price of $6.50 and $6.60. If you refer to statement No. 3 for the same dates, 
March 11 and March 18, the most recent purchase price you have there 
is $4.49 for March 11 and $4.55 for March 18. Now, it should read $5.71 for 
March 11 and $5.71 for March 18. 

Mr. Fiemina: On which sheet? 

Mr. Moner: On statement No. 3, $5.71 and $5.71 instead of $4.49 and $4.55. 

There is another correction on page 2; February 12. There is no change 
in the selling price of $6, but there is a change on statement 3 for the same 
date, February 12, in the purchase price. Instead of $4.00 it should read $5.50. 

Mr. Fremine: The same as for February 19? 


Mr. Moner: The same as February 19, yes. There was a mistake in 
the figures. 


Me Monet: 


D. Monsieur Boudrias, je veux maintenant vous poser quelques questions 
sur le prix des oranges. Si vous voulez bien suivre sur I’état comparatif que 
le secrétariat a préparé, vous aurez plus de facilité; je vous en ai donné un 
tantot. A la date du 27 novembre, monsieur Boudrias, vous donnez comme 
prix de vente $7. C’est bien cela, c’est exact?—-R. Oui, monsieur. 

D, Et comme prix d’acquisition $4.12, pour les achats les plus récents; ce 
qui donne une différence par boite de $2.88 ou un pourcentage quant au prix 
de vente de 41-1 p. 100. Des témoins qui ont été entendus ici antérieurement, 
de Toronto, et d’une autre maison, ont montré un prix de vente inférieur A ce 
prix-la pour la méme date. Voulez-vous donner des explications & messieurs 
les membres du comité et dire pourquoi les oranges se vendaient 4 ce prix-la 
par votre maison A cette date-l4?—R. Cela est dfi & des grosseurs que l’on a en 
petite quantité dans un char d’oranges qui sont en grande demande. La marge 
parait bien grosse mais si vous prenez l’ensemble du char vous arrivez avec un 
profit tout différent. 


M. Lesace: Sur cette réponse que vous venez de faire, d’autres témoins ont 
donné la méme réponse. Est-ce que vous pouvez donner un état de ce char? 


Me Moner: Nous l’avons ce matin, un portrait de l'état complet pour 
un char. 


Me Monet: 


D, Qu’est-ce que vous considérez, monsieur Boudrias, comme profit raison- 
nable, qui vous permettrait de vivre convenablement, sur une caisse d’oranges? 


_ —R. Sur une caisse d’oranges, on a certainement besoin, si on investit de $3,700 & 


= tie 
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$3,900 sur un char d’oranges, il faudrait-au moins, dans l’ensemble, l'année 
durant, on a besoin de 75c. & $1 la caisse, l’année durant. . 

D. Si je comprends bien les témoignages antérieurs, lorsqu’il aye pour | 
vous de déterminer les bénéfices que vous devez faire pour faire un _ profit 
convenable, vous considérez l’achat du char en entier et non de boite en boite? 
—R. Non, monsieur. 

M. Lesage: 

D. A 75c. la caisse, cela fait combien au point de vue pourcentage?—R. I] 
y a 561 caisses dans un char, alors 4 80c., cela fait $450. 

D. Sur $3,700?—R. Oui, monsieur. 

D. Avez-vous dit ce que c’était?—R. Sur $3,900, 18-5 p. 100. 

Me Monet: 

D. Vous avez ici ce matin, monsieur Boudrias, un état complet dun char 
d’oranges que vous avez Hause déja?—R. Ce char d’oranges-]4 a été acheté 
le 9 mars. 

D. Alors, prenons le char qui a été acheté le 9 mars. Je comprends que, 
lorsque vous achetez un char d’oranges, vous ne pouvez pas acheter un char 
de 288 en entier?—-R. Non, mais une fois de temps & autre. 

D. Habituellement, je comprends que, dans un char d’oranges, il faut 
accepter un certain nombre de grosseurs d’oranges?—R. Oui, monsieur. 

D. Pour le char dont vous parlez, pour lequel vous donnez quelques détails, 
combien de caisses y avait-il dans ce char-la?—R. 561 boites. 

D. Voulez-vous énumérer le montant de boites qu’il y avait dans de char-la, 
avee les grosseurs d’oranges que les boites contenaient, et le prix en méme 
temps?—R. 16 boites de 176 4 $7.75. : 


M. Lesage: 


D. Est-ce le cofit d’achat ou de vente?—R. D’achat. 

D. A $7.75?—R. Il y avait 40 boites de 200 4 $7.75; 80 boites de 220 a 
$7.50; 150 boites de 252 a $7; 175 boites de 288 a “86. 25; 100 boites de pes a 
$5.50, et c’est tout, cela. 


Me Monet: 


D. Vous avez la 561 boites?—R. Oui, monsieur. 

D. Vous avez toutes les grosseurs d’oranges dans ce char, des erosseurs 
différentes?—R. Oui, monsieur. 

D. Et qui vous cotitait?—R. $3,727.75. ‘ 

D. Maintenant, voulez-vous expliquer 4 messsieurs les membres du comité 
comment vous procédez lorsqu’il s’agit de vendre ces oranges-la, pour en 
déterminer le cofit, en prenant soin d’ajouter un bénéfice proportionné aux 
chiffres que vous avez donnés tantot?—R. Quand on a recu ce char d’oranges- 
la, si vous prenez ces oranges-la, lorsqu’on les a vendues, on s’est apercu que, 
certaines grosseurs, on a perdu 50c., 60c. et 75c. la caisse. 


M. Lesage: 


D. Pouvez-vous donner les détails de ces chiffres-l4?—R. Oui. Je ne les 
ai pas en détail. Cette chose-lA arrive & chaque char d’oranges qu’on achéte. 
Des fois, il arrive que le public ne veut pas d’une certaine grosseur d’oranges. 
A certaines périodes de temps, ils ne veulent pas de grosses oranges du tout et — 
ils veulent seulement des petites oranges. Cela marche toujours l’un contre — 
Yautre. On ne peut pas arriver & faire un profit de 10 4 15 p. 100, cela est 
impossible, parce qu’il faut suivre la vente au public. 


— 
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Me Monet: 


D. Est-ce que cela peut arriver, sur des oranges de $7.75, qu’il vous soit 

impossible de faire un profit normal, tel que vous l’avez mentionné tantdt?— 

~ R. Oui, monsieur. Et vous en avez la preuve 1a, si on suit ce char-la, celui 
du 9 mars. 

D. En conséquence, lorsque, de fait, vous ne pouvez pas prendre votre 
bénéfice normal, vous vendez méme & perte et vous vous compensez sur 
une autre grosseur en mettant le prix plus élevé?—R. Oui, monsieur. On est 
obligé de le faire. 

D. Pouvez-vous donner certains chiffres en rapport avec le chiffre dont 
vous avez parlé, a $7.75, le chiffre du prix cotitant?—R. Je figure que ce 
char d’oranges-la, en particulier, nous a rapporté $6.60; c’est le prix de vente 

_ de ce char-la. Ce char-la, au lieu de faire de l’argent avec, il nous en a 
 mangé. 


al a da 
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4 M. Lesage: 

; D. Vous ne l’avez pas acheté & la fin de mars. Les 288, vous dites, vous 
ont cofité $6.25 la caisse. Le 11 mars, le cofit d’achat le plus récent est $4.49. 
® Me Monet: Vous avez une erreur 1a, c’est $5.71. 

i M: Lesace: Ah! oui. Je l’ai corrigé sur |’état n° 3, mais je ne l’ai pas 
corrigé sur l’autre; c’est parfait. 


Me Monet: 


‘ D. Et cela c’est la fagon habituelle? Avez-vous un mot d’explication A 
_ donner, 1a? Vous venez de dire que le char du 9 mars, la grosseur 288 codtait 
$6.25, alors que, dans l'état corrigé tantot, et en date du 11 mars, vous donnez 
_ comme votre acquisition la plus récente le prix de $5.71. Est-ce que c’était 
~ le méme char?—R. Cela ne devait pas étre le méme char. Attendez un peu, 
~ oui, c’est le méme char. Les 344, ici cotitaient $5.50. 

D. C'est parce que vous avez donné tantot 135 caisses de 288 A $6.25 et 
@apres les chiffres corrigés ce matin, vous avez donné, en date du 11 mars, 
$5.712—R. Il y a d’autres chars qui sont arrivés aussi. Vous avez d’autres 
chars dans d’autres périodes pour lesquels ¢’est meilleur marché. 

D. Je vous demande s’il s’agit du méme char ou non. Vous donnez, A la 
date du 11 mars, comme achat plus récent, un prix de $5.71, et vous venez 
de donner, en décrivant le contenu d’un char, en date du 19 mars, un prix de 
~ $6.25 pour les 288?—R. II est possible que ceci soit arrivé, que deux chars 
- soient arrivés la méme journée. C’est peut-étre cela. 

é D. Le char que vous avez décrit tantdt, il n’y a pas de doute, c’est le 
char que vous acheté le 9 mars?—R. Oui, monsieur. Vous avez le document. 

D. Et vous expliquez de cette facon-la, de la fagon dont vous venez de 
_ répondre, comment il se fait ou pourquoi, & la date du 27 novembre en parti- 
_ culier, vous auriez un bénéfice de 41-1 de pourcentage sur une caisse d’oranges 

vendue & $7?—R. Cela est pour une quantité minime, mais c’est l’ensemble 
de nos profits pour cette journée. 
D. Est-ce qu’il ne vous était pas possible, & ce moment-lA, monsieur 
Boudrias, de vendre & un prix inférieur A celui que vous avez vendu et faire 
tout de méme un profit raisonnable?—R. Oui monsieur, on aurait pu le faire. 
Mais en tenant compte de toutes nos grosseurs et de tous les chars qui ren- 
 traient notre profit, je pense, est un profit seulement raisonnable. 
- D. Comment expliqueriez-vous, monsieur Boudrias, qu’A la méme période 
autres maisons auraient pu vendre & un prix inférieur & celui auquel vous 
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vendiez?—R. Cela est possible que nos compétiteurs pouvaient avoir des oranges 
4 Ventrepot depuis trois semaines ou un mois, ou au mois de décembre, alors 
qu’elles peuvent se garder facilement. Cela en plus d’expliquer que d’autres 
maisons peuvent avoir un prix meilleur marché. 

D. Est-ce possible aussi que cela puisse étre & cause du fait que, dans un 
char recu, la variété aurait été plus grande, une plus grande variété d’oranges 
permettant de vendre & un prix inférieur?—R. Oui, monsieur, vous avez une 
bonne idée 14, monsieur Monet, parce que le manifeste des chars. . 

D. Je vous le demande pour essayer d’expliquer le profit qui parait consi- 
dérable 4 cette époque-la. 


M. Lesage: 

D. Avant de laisser ce point-la, j’examine l’état comparatif et je vois ici la 
maison Boyer & Cie et je remarque que quelquefois, par exemple le 27 novembre, 
Les Jardiniers Modéles ont vendu leurs oranges $7 et Parent & Gauthier $6. 
Cependant, 4 plusieurs autres dates, Les Jardiniers Modéles ont vendu 4 des 
prix inférieurs. 

D. Il n’y a pas de prix fixe sur les marchés & Montréal?—R. Il y a un peu 
ae compétition. ; . 

(M. Pinard occupe le fauteuil.) 

D. Il n’y a pas de prix de marché pour vous autres?—R. Non, il n’y a pas 
de prix, il n’y en a pas d’établi. On cherche 4 servir la clientéle le plus facile- 
ment possible. 

D. Dans les oranges, ce n’est pas le prix du marché qui détermine votre prix 
de vente, mais votre cott, plus une marge? C’est exact?—R. Oui, monsieur. 

D. La loi de l’offre et de la demande n’agit que sur une période de temps, ~ 
pour le prix immédiat, et vous le basez sur votre cotit?—R. Pour ces choses-la, — 
les oranges et toutes les marchandises qui sont sur une base de “quota”. 


<> 
Le Président suppléant: 

D. Vous fixez vos prix avec cette politique-la en force et en considérant la 
fluctuation du marché méme?—R. Oui, monsieur. Vous avez une période, par 
exemple, ot vous allez avoir sept 4 dix chars d’oranges qui vous arrivent en 
méme temps. J’ai vu étre obligé d’en vendre en bas du prix cofitant. Par — 
exemple, il y a des grosseurs qui ne se vendent pas du tout et, la semaine d’aprés, — 
cela change et ils achétent toutes ces grosseurs-la. : 

D. Alors, vos achats, dans ce temps-la, étaient dans le sens inverse? Quand 
c’était des petites qui étaient en demande, vous aviez des grosses? Quelle est 
explication de cette situation-la? Est-ce une coincidence?—R. Oui, monsieur. — 
C’est une coincidence et on passe notre temps au téléphone pour éduquer le ~ 
public. On leur dit: “Prenez donc cela”, mais on nous répond: “Non, ce sont les © 
petites que lon veut”’. if 


D. Ca va d’aprés les caprices des consommatrices?—R. C’est la nature. z 
M. Lesage: i 
D. Cela dépend de la période de ’année?—R. Oui monsieur, et du temps; " 


cela dépend; des fois il y a plus d’argent. Quand elles prennent 3 petites, c’est — 
qu’il y a moins d’argent. #, 
D. Ace temps-la, les gens achetaient les petites et ils payaient leurs impéts. - x 
Vous avez fixé le prix des oranges d’aprés le total du char que vous avez requ?— ne 
R. Bien. 5 


_ D. Vous ajustez les prix des oranges, les 288 par exemple, pour le prix total 
- qu'un char aurait pu cotiter?—R. On tient compte de la grosseur et de notre 
prix cofitant et de la demande. On ne peut pas faire autrement. 
D. C’est ce qui fait varier le prix des oranges, comme les 288 ou les 344, ou 
les 252?—R. Oui, monsieur. 
D. C’est la raison de la différence des prix?—R. Oui, monsieur. 


Me Monet: 
D. Maintenant, monsieur Boudrias, je voudrais vous demande au sujet 


) 
de Ja livraison des pommes, d’expliquer A messieurs les membres du comité 
comment il se fait qu’é la date du 31 décembre, “B.C. Apples”, le prix est de 
$3.21, et qu’il n’y a pas de prix d’acquisition inscrit jusqu’au ler avril, & partir 
du 31 décembre? Dois-je comprendre qu’il n’y a pas eu d’achat pendant cette 
_ période-la?—R. De décembre, par exemple, les achats ont été pratiquement nuls, 
en décembre, janvier et février. 
D. Il n’a pas dt y en avoir, parce qu’il n’y a pas eu de prix?—R. C’est cela. 
D. Pouvez-vous’ dire 4 messieurs les membres du comité comment j] se fait 
que, du 8 janvier jusqu’au ler avril, le prix des pommes vendues par votre 
maison a augmenté de $3.38 A $4.12, alorg que le prix d’acquisition n’a pas varié? 
—R. Ces pommes-la, pour les conserver, on les regoit en décembre ou en janvier 
et, si on les vend deux ou trois mois plus tard, vous avez les frais de l’entre- 
_ posage a payer, les frais pour aller les chercher au solage, qui est de 5c. la boite, 
et quand elles sont plusieurs mois A l’entreposage, si vous les laissez trente jours 
et une journée de plus dans l’autre mois, cela compte pour deux mois, et que 
vous voulez réclamer vos pommes en bonnes conditions... 


Le Président suppléant: 


D. Le risque de la perte et les frais de l’entreposage l’augmentent en méme 
-temps?—R. Oui, monsieur. 


M. Lesage: 


D. C’est ce qui explique la hausse du prix des pommes dont le prix cotitant 

n/a pas augmenté?—R. Oui, monsieur. 
; Me Moner: Le prix coftant n’a pas augmenté, mais le prix a vous a 

augmenté?—R. C’est augmenté par les frais qui sont ajoutés. 
F D. C’est le prix que vous avez payé A la personne qui vous les a vendues, 
les risques de la perte et tout ce que vous avez expliqué, ce dont vous avez parlé, 
Gest pour ces raisons-l& que l’augmentation parait avoir été faite?—R. Oui, 
monsieur, c’est cela. 


Me Monet: 

D. Maintenant, voulez-vous tourner 4 la page 2, céleri d’Ontario n° 1? 
Comme vous l’avez dit tantot, monsieur Boudrias, vous donnez par votre état un 
profit de 9 p. 100, brut, quant aux ventes, et c’est un profit établi pour l’année 
1947? Pouvez-vous expliquer comment il arrive que, pour le mois d’octobre 1947, 
a l’exception du 30 octobre, le profit sur le céleri atteint une valeur de 36-7 A 39-7? 
Pourquoi vous faut-il prendre un profit aussi considérable que celui-la?—R. Dans 
Ie céleri, une chose qui est considérée extrémement périssable, c’est une mar- 
chandise que l’on achéte, je ne puis pas dire au jour le jour, mais que l’on achéte 
quatre ou cing jours avant la distribution. Il va arriver une ow deux fois par 
année que l’on va mettre notre céleri A l’entrepdt, mais, la plupart du temps, on le 
‘a 
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laisse sur notre plancher et c’est une chose périssable. Mais, dans ce cas 
particulier-l, le marché a monté assez vite. Ce profit de 31 p: 100, je pense 
qu’on aurait pu facilement, si on avait voulu ambitionner, le monter & 40 et 
45 p. 100 dans ce temps-la. La marge de $3 la “orate”, le prix du marché courant 
pour tout le monde. Si on avait voulu prendre avantage du marché, on aurait 
pu le vendre a $5. 

D. A cette date-lA?—R. Oui, monsieur. La demande était tellement forte 
que l’on avait des distributeurs & ’année. Si l’on avait voulu faire monter cette 
marchandise de 50c. on aurait pu le faire, mais on n’aurait pas eu Vayantage de 
profiter de notre ‘‘quota”. ‘ 


Le président suppléant: 

D. Comment expliquez-vous la perte faite en 1948, en janvier, pour le céleri? 
‘Le 29 janvier vous avez payé $12.50 et vous l’avez vendu 4 $11.64?—R. C’était 
rendu tellement haut, 1A, qu’on n’avait pas le courage de demander ce prix-la. 
Je m’en rappelle. 3 

D. Vous auriez pu l’obtenir?—R. On aurait pu charger $13, $14. 

D. Vous avez préféré prendre une perte pour conserver Vestime de votre 
clientéle?——R. Oui, monsieur, il faut penser & notre clientéle. Nous ne sommes 
pas en affaires juste pour aujourd’hui. 

~ —. Vous n’étiez pas obligés de le faire?—R. Quand vous prenez une boite 
de céleri pour la vendre $12, je calcule que c’est un peu trop ambitionner. 


Me Monet: 

D. Est-ce que vous aviez du céleri a l’entrepdt a ce moment-la?—R. Non, 
monsieur. aha 
D. Comment expliquez-vous que, du 15 janvier 1948 au 29, il y a une hausse 
dans le prix de vos achats de $6. Le 15 janvier, lors de vos achats les plus” 
récents, le prix est de $6.50 alors qu’a& la date du 29 janvier il a été porté a $12.50, 
le prix que vous avez df payer, si je comprends. Comment exipliquez-vous une 
hausse aussi considérable que celle-lA?—R. Le temps était avancé et l’on 
dépendait sur le céleri qui était dans les entrepéts frigorifiques dans l'Ontario. 
A Montréal, il n’y a pratiquement pas de céleri & l’entrepdt. Le céleri consommeé. 
en décembre, janvier et février était du céleri en conserve et 85 p. 100 de ce 
céleri-lA était entreposé en Ontario. 
D. C’était de JA que vous deviez l’acheter?—R. On était obligé de l’acheter 

de ces gens-lA, ils étaient maitres sur-ce point-la. On a acheté un char, deux 
ou trois fois. . 
D. Il ne vous restait pas de céleri A ce moment-la et vous deviez acheter? 
—R. Dans Québec, notre céleri local, rendu au ler décembre, on n’en avait plus. 
Chez tous les jardiniers de Montréal, il n’y avait pas un pied de céleri de dis- 
ponible le ler décembre 4 Montréal. : ie 


Ca 


L président suppléant: 
D. Tout le monde l’achetait en Ontario?—R. Oui, monsieur. 


ae ee oe Oe 


Me Monet: 


D. Voulez-vous référer 4 la page 3, maintenant, le chou importé? At 
26 février, il y a lA une augmentation, monsieur Boudrias, dans le prix de vente 
de 4-3, A la date du 26 février, A 5-8, au 4 mars, alors que, pour la mém«¢ 
période... —R. Du? 

D. Le 26 février, le quatriéme item du haut, 4-3; il y a 14 une augmentatio 
4 5-8, du 26 février au 4 mars, alors que, pour la méme période, dans les achats 
il y a une diminution de 3-7 4 3-3. Alors, voulez-vous expliquer & messieu 
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les membres du comité comment il se fait, alors que le prix d’acquisition avait 
baissé, que le prix de vente avait augmenté?—R. Dans les choux, ¢’est un petit 
peu explicable; les choux sont notre faiblesse, & nous autres. On en manipule 
beaucoup. 


M., Lesage: 

D. C'est votre force?—R. On en achéte de l’automne au printemps. Ce qui 
aurait pu arriver, la, c’est que le marché local, dans le temps, aurait pu étre bas. 
Nos jardiniers nous les offraient en grande quantité et on les achetait. Peut-étre 
que les choux que nous avons achetés dans cette période-lA ont été vendus plusieurs 
jours plus tard. Il n’y avait pas de demande, les demandes étaient faibles et 
on l’a acheté. 


r Me Monet: 

D. Monsieur Boudrias, il y a plusieurs témoins qui nous ont dit que la 
base des prix, dans le commerce des fruits et légumes, comme dans bien d’autres 
d’ailleurs, serait la loi générale de V’offre et de la demande. Vous avez ici une 
situation que je voudrais que vous expliquiez, qui est un peu contraire a ce qui 
nous a été dit, puisque, du 26 février au 4 mars, le prix d’acquisition baisse; 
est-ce que cela serait di a ce qu’il y avait une offre plus grande que la demande 
& ce moment-la? En d’autres termes, est-ce qu’il v avait plus de choux sur le 
marché? 

. M. Boupriss: Du 26 février... 


Me Monet: 
' © D. ...au 4 mars,—le prix d’achat?—R. Je pense que c’était 3°7e. 

D. Le prix d’acquisition, le 26 février, était de 3-7c. n’est-ce pas et le 
4 mars, une semaine plus tard, il était de 3-3c.; comment expliquez-vous’ cela? 
—R. Si je ne me trompe pas, on touche au chou américain, n’est-ce pas? 

D, C’est le chou importé, oui?—R. Le chou importé. 

D. Ainsi, alors que le prix d’acquisition baisse, le prix de vente monte; je 

désire que vous me donniez un peu d’explications parce que ceci semble étre 
Yinverse de ce qui nous a été expliqué jusqu’A date—R. Bien, il vy a une chose 
qui arrive, comme je vous l’ai dit tout A Vheure, on en achéate beaucoup de 
choux nous autres et je présume que notre marché ici, pendant qu’on faisait 
cet achat au Texas, je présume que le marché qui était de 3-7. ici pouvait 
étre JA-bas, au Texas, & 4-3c.; cela peut étre arrivé. Et vous savez que, si 
Von achéte un char et que.le char arrive dans une dizaine de jours, il faut que 
Von prenne notre “cost”, nous autres. Alors, ces choux-la, qui sont au Texas 
et qui viennent dans une dizaine de jours, cela pourrait peut-étre affecter notre 
“cost”; cela change si vite. 

D. C’est-a-dire que le prix de vente mentionné sur l’état n° 3 ct le prix 
d’acquisition peuvent refléter sur certaines marchandises achetées plusieurs jours 
antérieurement?—R. C’est cela; il pouvait y avoir de la marchandise qui avait 
été achetée A 4-6c., A 4-8e. et qui se trouvait mélée A cela; quand on a dix 
chars de marchandises. qui roulent, vous savez, on est obligé de prendre soin 
de tous et de chacun d’eux et, dans le magasin, cela... 

- Le PRESIDENT SUPPLEANT: Autrement dit, ce n’est pas les mémes choux. 


4 M. Lesace: Tout de méme, si les choux qui ont été achetés au début du 
“Mois de mars pour étre vendus & la fin du mois de mars, cela ne donne pas 


Pexplication désirée. 


— 


3182 SPECIAL COMMITTEE 


Me Moner: Voyez-vous, vous avez ici une situation qui semble un pew 
anormale et qui ne concorde pas trés bien avec ce qui a été dit jusqu’A main- 
tenant. Lorsque les honorables membres du comité analyseront ces rapports, 
ils se trouveront en présence de ces chiffres et voudront savoir ce qui en est, 
ce gue cela veut dire. 


M. Lesage: 2 
D. Vous prenez un profit brut de 4-3c.?—R. Par contre, vous prenez des 
choux d’un mois passé, des choux qui me cotitaient $2.75 & moi et qu’on a vendus 
& $2 et a $2.25... 7 
D. Oui, & la fin d’avril, ¢a?—R. Oui, a la fin d’avril mais on perdait 75c., 
80c., et méme 90c. | 


Le président suppléant : 
D. Il y a beaucoup plus de fluctuations dans la vente des choux que dans 
la vente des oranges, par exemple?—R. Oul. : 
D. Vous avez des profits de 48:1 en mars et, en février, vous avez des 
profits de 2°4?—R. Oui. 


M. Lesage: 
D. Méme une perte de 2:2?—R. Oui. 


Le président suppléant: 

D. Et, en avril, vous avez une perte de 3:9?—R. Oui. 

D. Tout cela me parait bien extraordinaire. Pourquoi ces différences sont- 
elles si considérables?—-R. Bien, voyez-vous, vous nous avez permis d’importer 
des choux au milieu de Vhiver; au milieu de Vhiver, nous n’avions pas de choux 
du tout pendant un certain temps, vous savez cela, et’ vous nous avez permis 
d’importer des choux. Alors, la premiére chose, c’était libre, on pouvait entrer 
de l’importation; mais, vu qu’on manquait pas mal de marchandises a ce 
moment-lA, on en a acheté peut-étre quatre ou cinq fois plus et, 4 un moment 
donné, il se peut que, pendant un bout de temps, on ait été encombré avec. 

D. Est-ce la raison qui explique cette perte du mois d’avril?—R. Oui. 


M. Lesage: 

D. Considérez-vous qu’un profit brut de 43 p. 100 est normal sur les choux? 
Est-ce que ce n’est pas un peu élevé?—R. Bien, pour trafiquer dans les fruits et 
les légumes, ¢’est impossible de prendre une régle précise et de dire: prend 15 ou 
20 p. 100, parce que vous ne savez jamais comment vous allez en sortir; c’est 
impossible de dire: on va prendre un profit de 20, de 30 ou 35 p. 100, comme dans 
d’autres commerces, parce que l’on a beaucoup de perte et on ne peut pas juger 
d’avance ce que sera cette perte. 

D. Ce qui est important, c’est votre profit brut, sur l’ensemble d’une année? 
——R. Oui, c’est ca. Voyez-vous, on n’avait pas de choux du tout au mois de 
janvier; alors vous nous avez permis d’importer; c’était parfait; cela faisait de 
la nourriture & bon marché pour tout le monde. Maintenant, on va en récolter ; 
dans une semaine; alors vous imposez l’embargo; il n’y a rien de mieux que cela, 
cela travaille 4 100 p. 100 pour nous autres. , 

D. Comme producteurs, vous voulez étre protégés?—R. C’est parfait, ca. 
Vous n’avez qu’ faire comme vous avez fait pour les choux et l’on va nous - 
donner des ‘‘tips”. E 
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Me Monet: 
D. Maintenant, si l’on enquéte dans les carottes, c’est la méme explication, 
je présume, que vous donneriez pour le mois d’octobre? 
M. Lusace: II] n’y a rien dans les carottes, c’est la méme chose. 


Me Monet: 

D. C’est la seule période ot vous avez eu un pourcentage qui pourrait 
dépasser un peu la normale; est-ce que vous avez la méme explication & donner 
que celle que vous venez de donner en ce qui concerne les choux?—R. Dans les 
carottes, c’est la méme chose. 

D. Alors, je n’ai pas d’autres questions & poser A ce témoin-la. 

M. Lesage: Les oignons, il n’y a rien dans les olgnons. 

Me Monet: I] n’y a rien dans les oignons, c’est le cas ow il y a le moins 
de majoration. 


M. Lesage: 
D. Qu’est-ce que c’est cela, “autres revenus”’, dans l’état financier? 
M. VizinA: Une partie des entrepdts sont loués & d’autres. Et puis, & part 
cela, il y a un gain important, c’est le principal montant, il y a le... 


Le président suppléant: 

D. Les ristournes sur les pertes des compagnies d’assurance, je suppose ?— 
R. Non, c’est qu'il y a $9,000 de loyer d’entrepdot sur $10,000. 

Mr. Moner: I have no more questions for this witness. 

Mr. McGrecor: I would like to ask two or three questions. This item here, 
other income; has that been explained? 

Mr. Lzsace: No, it has not. 

Mr. Monet: Pardon me, I didn’t get that. 

Mr. McGrecor: Other income, on the financial statement. 

The CuarrMan: That is rentals from warehouses. 

Mr. McGregor: Rentals from warehouses? 

Mr. Lesacr: Yes, $9,000 is warehouse rentals. 


M. Lesage: 


D. Quelle était la structure en capital en 1944 et en 1947? 
M. Vizina: En 1947? 


M. Lesage: 


D. Commencez en 1944, monsieur Vézina—R. C’est. parce que je ne I’ai 
pas ici. J’ai seulement les états d’opérations, je n’ai pas le bilan, alors je 
pourrais, simplement de mémoire, vous dire qu’il s’est maintenu aux alentours 
de $50,000. 


Me Monet: 
D. Il ny a pas eu d’augmentation?—R. Non. 


(In English) 
Mr. McGrecor: These warehouses are rented? 
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Mr. Lesace: They rent space in the warehouses. | 
Mr. McGrecor: And this other income is from the space in their warehouses 

_ which they rent? | 

Mr. Lasace: In their own warehouses, and it amounts to $9,000 of that 


Mr. McGrecor: What was their capital setup in 1944 and sets 
Mr. Lesace: Around $60,000. 
Mr. McGrecor: In 1944? 
Mr. Lesace: It is about the same, it has not increased at all. 
Mr. McGrecor: There has been no increase? 
Mr. Lesace: No. 
Mr. Monet: There has been no increase. 
Mr. McGrecor: The breakdown of that $221,000; has that been sa 
so that one can read it? 
‘Mr. Monet: Yes, that has been shown. 
Mr. McGrecor: That has been broken down and it is all itemized? 
Mr. Monet: Yes, and the $128,000 also—salaries, has been explained; and 
also the $150,000, increase in the cost of operating has been explained. 

Mr. McGrecor: And they have been put down in detail so that we can 
read them? 

Mr. Monet: Yes. 

Mr. Mayuew: Have you the number of people. on salary? 


Me Monet: 
D. Combien avez-vous d’employés, en tout? 
M. Bouprias: Cela varie. 


Me Monet: ; 

D. En moyenne, quel est le montant maximum d’employés que vous avet, 

le montant minimum, 4 différentes périodes de l’année?—R. Cela peut varier, 
avec toutes les succursales et les périodes de temps, de 90 4 125. 


(In English) 
Mr. Monet: He says that the total number of employees both for the farm 
and the wholesale store, and the employees work either in the one or the other, 


and some of the people work both on the farm and in the store, they run: al 
- the way from 125 to 90. 


Mr. McGrecor: From 90 to 125? 

Mr. Monet: Yes. 

Mr. Mayuew: So that is all salary, or is there other expense? 
Mr. Monet: That is all salary. 

Mr. MaynHew: All salary? 

Mr. Monet: Yes. 

Mr. Lesace: And he says, some are fed. 


Me Monet: 
D. Est-ce qu’ils sont tous 4 salaire? 


> 


M. Bouprtas: Oui, ils sont tous & salaire. 
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D. Et, pour leurs dépenses de voyage, cela va dans les frais d’exploitation? 
_—R. Oui, les dépenses de voyage, cela va dans les frais d’exploitation; quand 


4q 5 Me Monet: 
7 
. 
E 


on rencontre un client, n’importe quoi... 


(In English) 
Mr. Moyer: He says that their salaries always include the gardeners, : 


-and when they are out on the road selling and have other expenses those other 
_ expenses are put under operating costs. 


Mr. Mayuew: Is there any division between sections of the business? 
;. Me Monet: 
4 D. Pouvez-vous nous dire, d’aprés la facon dont vous tenez vos livres et 


“votre fagon d’opérer, si vous étes en état d’établir si votre ferme rapporte des 
bénéfices ou bien si votre magasin en rapporte, ou vice versa, et dans quelle 
_proportion?—R. Pas a venir jusqu’A maintenant, parce qu’on a organisé notre 
i Systeme pour avoir un systéme de comptabilité complet pour les différentes 
places rien que derniérement, Alors, je ne suis pas capable de diviser cela. 

ig 


© (In English) 


- Mr. Moner: He said that not until they were organizing; they have been 
organizing things since the beginning, and they have not been able up to now 
‘to make a complete division as between the farm and the store. 


_ Mr. Mayuew: And this $150,000, does that include the capital employed, 
invested in the farm as well as the warehouse and business? 


ik 
Me Monet: 


« D. M. Mayhew désire savoir si le montant de $50,000 que vous avez men- 
tionné tout & V’heure... Vous avez compris la question? 

M. Bouprtas: Oui, monsieur. 
(In English) 
~ Mr. Monet: He said, yes. 
: see McGrecor: Do they own the farm, the warehouse and everything 
else? 
: Mr. Moner: Yes. It started, as the witness described earlier in his evidence, 
he started this business with his wife and everything has been built up as they 
have gone along. 
Mr. McGrecor: Now, in the four years they had a loss of $8,798, and 
they had a loss of $31,141; that is after taking out their rentals in this here 
that they got from the warehouse. In other words, on the operation of their 
business alone they had a loss of $31,142 on sales of $8,750,000. 


ys Me Monet: 

- D>. M. McGregor a fait l’addition des chiffres de vos ventes et il dit que, sur 
le total de vos ventes, se chiffrant & $8,700,000 en résumé, de par le tableau 
n° 4, vous auriez fait des pertes d’environ $30,000. 

_ M. Lesage: Je ne vois pas cela, monsieur le président. 

¥ : 

— (Un English) 

a I cannot see that. 

- Mr. Moyer: I understand that is on the operation of the farms and 
sverything else. 
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Mr. McGrucor: There are two losses. Your losses were $4,270; and 
then you take credit for the amount you received as rent—$26,000—which leaves 
you a total loss of $21,000 on the business. 

Mr. Lesace: And that is about: $13,000 loss; but in two years they made- 
a profit. : 
Mr. McGrecor: That is a total loss of $4,670; then rentals from ware- 
houses amounted to $26,000, which is in the business. a 

Mr. Mayunw: Apparently we do not know what rental he was charging 
himself for the warehouse space and what part that forms of this rent received. 
It is all included in the operations of the business and that is the total loss 
to date. | 


Me Monet: 
D. Donnez-leur done l’explication, monsieur Vézina. Avez-vous un mot 
4 dire la-dessus? C’est le temps de le dire. 


M. Véztna: Le seul mot d’explication que je vois la-dessus, c’est que, 
depuis trois ou quatre ans, tout son effort tend a étendre son commerce; alors, 
il a beaucoup de frais d’exploitation. Je regarde l’an dernier, rien que les frais 


d’expédition s’éléveraient a... 


Le président suppléant: 

D. Mais les calculs de M. McGregor vous paraissent-ils exacts?—R. Oui, 

je crois que c’est pas mal correct. . 
D. La conclusion qu'il tire, est-ce qu’elle est exacte? Est-ce qu’il est 
exact, d’aprés vous, qu’il y ait eu une perte de $31,000? : 
M. Lesace: Non. pas $31,000, $4,000... Bien, si l’on tient compte des” 
entreposages, mais on ne peut pas en tenir compte. a 


Le président suppléant: 
D. Alors, sans en tenir compte, il y aurait eu une perte de $4,000? 
M. Vizina: Oui. @ 
M. Lesace: Oui, mais je crois qu'il faut toujours baser ca sur sa valeur 
d’augmentation de capital. 
M. Bovupriss: Maintenant, l’ouvrage que l’on fait et l’ouvrage que les. 
maisons comme nous font, il y en a qui ont mangé des centaines de mille dollars 
et, nous autres, on essaie de faire cela tout seul. 


M. Beaudoin: | 

D. Sans subvention du Gouvernement?—R. Oui, sans subvention du Gou- 
vernement; et on traite nos hommes et nos habitants le mieux que l’on peut, 
on cherche & leur donner tout l’argent possible pour leurs produits. 


Me Monet: é 

D. En d’autres termes, vous essayez d’établir un autre marché?—R. Oul, 

on essaie d’établir un marché qui ne cofite rien ni au gouvernement provinci: 
ni au gouvernement fédéral... 
D. En vous contentant de profits raisonnables, méme 4 perte dans certain 
oceasions, et vous espérez réussir & vous batir une affaire qui, un jour, po 
vous rapporter de l’argent?—R. Oui, et qui va bénéficier aussi & bien du mo 
de 100 & 150 jardiniers, je peux aller les chercher n’importe quand; et, aujou 
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d’hui pour demain, si j’ai besoin de finance, j’ai rien qu’A me retourner du 
coté de mes habitants et je vous demande de me donner rien qu’une heure et, 
dans une heure, ils m’auront donné une lettre de crédit de $100,000. Alors, il 
ne faut pas que je les aie maltraités, pour cela. Cela me prend rien qu’une 
_heure pour avoir une lettre de crédit de $100,000; c’est parce que je distribue 
leurs marchandises et que je veux leur ouvrir des marchés pour vendre leurs 
marchandises. Et nous autres, on ne demande pas d’argent au gouvernement. 
Vous avez d’autres organisations ici, dans VOntario, qui vous cotitent beaucoup 
d’argent; on vous a demandé des subventions de toutes sortes et on vous en 
demande tout le temps. 


M. Beaudoin: 

D. Le gouvernement fédéral n’a pas donné de subventions semblables & 
des organisations de la province de l’Ontario; c’est le gouvernement provincial. 
; M. Bouprias: Pour des coopératives. Ce n’est pas mal, je ne les blame 
pas, mais. .°. 
: M. Beaupoin: Ce n’est pas le gouvernement fédéral, c’est le gouvernement 
provincial de l’Ontario. 
| M. Bouprias: Oui, c’est le gouvernement provincial, pardon. 
M. Lzsage: Les octrois pour l’agriculture ne relévent pas du pouvoir central. 
M. Martin: Vous devriez vous adresser & M. Duplessis. 
Me Monet: Je n’ai pas d’autres questions A poser au témoin. 
M. Bouprias: La maniére dont vous avez travaillé l’affaire pour les choux, 


la minute que vous venez & travailler comme cela dans les autres domaines, 
cela fait 100 p. 100 l’affaire. On veut bien que le consommateur soit bien traité 
et on ne demande qu'un peu de protection, on demande que tout soit fait avec 
justice. Que l’on nous donne un peu de protection comme cela et on sera 
satisfait. 

Le Présipent SuppLéanr: Ceci termine votre témoignage et je tiens & vous 
féliciter, au nom des membres du comité, du zéle que vous avez déployé dans 
Lédification de votre entreprise. Je constate, comme les autres membres du 
‘comité, que vous n’avez réalisé dans cette entreprise que des.profits raisonnables 
et je vous souhaite plein succés. 


M. Bouprias: Je vous remercie beaucoup, messieurs. 


(See Appendix for English translation.) - 


Arthur Crelinsten, President and General Manager, Crelinsten Fruit 
Company, Montreal, called and sworn. 


By Mr. Monet: 

Q. Will you give us your first name, please?—A. Arthur Crelinsten. 

Q. Your private address?—A. 5029 Grosvenor Avenue, Westmount. 

Q. You are attached to the Crelinsten Fruit Company?—A. I am the 
president and the general manager. . 

Q. What is the address of Crelinsten Fruit Company?—A. 1665 Trudel 
Avenue, Montreal. 
| Q. Would you tell us when the company started its operations?—A. Crelin- 
sten Fruit Company started in May, 1941. 
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_ Before I put any more questions, Mr. Chairman, I would like to file 
as Exhibit 116, the questionnaire which has been prepared by Mr. Crelinsten. — 
I am now showing you a questionnaire which you have answered and I take it 
that you accept this as being the information supplied by your company, 1s — 
that right?—A. Yes sir. 

Mr. Mons: This will be filed as Exhibit 116. 
Exuisir 116: Reply to questionnaire filed by Crelinsten Fruit Company. 


Exhibit 116 | 

STATEMENT, 1—GENERAL INFORMATION | 

PRELIMINARY INFORMATION—FRUIT AND VEGETABLE INQUIRY ~ 
| 


1. Name of company: Crelinsten Fruit Company. 
9 Address of head office: 1665 Trudel Avenue, Room 80. 


3. Date commenced business: 1940. 

4. Names and addresses of parent, subsidiary and affiliated companies: — 
Crelinsten Cartage, 1665 Trudel Avenue, Room 80; Plymouth Produce Com- : 
pany Lid., Grand Falls, N.B.; Produce Packaging Company, 500 Cote de Liesse — 
Road; Crelinsten Realties Company, 1665 Trudel Avenue, Room 80; Peerless 
Fruit Company, 1709 Notre Dame Street West; Richmount Investment Com- 
pany, 1665 Trudel Avenue, Room 80. 4 

5. Names and addresses of officers and directors or partners: Arthur Crelin- 
sten, President, 1665 Trudel Avenue, Room 80; Russel Crelinsten, Vice-President, 
1665 Trudel Avenue, Room 80; Charles Crelinsten, Secretary Treasurer, 1665 ; 
Trudel Avenue, Room 80. q 

6. Location of branches, warehouses and other places of business: (including — 
those of subsidiary companies engaged in the fruit and vegetable trade) : Crelin- 
sten Cartage, 1665 Trudel Avenue, Room 80; Plymouth Produce Company Ltd.,_ 
Grand Falls, N.B.; Produce Packaging Company, 1665 Trudel Avenue, Room 80; — 
Peerless Fruit Company, 1709 Notre Dame Street West. 
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Mr. Monst: I will ask that this be distributed to members of the committee. 

_ At the same time they will be supplied with a table which has been prepared for 
easy comparison of figures, in the same way as the material has been prepared 
by other witnesses. : 


By Mr. Monet: 


Q. Now, Mr. Crelinsten, is there any parent company or subsidiaries to your 
company ?—A. We have listed them on the form which we sent down. We have 
given you a list of our affiliated companies. 

Q. They are all operated for the benefit of Crelinsten?—A. No, they are all 
separate corporations. 

Q. They are all separate corporations?—A. Yes, sir. 
Q. And they are all listed on this exhibit 116?—A. That is correct, sir. 


By the Acting Chairman: 
Q. Are they all chartered companies?—A. Yes, sir. 


By Hon. Mr. Martin: 


Q. Is the witness the president of the company?—A. Yes. I am president 
of the Crelinsten Fruit Company. 


By Mr. Monet: 


Q. Would you name the presidents of the other affiliated companies ?— 
A. I am the president of every one of them. 

Q. Is the bulk of the shares of these companies owned by the Crelinsten 
Fruit Company?—A. No. 
. Q. It is not?—A. No. 

Q. They are also operated as separate companies?—A. Separate companies 
under separate charters 


Hon. Mr. Martin: You mean the companies in Montreal are all separate 
companies? 

The Witngss: Yes, sir. 

Mr. Lesace: But they are all owned by your company? 

The Wirness: Yes, sir. 


By Mr. Monet: 


Q. You are the president of each and every one of them?—A. Yes, sir. 
_ Q. And the officers of the Crelinsten Fruit Company are the same officers 
as are shown for the other companies which are listed here, and you are also the 
manager and president of each of those companies?—A. No. They are all the 
‘same officers. 
_ _ Q. So we can take it that the officers of the Crelinsten Fruit Company, 
including yourself as president, are the officers of the other affiliated companies? 
—A. That is correct. 


Mr. Mayuew: Is the statement attached a consolidated statement of all 
the companies? 


Mr. Monet: I do not think so, we just asked for Crelinsten Fruit Company. 
Mr. Lesace: Have the companies been formed for some time? 
The Witness: The Crelinsten Fruit Company, as I said before, was formed 


on May 18, 1941; and then, subsequently, these companies were formed. May 
I just have a copy of that, please? 


Mr. Lesace: When the corporate income tax was going up? 


Toh ots 


3194 . SPECIAL COMMITTEE 


The Wrrness: That was not the reason for it. If I might explain why we 
did that, I would be glad to do so if anybody is interested. 

Mr. Monet: Do that, please. ' 

The Wirness: Our firm, Crelinsten & Sons, started in 1918, and we developed 
to a quite extensive business which included real estate, and then we had two 
semi-trailers operating between New York and Montreal. In 1937, we got 
into financial difficulties and we had to reorganize, and in the light of that 
experience I made up my mind that the Crelinsten Fruit Company, the company 
operating the produce business, would never handle anything other than liquid 
capital. I did not want to have any frozen assets to get us into the position in 
which we found ourselves in 1937, again. As I said, we had too much of our 
capital tied up in frozen assets bought for the purpose of the business. We then 
decided that our new organization would be made up of units each of which 
would operate within its own capital, and each of these companies was formed 
separately. 


By Mr. Monet: 

Q. And these companies, as I understand, all do the same kind of business, 
they are engaged in fruits and vegetables?7—A. Well, if I can give one word more 
of explanation— 

I wish you would. This is the proper time—A. My advisers in this 
particular instance were our accountants, Messrs. Laurenz Belanger and 
associates. 

~Q. And all these companies were operating the same trade, fruits and 
vegetables?—A. No. 

Q. You have listed them all on your statement?—A. Yes. 

Q. Would you tell us which of the ones are operating in fruits and vege- 
tables?——A. The Plymouth Produce Company is operating in Grand Falls as a 
potato shipping company. It handles the carload potato business. The Produce 
Packaging Company, organized about a year ago, was organized for the purpose 
of developing a consumer package on tomatoes—a cellophane wrapper package 
—which has been in operation since we started the program, but now it cannot 
get tomatoes. The Peerless Fruit Company— ; 

Mr. Mayuew: What about the Crelinsten Realties Company? 

The Wirness: You ask me about those engaged in the produce business. 
I will explain them all. The Crelinsten Realty Company was a company 
organized for the purpose of building the plant for the Produce Packaging 
Company which is located at 500 Cote de Liesse Road. 

Mr. Mayuew: Was that holding company organized to handle the real 
estate end of your business? 

The Witness: No, it is a separate company. I might go back to the first 
one then and tell you about the Crelinsten Cartage. It handles the cartage and 
supplies trucking and delivery service for our entire operations, and they handle 
the cartage for the Crelinsten Fruit Company and all other operations we have. 

Mr. Mayurw: Does it do any outside business as well? 

The Witness: No, Crelinsten Cartage handles cartage and deliveries from 
Crelinsten Fruit and the other companies. 

Mr. Fieminc: They do not do any outside business? 

The Wirness: No. 

Mr. Fiemine: You are not common carriers, in other words? 

The Witness: They are not common carriers. They are contract carriers. 
We have a licence from the Quebec provincial authorities as contracting carriers 
for provincial operations. 

Mr. MayuHew: Do they make a profit? 


: 
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The Witness: Yes, sir. The Peerless Fruit Company is a company which 
handles imported produce, and that company has not been operating since 
November 17, because their business was entirely imported merchandise, special 


Items from New York City, Boston and Florida—highly perishable commodities 


which are now excluded under the ban, so we are not operating at present. 
= ae Lesage: When it was operating was it selling produce to Crelinsten 
ruit? 

The Witnxss: No, this company was selling to the retail trade in the city 
of Montreal and to the chain stores. 

Hon. Mr. Martin: It is not operating now at all? 

The Wirness: No, sir. 

Mr. Mayuew: But they did make profits up until November 17? 

The Witness: Yes. 


Mr. FLteminc: You mean they went out of operation when the embargo 
was placed on? 

The Witness: They ceased operating. They could not get the merchandise 
as it was all imported merchandise. 

Mr. MayHew: But you would still have the quota to which you were 
entitled, would you not? 

The Wirness: Yes, they could get their quota; but, unfortunately— 

Mr. Mayuew: Did you take over their quotas? 

The Witness: No. Unfortunately the Department of Agriculture has a 
ruling in which they say that you are supposed to bring in three commodities 
in each truckload. In other words, you could not contract for one commodity 
and it has been extremely difficult to assemble a shipment out of New ‘Yorks 
so this company is not operating, and as our quota was very small because 
demands were mostly for special items—they included such things as oranges, 
grapefruit and highly perishable merchandise. 


Mr. Kuutu: Is that a dominion or provincial regulation? 

The Witness: That is dominion. 

Mr. Fiemine: How long has it been in effect, to your knowledge? 

The Wirness: I should think about eight months. 

Mr. Fiemrine: So it actually went into effect about the same time as the 


ceiling? 


The Wrrness: About the same time. 


Mr. Kun: What is the exact nature of that regulation which says that 
you have to have three items in a load? 

The Witness: In the amended regulations which they put into force at 
the outbreak of the war—previous to that we were allowed to buy rolling cars, 
and a rolling car—perhaps you gentlemen are not familiar with that—say a 
car of merchandise could not be disposed of at shipping point—for instance, the 
growers in California in the Imperial valley might start 200 cars of produce 
rolling to a certain central delivery point and when the cars got there let us 
say they would only find a market or a sale for 150-of them and the other 50 
would start rolling a certain distance east to points in the United States and 
Canada. Previous to the war we could buy a car of merchandise two or three 


‘days away from Montreal. When the war started they put in a law prohibiting 


that continuing. They said it tied up too many refrigerator cars, so we had to 
buy all our merchandise at shipping point whereas we used to be able to order 
say 25 hours after the car had been shipped. Well, that more or less gave the 
trucking industry, or the people handling the trucking business a great edge 
over the car lot dealers, because the trucks would be able to buy at New York 


into the Canadian markets and would be able to hurt the direct price because 
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-the market under those conditions Buniated very greatly; so the: Cantediaes 
Wholesale Fruit Association asked the Department of Agriculture to put through 
a law that in the intermediate market you were not allowed to bring in any 
truckloads unless you had, at first it was 5 commodities, and when the embargo 
came on they changed that to 3 commodities. Is that clear? 
The ActiInac CHAIRMAN: We will adjourn until 4 o’clock. 
Hon. Mr. Martin: There will be a meeting of the steering committee at 
3.30. 


The committee adjourned to meet again today at 4 p.m. 


AFTERNOON SESSION 


The committee resumed at 4 p.m. 
The Cuatrman: All right, Mr. Monet. 


Arthur Crelinsten, President and General Manager, Crelinsten Fruit 
Company, recalled: . 


By Mr. Monet: 
Q. Mr. Crelinsten, I think you had reached the last subsidiary company 
mentioned on statement 1, exhibit 116, the Richmount Investment Company. 
Would you tell the members of the committee what that company brought in? 
—A. The Peerless Fruit Company is located in a building in the heart of the 
produce district, and one of our competitors was trying to buy the building, so_ 
we organized the Richmount Investment Company and bought that buildingd 
this last January. 
@. And what are its operations?—A. Just a realty company. 
Q. Just a realty company?—A. That is right. ; 
Q. I also notice on this statement No. 1 that you have a certain number of 
branches?—A. Certain what? 
Q. A certain number of branches or warehouses, the Crelinsten Cartage 
Company. What is that?—A. I explained that was a company which handles: 
the trucking for all our operations. 
Q. And the explanation you gave about the Plymouth Produce Company 
and the Produce Packaging Company and the Peerless Fruit Company refers 
to your branches or warehouses?—A. That is right. | 


By Mr. Lesage: 
Q. Before you leave that page in paragraph No. 5 you have the names and 
addresses of officers and directors or partners. You do not all live in room 80? 


—A. No, that is our office; that is the office in the Produce Terminal Building at 
1665 Trudel. 


Q. You do not live there?—A. No, we do not. 


By Mr. Monet: 
@. I understand you have said that you are the peas of all of these 
companies?—A. Yes. . 


oy And the directors are the same for every one of them?—A. That is 
correc 


. Q. Mr. Russel Crelinsten is the vice president; is he any relation of youn 
—A. My brother. 
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_ Q. And Charles Crelinsten?—A. He is also my brother. 
Q. So it is you as president and your two brothers as vice president and 
secretary treasurer of the Crelinsten Fruit Company, and all the other companies 
affiliated are subsidiaries of the Crelinsten Fruit Company?—A. That is correct. 


By Mr. Lesage: 
Q. Are you the only shareholders?—A. Yes. 


By Mr. Monet: 


be (). Now, Mr. Crelinsten, you have been asked to answer a certain number 
of questions put in a questionnaire only as far as the Crelinsten Fruit Company 
is concerned.—A. That is right. 

~ Q. From now on my questions will deal only with the Crelinsten Fruit 
Company. Would you give the members of the committee the nature of the 
operations of the Crelinsten Fruit Company? What does that company deal 
-with?—A. We are engaged in the general fruit and produce business in the 
‘capacity of carload distributors and wholesale dealers. 

~  Q. Only in fruits and vegetables, or any other produce?—A. That is all. 

' Q. Just in fruits and vegetables?—A. That is right. 

QQ. I suppose that you deal both in domestic and imported fruits and 
vegetables?—A. That is correct. 

_._ Q. Can you give the proportion of your dealings as between imported and 
domestic produce?—A. Based on our turnover I would say imported fruits and 
roduce comprise at least 90 per cent of our total business. 

 Q. You say importations?—A. That is right. 

Q. Would be 90 per cent?—A. That is right. 


Mr. Maysanx: In this case does importation mean from a foreign country? 
_ Mr. Moner: That is what I was going to ask. 

es By Mr. Monet: 

~  Q. When you refer to importation, it has been said here that sometimes in 
this fruit and vegetable business you use the word “importation” as from one 
province to another. Do you mean importation from foreign countries or from 
one province to another?—A. From foreign countries. 

ae Q. So that only about 10 per cent of your dealings would be with domestic 
produce, meaning Canadian produce?—A. Yes. 

_ Q. And 90 per cent from foreign countries?—A. That is correct. 

| Q. Now, as to the domestic produce do you store any of the domestic 
‘produce, or do you purchase it outright and sell it as soon as you purchase it? 
—A. We purchase practically all of our merchandise and dispose of it just as 
Mrickly as the market will take it. 

__ Q. Do you store any domestic produce?—A. We might unload some mer- 
chandise in order to save demurrage charges, or keep it in good condition, but 
take it out just as soon as we have a sale for it. 

— . How long could that be?—A. I would say the most that we would have 
anything on hand would be anywhere from three or four days to possibly, on a 
‘commodity like apples or pears or California grapes, three or four weeks. 

— Q. Would that be just for those fruits you have just mentioned?—A. That 
is correct. 

— Q. Dealing with domestic produce you would not carry in storage any large 
(quantity of vegetables or local fruits?—A. Practically none. 


| 3 By Mr. Thatcher: 


| ae ’ Q. I wonder if you would enlarge on that. I do not understand why in your 
‘business 90 per cent of the produce would be imported on these particular items, 
1 wonder if the witness could give us an explanation why it is so high. 


> 


| 
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Mr. Mayspanx: These items that are dealt with on statement 2? 


Mr. Tuatcuer: Apples and celery and potatoes. You would think thos 
things could be produced locally, and I wonder why such a large percentage 
would be imported. 


The Wrrness: I agree with you, but I qualify it by stating that of our vol- 
ume, which is approximately $4,000,000, 10 per cent of that is domestic, which 
is $400,000. Now, our volume of sales of domestic vegetables consists of carrots, 
cabbage, celery, apples, and would not run over possibly $300,000 or $400,000. 

Q. Most of your business is like a specialty business, oranges?—A. No, not 
specialty; I believe we handle the most complete line of fruits and vegetables of 
anybody in Montreal, but our source of supply the greatest part of the year is 
from the United States. : 

Q. And has to be, does it?—-A. That is correct. 

Q. You have no opportunity of buying most of it locally?—A. In certain 
seasons, you see. ‘ 


By Mr. Monet: 


_ Mr. Crelinsten, while we are on the subject, to follow up the question 
out of the total of close to $4,000,000 for your last fiscal year why is it that you” 
did not handle more domestic produce than you say you did? Most of the other 
companies that have appeared here have had larger dealings in domestic produce 
than you seem’ to have had. Would there be any special reason?—A. To start 
with, if you would not mind me taking a few minutes to give you a clear picture 
on it, some of the houses you have investigated here were from Toronto, which 
is the heart of the celery district in so far as eastern Canada is concerned. In 
addition to that on account of the proximity to Toronto of the Niagara fruit belt, 
which is the fruit producing section in Canada for eastern Canada, they would 
get a greater proportion of that merchandise than we would. When you examined 
Mr. Boudrias this morning he is in the capacity of a grower. As to Parent, Goyer, 
while they do an extensive business, theirs is primarily an import and jobbing 
business, and I have stated that our business was general produce, carload dis- 
tributors and wholesale dealers. You have not got very much scope to distribute 
Ontario small fruits because the shippers handle that themselves. We do no 
speculate on Canadian celery. For that reason that has been a very small de 
of ours. To give you an illustration I had my office manager take off some figure 
for me, and on November 17 our stock on hand of Ontario celery was 39 boxe 
Our stock on hand of domestic onions was 584 bags. Our stock on hand of 
Canadian carrots was none, and our stock on hand of domestic cabbage was none. 


By Mr. Maybank: 


Q. There is nothing unusual about that on November 17 from other times? : 
A. That is correct, because we do not deal extensively in. those commodities. ~ 


By Mr. Thatcher: 


Q. In view of the restrictions I suppose your business will be more domestie 
than it was formerly, in percentage?—-A. Well, our business since the restrictio 1S 
were put in force has been cut down approximately 75 per cent. 

Q. But the domestic proportion of your business will be greater?—A. Sur 
because if we had $400,000 against $1,000,000 it. would run about 40 per cent. 


By the Chairman: 


_ Q. Did you read the brief of the vegetable producers association?—A. 
sir; you mean Mr. Robinson? 
Q. Yes—A. No. 
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By Mr. Thatcher: 

Q. Did you say your business has been cut down 75 per cent?—A. Yes, sir. 

Q. By the restrictions?—A. Yes, sir. 

The CHAIRMAN: That is why I asked him if he had read the vegetable pro- 
ducers association brief. It might be worth while, Mr. Monet, if the witness 
could have that over night and be asked his opinion. 

The Wirness: Well, I have an idea of what Mr. Robinson might have said 
even without reading it. 


By the Chairman: 

Q. Do you agree with what he might have said?—A. Well, I will put it this 
way, there are certain periods of the year when the Canadian producer can supply 
the Canadian market with a certain proportion of certain varieties of fresh fruits 
and vegetables. 
| Q. Apart from things like oranges, can he not produce everything that is 
necessary to health?—A. No; I will tell you why, because we have not got the 
¢elimatic conditions here to do that. 

Q. I may say you disagree with the nutritionists of the Department of 
Health and Welfare?—A. I would not say I disagree. I am not a qualified 
nutritionist. 

By Mr. Monet: 
— _Q. Now, in the domestic handling of goods do you purchase them outright 
or do you sell them on a commission basis?—A. Ours I would say is 99 per cent 
purchased outright. 

Q. That would be 99 per cent of the 10 per cent?—A. That is correct. 
| Q. So that we can take it you do not deal on a commission basis at all?—A. 
That is correct. 

Q. Now, to whom do you sell the goods that you import or your domestic 
produce that you purchase outright? To whom do you distribute that produce?— 
A. You are confining yourself to domestic now? 

Q. Both of them, all your operations?—A. Well, our operations, as I have 
said before, are as carload distributors and jobbers. In the capacity of carload 
distributors we sell at one time or another to practically every market from 
Ontario right down to Prince Edward Island, and in the United States at times 
we sell to a great variety of the American cities. In addition to that, in our 
capacity as wholesale dealers we sell all the general stores in the city of 
‘Montreal, part of their supplies and we cater to about 400 or 500 retail stores 
plus about 40 or 50 truck jobbers. | 


By Mr. Maybank: 


_ Q. Do the words “carload distributor” mean one who endeavours to sell a 
2arload lot at a time, or one who buys a carload lot and sells it in different 
dlaces?—A. A carload distributor is one who sells it in carload lots. In other 
words the business of carload lot distributors is that of buying by the carload 
ind selling by the carload both. 

___ Q. In that case the nature of the business is to get a car and without handling 
tin any way to dispose of the same car loads, generally speaking?—A. Well, 
vhen you say without handling I assume you mean without breaking it up. There 
$a considerable amount of handling in disposing of a carload. I mean, you have 
0 negotiate your sale and where to place it and there is much work of a different 
1ature. 
__ Q. I mean there is not a physical handling of the contents of the car?—A. 
That is right. 

_ Q. I appreciate you would have to negotiate and do all that sort of thing?—A. 
Chat is right. 

yoo 1—4 
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ve By Mr. Monet: e 
Q. Now I would like you to turn to statement 4 of Exhibit 116. Mr. Chair- 
man, I notice this does not bear the heading “Statement 4”. In here they set. 
out statement 1, statement 2, and statement 3, but I just noticed that state- 
ment 4 has not been put there. Witness, I understand your fiscal year ends on 
January 31.—A. Yes. 
Q. So that the figures we see on the last column under the year 1948, that — 
would be actually 1947?—A. Yes. : 
Q. And including January, 1948?—A. That is correct. 
Q. Would you give the members of the committee the volume in dollars of © 
your sales for the year 1941?—A. $142,388. ' 
Q. Then, of course, as you said this morning this includes only the operation 
of the Crelinsten Fruit Company?—A. That is correct. That is also from the © 
15th of May. As I explained this morning, the Crelinsten Fruit Company was 
organized on the 15th of May. 
_ Q. And all the figures are for the Crelinsten Fruit Company and have nothing — 
to do with subsidiary companies?—A. That is correct. i 
Q. Will you give the total amount for 1948?—A. $3,988,007. 
Q. By the comparison of those two figures you have just given one can see 
that the business of your company in sales has increased by something like ~ 
seventy-five times in this period of seven years. a 


By Mr. Maybank: 
Q. Hardly that. I understand that in 1941 the figure did not represent the 
whole year?—A. No, because we started business on May 15. g 
Q. Well, from May to January 31 is not twelve months?—A. No, it is half a 
year. 3 
Q. We have left out of the first year the months of February, March and 
April, therefore the $142,383 would appear to be three-quarters of a year’s” 
business?—A. Yes, sir. q 
Mr. McGrecor: Why not take it for 1942? ; 
Mr. Fiemine: Would it not be fair to take it for the first complete year? 
By Mr. Monet: 
Q. In 1948 I see that your operating profits before income tax were 
$29,545.72’? A. That is correct. a 
Q. And I also notice under the heading of “Executive or partners’ salaries” 
that there has been an increase of a little over $7,000 as between the years 
1947 and 1948. Now, would you tell the members of the committee how many 
executive or partners’ salaries were raised to account for this increase?—A. Th 
increase in the executive salaries was only one, mine. 
Q. Just your salary?—A. Yes. ; 
Q. So in 1948 you did increase your salary at a little over $7,000?—A. It 
wasn’t an increase, but was a bonus given on account of the year’s operation. 
Q. Why did you feel like taking a bonus that year? I understood you to 
say a few moments ago your operation was of lesser volume than the year 
before?—A. No, I said after November 17, due to the ban, the volume had 
dropped. ; 
Q. How do you account for taking a raise of a little over $7,000?—A. Ti 
directors, who happened to be my brothers but nevertheless they are th 
directors, in their opinion they figured T was entitled to a bonus on the year 
operation considering the small salary I have been drawing. 
Q. And they voted to raise your salary by $7,000?—A. That is right. 


By Mr. Fleming: 
Q. Was it raised in salary?—A. No, it was a bonus. 


= 
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Q. I asked you that because you seemed to assent to Mr. Monet’s last 
question. He asked you about a raise in salary ?—-A. I corrected him and said 
that that was not a raise in salary but a bonus. 

. Q. And you are on the same salary that you were a year ago?—A. Yes. 


By Mr. Monet: 


Q. Now, according to the questions in the questionnaire, it was mentioned 
as a salary, but you corrected that and you say it is a bonus?—A. That is right. 


By Mr. Maybank: 


Q. I suppose from the point of view of income tax it is & salary?—A. I 
have to declare it as a salary. 
Mr. Fiemine: The point is as to whether it would be continuing. 


By Mr. Maybank: 


Q. That is right. You may not get the $7,000 at the end of 1949?—A. | 
do not expect to get it. I hope so. 


By Mr. Monet: 


Q. Now, coming to the next item, “Other salaries and wages”. I sce there 
is an increase of close to $15,000 between 1947 and 1948?—A. The exact figures 
I had my office manager put down is an increase of $11,338.23. 

Q. So that the figure given here on this statement is not correct?—A. That 
is correct. 

Q. You have for other salaries and wages for 1947, $35,619—A. I am 
sorry. I was looking at something-else. Which one do you refer to? 

Q. “Other salaries and wages” right below, “Executive or partners salaries”. 
Between 1947 and 1948 there is an increase of fifteen thousand, eight hundred 
and something—A. That is taken care of by the fact that there were increases 
in salary throughout our entire staff. 

How many employees have you got?—A. Twenty-five. 

Q. There was no increase of employees during the last year?—A. We might 
have taken on some employees. 

Q. Then it would be either that you have a larger number of employees 
or a raise in the salary of former employees?—A. That is correct. 

Q. Now, in other operating expenses there is a difference of close to 


% $12,000. Will you tell the members of the committee what accounts for this?— 
_ A. Yes, I asked my office manager to give me the figures on that and it is 


accounted for in this manner: $5,195.84 is an increase in cartage; $1,971.52 is 


an increase in advertising and charitable donations; $1,964.81 is an increase in 
_ our telephone bill; $1,353.69 is an increase in our stationery and printing; 


_ $393.76 is an increase in postage and excise, and $458.61 are accounted for in 


the matter of general expenses such as unemployment insurance, taxes and 
smaller disbursements like that, which make up a total of $11,338.23. 


The CuHarrman: I am glad that you referred to taxes as small disbursements 


Mand things like that, 


Mr. Fieminc: These would not be Dominoin taxes, would they? 


4) The CHarrman: I was quite sure, Mr. Fleming, that you could not resist 
making an observation on income tax. 


Mr. Fremine: We are very allergic to the subject of income tax. 


By Mr. Monet: 
Q. The operating profit for 1948 was $29,545.722?—A. That is correct. 
Q. Would it also be correct to say that this operating profit before income 
tax of 1948, or rather for the last fiscal year, was the highest operating profit in 
the history of the company?—A. By a very small margin because in 1946 we 
“made about $4,000 more. 
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Q. But still it is the highest?—A. That is correct. 

Q. It is a little over $13,000 with regard to the previous year?—A. That _ 
is correct. . Yi 

Q. Before leaving this statement I also see that your gross profits to sale is 
4-41 per cent?—-A. That is correct. 

Q. Which is also the largest gross profit to sales made by your company 
since its inception?—A. That is correct. 

Q. Before turning to statement 5 would you tell the members of the com- 
mittee if you did receive any bonuses from all the other companies that you 
are president of ?—A. No. 


By Mr. Thatcher: 

Q. Before you leave that page I should like to ask one question. This page 
says that the gross profits to sales was 4-41 per cent. I would like to know the 
invested capital again of the business and relate the profits to the invested | 
capital. Can you give me that?—A. I could, Mr. Thatcher, but I would like to 
ask you to not insist on that because I would very much dislike to have our 
competitors know too much about us. If you insist I have no alternative but 
to give you this. 


By Mr. Maybank: 

Q. This being a private company?—A. Yes. As a matter of fact, my own 
views, which might differ from yours, is that the question of capital investment 
in our business really is not a factor. The factor is the amount of volume that 
you do and the amount of credit that you can secure. ; 


By Mr. Thatcher: 


Q. I do not want to embarrass you. Other witnesses have answered that 
question. The only thing I would like to know is whether you made $29,545 on 
a small capital or on a large capital investment. I think that is of some rele- 
vance?—A. Again, I say, Mr. Thatcher, I do not want to be at variance with you, 
but I really would appreciate your not asking me as to whether it is a small — 
or large capital for the very reason that I have explained. Now, in our business I 
have seen firms who had a half-million dollars in that business and they wound 
up by losing $100,000. I have seen firms that do not have five cents. As a matter 
of fact, in 1941, when we started, I could have gotten from our connections in 
the United States without any difficulty a quarter of a million dollars with 
which to do business, so the amount of capital investment in the produce busi- 
ness I do not believe is material, and I would appreciate it if you would not insist 
on my divulging that. 

Mr. THatcuer: I will not insist, but I would like it. 


ey et et ee ae a , ‘ 
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By Mr. Fleming: = 
Q. The next highest year to 1948 in terms of per cent of gross profit to sales 
was 1942, 4-16 per cent?—A. That is right. a 
Q. Have you any comment on that at all, Mr. Crelinsten?—A. Well, I~ 
cannot remember that far back. I am very sorry. ! 
Q. I just wondered if there is any particular comment on it?—A. No, I — 
cannot remember that far back. % 
Mr. McGrecor: Could you put on the record a complete breakdown of this — 
one item here, other operating expenses? 
Mr. Monet: The one for 1948, $76,000? 
Mr. McGrecor: Yes. 


Mr. Monet: Do you want a breakdown for every year? 
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Mr. McGrecor: Say the last two years. 


By Mr. Monet: 

Q. Could you give that breakdown of other operating expenses?—A, I 
cannot give it now, I have not got it with me. 

@. Could you supply the members of the committee with the information ?— 
A. I believe I could. 

Q. Have it sent down to me for those last two years, 1947 and 1948—A. 
What was it, exactly, you wanted? 

Q. The two fiscal years ending J anuary 31, 1947 and 1948, for other operat- 
ing expenses—that is what you want, Mr. McGregor? 

Mr. McGrecor: Yes. 

The Wirness: It would be for 1946 and 1947 because our year ends—it is 
the last two you want? 

Mr. Moner: Yes. 

The Wirness: You want a breakdown of other operating expenses. 


Mr. Maysanx: Just on that point, we have had letters similar to that come 
back at times. What has been the policy, has the information been read into 
the record? 

Mr. Moner: Well, in the butter investigation there were a few read at the 
end of the last session of the butter investigation. I read them into the record. 
Mr. Maygpank: We have not asked for very many. ° 

Mr. Monet: This is the second one in this inquiry. We have requested 
Mr. McCallum of Winnipeg to send one. 

Mr. Mayzank: It would be read into the record when it comes back? 

Mr. Moner: ‘That is what I intend to do, so far as I am concerned, 


By Mr. Monet: 


Q. Would you turn to page 5 and explain to the members of the committee 
why you did not supply counsel with the information requested as to monthly 
operations for 1946 and 1947 and the first three months of 1948?—A. Well, as 
you will notice, our approximate turnover per month is about $370,000. Now, 
in order to have that turnover we have fifty to seventy-five carloads of merchan- 
dise rolling from various points in the United States all the time, California, 
Texas and Florida. We cannot determine at the end of the month what the 
value of those will be. If we started to take off a monthly statement, by the 
time this merchandise came in our figures might be so many thousands of dollars 
better off or so many thousands of dollars worse off. We have never taken such 
a statement off because we never found it of any benefit to us in judging our 
- business. 

Q. So, it is impossible for you to do so because of your system of account- 
ing?—A. Well, you see, it would give you a distorted picture because if we took 
in our rolling inventory at a certain figure, there might be a variance of 15,000, 
20,000 or 30,000 dollars in it. 


By Mr. Thatcher: 

Q. Mr. Crelinsten, could you estimate or could you make any guess as to 
how much of the profit you made came after the ban, between November 15 
and the end of the year? One company which was before us suggested a very 
large portion of their profits last year came in that period. Would the same be 
true of your company?—A. No, I ean give you an idea. As a matter of fact, 
we were one of the rare companies that really suffered after the ban because we 
had 25 carloads of California grapes bought. Twelve of them were paid for. 
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We had difficulty in getting them and we spent considerable money in getting 
them in. Those six cars we got in made us about $3,000 but the six cars we 


had to dispose of in the United States lost us about $10,000, plus the loss we © 


took on the other 12 cars. 
Our profit in the year 1947 was made on a few deals last March and 


April. The tomato market, the imported tomato market was very good. The | 


Texas crop was late and the Florida crop was through. Cuba had a poor 
‘season on tomatoes. It was a continuous advancing market as we bought and it 
showed a nice profit. 
_ Are you telling the committee you did not make any undue profits in 
the latter part of, November and December?—A. That is correct. 


Mr. Maysanx: They were one of the few companies who were hurt by it. 


The Wirness: It is easy to see. 
Mr. TuatcHer: I take your word for it. 


The Wrrness: I mentioned we had 39 crates of celery. One firm testified 
they made $60,000 in celery. We could not make any money on celery. We 
had no carrots; we had no cabbage. Our business and our overhead were geared 
up to handling $350,000 a month in business and-we were shut right off. We 
did not have the domestic stuff. 


By Mr. Thatcher: 

Q. When Mr. Robinson was here he was quite bitter, it seemed to me, about 
some wholesalers who refused to buy domestic produce. It seems to me to get 
back to that again, there might be some way by which companies such as yours 
could buy more on the domestic market. Would you not be subject to some 
of the criticism Mr. Robinson made?—A. Definitely not, and I will explain it to 
you. I will give you a picture of the Montreal market because I do not know 


Toronto. I never operated there. In Montreal, we have the Bonsecours market © 


which is a farmers’ market. -In Toronto, practice is for the growers to take 
their produce to the commission house. They sell it for the growers. The 
practice in Montreal is, with the exception of Mr. Paul Boudrias who does 
inerchandising, all the other farmers go down to the Bonsecours market and sell 
direct to the retail stores. This eliminates our operation during the domestic 
season so far as Montreal is concerned. 

Now, Mr. Robinson is talking about Ontario— 

Q. That is a different situation?—A. That is a different situation. Another 
thing; firms like ours or any other firm do not import competitive commodities 
with the domestic market. I will tell you why. In all markets, the consumer 
will pay 5 to 10 cents a pound more for domestic tomatoes when they are avail- 


able than for the competitive American tomatoes. So, from a purely business — 


point of view, to try to save our losses, we try to catch the proper time to dis- 
continue American imports. 

Q. Have you any cold storage facilities at all?—A. Personally? 

Q. Yes?—A. No. 

Q. You would not be able to get storage facilities and store some of this 
celery, tomatoes and things bought locally?—A. You cannot store tomatoes. So far 
as celery is concerned, I have never yet seen where any domestic celery can be 
kept much longer than about the Ist of January and be kept in good condition. 


If there is some, it would not be a very large quantity. Ontario does produce 


terrifically good celery during its season but so does Montreal. Beyond January, — 


we have always depended—I am talking about our firm—on imported celery. 
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If we did have storage facilities, we still could not prolong the life of the Ontario é 


celery. 
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~. So far as carrots are concerned, we do not have to store them. As Mr. 
_ Boudrias told you this morning, all farmers in the province of Quebec can produce 
% 


better carrots than the province of Ontario and produce them in sufficiently large 

_ quantities that we do not have to buy in advance. We can always buy from a 

_ grower. There are really very few commodities. 

So far as British Columbia apples are concerned, the B.C. Tree Fruits 

_ have laid down a policy they will not supply anybody more than he can sell 
immediately because they do not want us to store them. They want us to deliver 

_ fresh apples to the retail stores so they will arrive for the consumer in good 

_ condition. There really is no opportunity for storing, so far as Montreal 
is concerned. 

| Q. What apples you sell would be domestic?—A. Except, in past years, 
during the latter part of June and July. We would have to depend on imported 

_ apples because there are no domestic then. 


By Mr. Monet: 


4 Q. You referred a minute ago to the Bonsecours market. Would what you 
_ have said also be true of the Atwater and St. Lawrence markets?—-A. Those are 
~ retail markets. 
. Q. The Bonsecours market is not?—A. No. 
Q. The Atwater market is a retail market?—A. It is not a very important 
~ market. 
f Q. The Atwater and St. Lawrence markets are retail markets?—A. It is not 
very important. I am not going to quarrel with you about it. 
4 Q. When you referred to Bonsecours market you said many people pur- 
_ chase produce there. You seemed to give that as a reason why you could not 
handle domestic produce?—A. That is right. 

Q. What would be the percentage of the domestic produce purchased by 
. Montreal consumers on the Bonsecours market?—<A. I did not say the consumer 
_ bought it. I was pointing out that the wholesale houses in Toronto handle 
domestic produce. Then, I was pointing out to you that in Montreal the 
— retailer, I did not mean the housewife when I said: the retailer, I meant the man 

who runs the retail store, the retailer goes on the Bonsecours market and buys 
direct from the farmer, thereby eliminating all the commission or our speculative 
_ profit if we buy from him to try and resell. 

Q. What would you set the percentage at?—A. Conservatively speaking, 90 
_ per cent of the home grown vegetables grown around the island of Montreal are 
sold direct from the farmers to the retail outlets. 
¥ Q. On the Bonsecours market?—A. Well, using that as their outlet. In other 
words, they might take an order from a buyer and deliver it right from the farm. 
Q. When you speak of the Bonsecours market, do you mean the wholesalers 
that are dealing on the Bonsecours market?—A. No, the farmers’ market. 

Mr. Lrsace: I think the set-up is exactly the same in Quebec city, Mr. 

Monet. 


By Mr. Monet: 


Q. You say 90 per cent would be sold to retailers, taking that much business 
away from the wholesalers in the city of Montreal?—A. I am not saying they 
are taking it away, we are not entitled to it. We do not do anything for it. 

Q. That is what I want to find out.—A. That is what I am explaining. We 
do not perform any service. We are not entitled to it. 


By Mr. Thatcher: 


a Q. May I ask one more question? When Mr. Robinson was here he sug- 
gested, Mr. Crelinsten, that some of the dealers who were handling American 
goods primarily guessed badly in the past year and had to destroy several car- 
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loads of produce. Your company would not have been one of those?—A. Not 
only would our company not have been one of those, but if you will allow me — 
the privilege I would like to point out to this board that there is very, very 
little if any American produce gone bad due to the receiver’s guess on the wrong 
date of domestic stuff coming in. 
Q. Then you would say that Mr. Robinson was wrong in that allegation ?— 
A. I would say that his information was a little inaccurate. : 
; 


By Mr. Monet: : 
Q. Now, you say that you estimate your profits for the last four months to 
be lower than the corresponding four months of last year?—A. Well, I have not 
compared them for the last year. What I did say was that I did not attribute 
our profit in 1947, to the profit made in the last four months in the time of the 
restriction program, but I attribute that profit to the fact that we had an 
excellent tomato deal during the months of March, April and May, and in- 
addition to that we had several other very profitable deals, and that profit after 
November was not abnormal as far as our company was concerned; if any, it 
would be either smaller or a little less. 

Q. I see by the four last months that your volume in sales since December 20 
has been less than the corresponding four months last year?—A. I haven’t 
looked at that. 

Q. Will you look at it? 

Mr. Winters: It is not down anything like 75 per cent. 

The Wirness: Well, on November 17, we still had considerable merchandise 
going. . 
Mr. Winters: This gives your volume for March 13? 
The Wirness: That is right. 


1 


By Mr. Monet: 

Q. So the volume has come down?—A. Yes. 

Q. Would you be able to tell us if you can give an estimate as to your profits 
in percentage for these four months?—A. No, that would be very difficult. 

Q. Would you be able to tell the committee why you estimate they will be 
higher than the corresponding months of last year in spite of the lesser volume? 
—A. No, I would not care to do that. It would only be a guess, and that would 
be a very dangerous guess for me to take. , 

Q. You say it is impossible to give it? All the other witnesses who have 
come here have shown a larger profit for the last four months and that is the 
reason why we asked to have the monthly statement. You stated you could 
not give a monthly statement, but every other witness who could not supply 
a monthly statement has agreed I think that they made a larger profit than the 
corresponding months of the preceding year. Can you answer my question now, 
whether you estimate that you will or will not make larger profits for the last 
four months as compared to last year?—A. I do not think we will make as much — 
now that you have mentioned it. Yes, I recall quite well a year ago that we had 
a very, very successful deal which made us considerable money again on 
tomatoes, and I notice these past three months will not show as good a margin 
as the corresponding periods have. 4 

Q. Would you be able to supply the members of the committee with those 
figures?—A. No. As I told you, it is because it is not based on figures, it is 
based on my recollection of certain deals. 

Q. And you could not give it?—A. No. 
K Mr. McGrecor: All the others with the exception of one gave us thos 
figures. . 


x 
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Mr. Moner: And that is on the record, and one of my questions to the 
witness— 
Mr. Tuarcuer: I think they are probably up. 


The Wirness: Mr. Parent did not have them, and Mr. Boudrias didn’t 
have them, and the B.C. Growers were not able to give them to you. It all 
depends on the type of bookkeeping you set up to handle that. 


Mr. McGrecor: We have them all with the exception of Atlantic Fruit. 


Mr. Moner: I think there were two or three who did not keep a monthly 
statement, and I think there was only one who did not give the monthly profit. 


The Wirness: He gave a guess, and I have given you a guess. 
Mr. Monet: What would be your guess? 
The Wirness: I would say it would not be as much as last year. 


By Mr. Monet: 


Q. If there were any difference would it be more, or less?—A. I would not 
care to venture on that. 
Q. Would you care to make a guess on that? 


Mr. Lesace: There would not be much difference between the two of them. 
Mr. TuHAtcuer: And what difference there would be would be more. 

Mr. Lesacu: It would show up to the end of the year anyway. 

Mr. Monet: Would it show up to the end of the year, or at the end of the 


~ month? 


The Witness: No. 

Mr. Tuarcuer: Is it not a fact that it would be more if there was a difference? 
The Wirness: I would not agree with that. 

The CuarrMan: Why would it not show up at the end of the month? 

The Witness: We do not take off monthly statements. 


By Mr. Monet: 
Q. Would you refer to your statement No. 2— 


By Mr. Winters: 
Q. Just before you leave that statement 5, Mr, Crelinsten said that the 
embargo was placed on the importation of goods and his business dropped by 75 
per cent. These figures up to the end of April 10, do not seem to bear that out. 


_ I wonder if you would draw that out a little more?—A. Yes. I can explain that. 


When I said our business dropped, I did not mean overnight that it dropped 75 
per cent, because, as I explained a little while previously, our carloading require- 
ments are anywhere from 50 to 75 carloads of merchandise— 

Q. What you actually meant I think was April 7—A. No. In addition to 
that possibly we were a little optimistic and we did not think that the restrictions 
would continue as drastically as they did and we used up our quota very fast. 
The same thing has happened now for the balance of the month of May and for 
the whole of the month of June all that we have left in our quota to buy citrus 
fruits—which includes oranges, lemons and grapefruit—the last time I looked 
at the balance it was $3,000. That means that our total volume of oranges, 
lemons and grapefruit that we will handle for the next 6 weeks is 6 cars against 
our normal handling of oranges alone of 135 cars, or approximately 24 cars per 


-week—that is 10 cars per month—16 cars in about 6 weeks. Now, that $3,000 


will only allow us to bring in 2 cars of oranges for each of the next 6 weeks. Does 
that clarify it? 


Mr. Lesacr: That does not answer the question completely because after 
all if you add the period at the end of 1946, with the corresponding period in ~ 
1947, and then doing the same thing, dividing the volume of business for the last _ 
period in 1947, and the three first periods of 1948, then you are spreading—I am 
spreading the quota now, and it does not bear out what you have said. E 

The Witness: That is right, except this Mr. Lesage, do you see; our volume 
of business starting in the month—I will clarify it for you, I don’t want to create 
the impression that overnight our business dropped by 75 per cent—but during ~ 
the year’s operation—I will point out to you and clarify it—it will drop 75 per — 
cent. We are the largest handlers of tomatoes in the city of Montreal and 
normally handle about $200,000 of tomatoes; and as I told you before, 90 per 4 
cent of our business is importations. Now, out of all the commodities that we — 
have to handle in the imported merchandise we only have a 30 per cent quota on 
oranges, lemons and grapefruit. That means that our volume of cherries, straw- : 
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berries, asparagus, lettuce, tomatoes, cauliflower, spinach and beans—all imported 
stuff—will be eliminated. So even if it does not show up for the first three 
months I can assure you that by the time the year is out, that in comparison with — 
our preceding year that difference will show up. : 


Mr. TuHarcuer: Of course, you are only down 17 per cent. 
By Mr. Lesage: 

Q. Now, in order to understand what you are saying, is it correct to say that 
it would be in May and June that the heaviest volume of your business would be 
down?—A. That is right. Our biggest sales of these commodities I mentioned ~ 
are March, April, May and June. 

Q. Yes. I can see that by your last year’s operations——A. One of our big — 
items is California grapes—whereas as a matter of fact during the month of June, © 
July and August the commodities we handle, of that amount they would be about. 
75 per cent of our tonnage—that is California deciduous, and cantaloupes and ~ 
honey dews. Well, all that is eliminated. a 

Q. So it would be correct to say that your business has not dropped 75 per — 
cent yet, but you expect that for the 1948 calendar year it will be down by 75 — 
per cent as compared with 1947?—A. I think that would be the better way of — 
putting it. % 

Q. That is an expectation but not a fact which is true now.—A. It is based . 
on commodities which we have in sight. a 

Q. It is based on what you know now?—A. That is right. ] 


: 
% 
By Mr. Thatcher: a 

Q. Under this embargo is there any other fruit you can import, grapefruit, | 
lemons or oranges; I mean, could you not go to some South American countries — 
for instance to import some of these things, or Cuba? Are not there alternative : 
sources?——A. The only thing you can import from there is lemons from Italy, — 
and they insist on American currency which we can: get. . 

Q. Then you will be able to get lemons?—A. From Italy, yes; and we cart | 
get oranges from brazil, but the difficulty with that is that we can’t get steamer 
facilities. . “4 

Q. How about grapefruit from Australia, won’t you be able to get it there? 
—A. We never have. 

Q. Why?—A. We never have got there. I do not know if they produce” 
them, and if they could I would not even venture to bring them in because they” 
haven’t got refrigerator steamships and the voyage takes from 6 to 7 weeks. 

Q. I was wondering if there were some alternative sources from which you” 
could secure some of these commodities?—A. Very few, of which I know. i 


Mr. Freminc: I would like to hear your comment on that. 
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Mr. Tuarcuer: You have not been able to find any alternative sources. yet, 
| Mr. Lesage: Have you looked for them? You better ask him that. 


By Mr. Thatcher: 


4 Q. You say you haven’t found an alternative source of supply yet, have you 
looked for it?—A. On specifically what? 

Q. Grapefruit and lemons.—A. I said that we can secure Italian lemons; we 
can get all the Italian lemons we want. In so far as oranges are concerned, the 
only place I know of where we can get these supplementary supplies is from Brazil 
and there are some coming, but the steamship service is very, very irregular. In 
so far as grapefruit are concerned, Jamaica did have a few boxes of grapefruit to 
offer but her prices were so much higher than the comparative price on American 
produce that we didn’t want to take them. 


By Mr. Lesage: 
— _ Q. Did you try North Africa?—A. I do not believe there are any there. 
Ii I may correct you, South African oranges and South African grapefruit have 
come here before the war during the months, if I recall correctly, of August or 
September. 


By Mr. Thatcher: 


@. If you went after some of these alternative supplies and tried to get 
them in quantity would that not help to bring the price down for these things 
in Canada? It would greatly enlarge the supply that is allowed under the 
quota?—A. I consider buying citrus ten days away speculative enough. I would 
not want to venture our company’s capital on bringing in huge quantities of 
foreign citrus. 


By Mr. Lesage: 


_ Q. You mean outside of the United States?—A. I am sorry, outside of the 
United States. 


tig By Mr. Thatcher: 


— Q. You think it is safe to risk spending large amounts of money in the 
United States to bring it in, but you are afraid to risk it in say the British 
‘sterling countries?—A. First of all you have got to remember we have got a 
ten day run from California to the eastern seaboard. From California oranges take 
ten days to get here. Let us assume Australia did have oranges and we wanted 
to bring them in. In order to get refrigerator space we would have to contract, 
if it was available, for possibly 20,000 or 25,000 boxes. Then we would have 
to gamble on the condition for six weeks. In addition to that we would have 
to gamble on the stability of the market for six weeks. That would be too 
terrific a gamble. 

_ Q. A good many of the alternative sources are not feasible?—A. I would not 
Say whether they were feasible or not. I say as far as our company is concerned 
I would be against that type of operation. 


By Mr. Fleming: 
- Q. Would it be fair to say, Mr. Crelinsten, that some of these alternative 
Sources may look promising enough to somebody sitting in Ottawa with books 
and papers in front of him, but to a man in business as you are, who is expected 
to risk his capital in importing them, they do not appear to be practical alter- 
natives at all?—A. I would not care to make that type of statement. I would 
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say this, that our firm would not be prepared to buy thei and take that ris 
I do say this, that if the British possessions want to take advantage of the oppor 
tunity created by our government as far as the market here is concerned the} 
ought to have the initiative to send them here on consignment and try t 
develop that market. 


By Mr. Thatcher: . 

Q. Did you ever ask them to do that? Did you ever suggest that 
—A. Their policy is that they want to sell f.o.b. or on terms of a letter of credit 
Q. They will not sell on consignment?—A. Not as far as I am concerne 

Q. Did you ever ask them?—A. Yes, we have even offered to take half 

the risk. : 


By Mr. Winters: 

Q. Did you say you are obliged to pay American dollars for Italian lemons? 
—A. Yes, sir. ; 

Q. Did you also say you could get all the American dollars you want for 
Italian lemons?—A. Yes, sir. * 

Q. Is that so, you can get American dollars for Italian lemons but not for 
United States lemons?—A. No, we can get United States dollars for American 
lemons under a quota. y 

Q. But you can get United States dollars for all the Italian lemons you want ; 
to bring in?—A. That is correct. 

Q. That is a peculiar situation. 

Mr. Fieminea: It is quite anomalous. 

Mr. Lesace: Are you sure about that? 

Mr. Furemine: It is an anomalous situation. ; 

The Witness: Mr. Lesage, I am very careful not to make a statement I am 
not positive of. F 


By Mr. Fleming: q 
Q. You have brought in Italian lemons? You are speaking from eerie 
—A. That is correct. 


Q. 
supply of United States caller for all the lemons you wanted to bring in me | 
Italy? —A. That is correct. a 


Q. Dou you buy them direct from Italy or through the United States? 
—A. We buy them direct; if you buy them through the United States then i : 
is charged up against your quota. 


Mr. THarcurer: Maybe the parliamentary assistant to the Minister of 
National Revenue can tell us about that. 


Mr. Winters: I just did some asking. ; 
Mr. Firemine: That is not the first lemon we have run across in this probly 


By Mr. Monet: ae 


Q. Now, Mr. Crelinsten, would you turn to Seaieent 2? I am dealing wi h 
oranges, 288s, on page 1 of the comparison sheet which has been given to mem- 
bers ‘of the committee. On November 27 I see that 288s had reached a price 0: 
$7.34 per crate?—A. That is right. ‘i 

Q. And oranges, according to your last most recent purchase, have cost 
$4.372?—A. That is right. | 

: Q. Giving a difference per crate of $2.97, or 40-5 per cent—A. That is 
right. 
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i. Q. Would you have any comment to make on this very large mark-up?— 
A. Well, there is no question it is large, but it is difficult to say whether that 
price is obtained for 25 boxes that we had in a car, or whether it was obtained 
for 50 boxes. The over-all profit on that car might have been—was—let me put 
it that way—vastly smaller than would appear from this. 

Q. Would you have a breakdown of that car of oranges?—A. No. 

Q. You would not?—A. No. _ 

Q. What would you figure would be the normal profit on a crate of oranges 
in normal times?—A. I would not want to say what the normal profit is on 
a crate of oranges because at any time, even in depressed markets, there are 
certain sizes out of a car that are in demand, and because of the very few in 
there the profits range as high as $2 or $2.50, but if you ask me what is the 
normal profit on a carload of oranges then I will say the normal profit on a 
Se of oranges is anywhere from $300 to $500, depending on the season of 
the year. 

| 


Q. That would be approximately 13 to 15 per cent; would that be it?—A. 
You see— 

Q. From the figures I have been given so far it would be.—A. Basing it 

on last year’s cost, yes, on last year’s cost. You might make $500 on a car 
fof oranges which would be 30 per cent in normal times. We have had that 
jourselves, 
; @. This price of $7.34 on that particular date appears to be higher than 
jany of the Toronto wholesalers or even the Montreal wholesalers who have 
been here so far. Would you have any comment to make as to that?—A. No, 
IT really have not. 


By Mr. Thatcher: 
Q. How do you account for the faet— 


Mr. Lesace: Would you mind me interrupting? I should like to give an 
explanation I have just secured about these Italian lemons. They are paid for 
in American dollars you secure, but the American dollars never get to Italy. 

The Wirness: I do not want to give the impression that I am a financial 
expert. - 

Mr. Lesace: This does not concern the witness at all. The basis of pay- 
ment is American currency, and as we ship more to Italy than we import the 
Feiance of payment is in our favour and we do not divert any American currency 
in the deals. 

Mr. Fiemine: If we keep on— 


Mr. Lesage: We ship much more to Italy than we import. The basis of 
payment on both sides is American currency, but the balance of payments is in 
our favour. 

Mr. Fiemine: If we keep on boosting our purchases theoretically we would 
get to a point where we would owe them American dollars, and presumably that 
situation may have to be faced some day. 

Mr. Lesace: That is certainly a physical impossibility with the countries 
of Europe for many years to come. 


| By Mr. Thatcher: 


_ Q. If I may get back to the question asked by Mr. Monet a minute ago- 
jas to the price of oranges in November, how is it when your cost was going 
down after controls were put on—vour cost dropped 10 cents—you put your 
selling price up $1.48 one week and a week following you put it up another 
$1.04? In other words, while your cost is going down you have put the selling 
price away up. Did you take advantage of the fact the embargo went on?—A. 

Look, I want to explain this to you, and then T will answer you, if you will 
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permit me. On this particular question you raised our whole operation, the 
whole operation of the Crelisten Fruit Company, is predicated on volume and 
on small profits, not from an altruistic point of view but from a sound business: 
point of view, because we have to perform a distributing service at a certain, 
maximum price. Beyond that we encourage direct buying and channelling awa 
from our business. When you say that we took advantage I have tried ta 
tell you before that does not give the picture. It is true that 288’s showed they 
cost a dime less, but in the same car of 561 boxes we might have had 50 boxes 
of 288’s that cost a dime less, which is a saving of $5, and the balance of the 
car, 511 boxes, might have contained other sizes on which the salesman of the 
California Fruit Growers Exchange might have raised their price 75 cents to 
$1 a box. ra Fe j 


Q. Is it not true that might happen any week? What might happen on 
November 27 might happen in exactly the same way on November 13?—A. [ 
am not disputing that. I am trying to convey to you that when you say, did we. 
take advantage, I will answer you by saying it was in order to arrive at a 
reasonable profit that it was necessary to increase the price on the choice size 
and reduce the price on the undesirable sizes in the car. : 

Q. You said a minute ago you base your business on trying to take a small. 
profit?—A. That is right. 3 

@. Then why did you suddenly take such a terrific profit on November 
20 and November 27 after the embargo went on? That is not a small profit ?— 
A. I do not concede we did, because I am trying to tell you that if the 
car contained 561 boxes—if you want to mark that down I will show you how it 
works out—on 50 boxes we might have taken a profit of $2 a box or $2.94. 
Let us. assume we took $3. That means we made $150 on 50 boxes, but on 511 
boxes, in order to get movement on undesirable sizes, we might have reduced it 
50 cents a box against the previous day, so that the average on the car, in spite 
of what appears to be an abnormal profit, actually might have been a lowe 
profit than we got before. 1 . 


Q. It might have been but it is not probable—A. I would not say that. 
Q. You will have your cars divided into various grades every week in 
pretty much the same way. What you have said would be true of any week? 
—A. That is right, yes, but if you will pardon me, suppose you take the week 
of July 5th. You asked me to submit to you a record of what we realized 
for 126 sized oranges, and in that particular time the demand was on 126 sized 
oranges because the stores, the icecream parlours and hotels wanted them. 
You have on the market twenty kinds of oranges, possibly 200 boxes of 
oranges of 126’s which is the desirable size and we make $3 a box. That does 
not give you an indication because at the same time we might be losing $1- 
ona size that is not desirable. coe i 
Q. How do you arrive at your selling price?—A. There are three factors. 
The first one is the replacement value. In other words, if we have orange 
that cost us $5 and the next day we have oranges costing us $3, we anticipate 
m normal times a weakening market. That is one factor that enters into the 
calculation of cost. The next thing is the supply available of the choice sizes. _ 
Q. Supply and demand?—A. No, I am not using the standard term of 
supply and demand. I am saying that you might have, which I have seen, 
on the terminal floor as many as five thousand boxes of 216’s sized oranges 
and we have to call in one of the chain stores and we take a loss of $1 a box 
to move them, and at the same time there is a shortage of 344’s or 288’s and — 
you do not have a big enough supply of these. So, you have to take into 
consideration the replacement value and the available supplies of the choice 


sizes, and then you have to judge your demand on these particular sizes. 
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By Mr. Lesage: 


Q. Cost has nothing to do with it?—A. Except by replacement value. 

a Q. It is the cost, but not only the actual cost but the replacement value 

taken together with the cost?—A. You see, the replacement value comes in 
as the pulse of the market. That is the only way I can explain that. 

a 


By Mr. Thatcher: 


3 Q. I want to finish my questions. On November 13 you were selling 
oranges at $4.82, then the market came on and you sold them at $6.30 the 
4 


next week. Will you tell me how you arrived at that price? In the first place, 
_ your replacement value was down instead of up.—A. That was no consideration. 


; 


et oyill admit-that: 


Q. Now, the supply available was shorter because the market was up ?— 
A. No. As I told you a few moments ago, none of us anticipated that this 
thing would be in force as long or as rigidly as it was. 

Q. Your supply had nothing to do with it?—A, No, you 
was shut-off. 

Mr. Maypanx: “Shorter”, he said. 


The Wirness: No. As a matter of fact, the Canadian Wholesale Fruit 
_ Association came out with the news item telling the public not to go panicky, 


_ and that because of the lower price the quantity available would be similar to 
- last year. 


fA 
: 
3 said the supply 
ne 


A Q. Then, supply didn’t have anything to do with it?—A. I said that the 
_ demand on that particular size. Here is what can happen in normal times. 
_ Forget November 17. In normal times— 

4 {. I wish before you tell us all this that 


- you answer my question. I just 
~ want you to answer my question.—A. I want 
1 

Ms 


to illustrate it so you can under- 


stand it a little clearer. You have in the citv of Montreal four major general 


 stores— 


ve 


eo Q. I just want to know how you got at your price. Can you not tell us 
- without going all around. You said that three factors influenced your price, the 
_ price jumped to $6.82 when the market came on. Now, you said that replace- 
ment didn’t have anything to do with it. The other two reasons are supplies, 
_ Secondly, and demand, thirdly. Now, can you tell us how that helped you to 
_ determine your price?—A. [I just told you there were not enough 288’s on the 
_ market. 

<i Q. The supply then was cut down?—A. No, it wasn’t. 

44 Q. The supply was the same as the week before?—A 
was the same or more than the week before. 


. Q. Then the supply couldn’t have affected your— —A. If you will allow 
me to clarify that. You had in the week previous to November 17. twenty 

carloads of oranges in the city of Montréal. Then you had after November 17, 
" twenty-five carloads, so you have more oranges on the week after Novem- 
pber 17, right? 


Q. Right.—A. But in those twenty-five carloads you might have a shortage 
of 288 sized oranges. 

5 Q. Of course you might not have had that shortage?—A. You don’t know 
What we had for 288’s before November 17. We might not have been getting 
- this price. . 
B: Q. Are you suggesting that that is one of the reasons you put your price 
-up?—A. That is definitely the only reason. I will show you and illustration. 
We have had California iceberg lettuce on which we pay $2 extra on the 
_ 4,000 size, but when they arrived the demand was for 5,000 size. 


. The supply in oranges 
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By the Acting Chairman: 


Q. In other words, in this case there were less of 288 size in that shipment.— 


A. Obviously. 

Q. Are you sure?—A. That I cannot say. 

Q. There is a question I want to ask you. On the very same date you were 
selling your own oranges at $7.35 and I see that in Montreal, Parent, Goyer 
were selling at $6. I assume that the shipments were the same as they were 
for you2—A. That is correct. Mr. Chairman, I do not want to appear imper- 
tinent—that is for the want of a better word—but I really don’t think it is 
fair to stick to November 17. If you will look at December 11, the selling 
price was $5, and on December 18, the price was $5.35, and on January 5, 
it was $5.40. r 

Mr. Maypanx: May I make a suggestion. The witness in answering 
seems to be afraid that too much emphasis will be given to a certain date, 
and therefore he wants to switch to a different date. That is the way it looks 
to me, and I think that if he were to understand that the mere fact questions 
are being asked about a particular date it does not necessarily mean that that 
is the only date that we are concerned about. I think it would result in quicker 
answers and less need on his part to explain if this were done. It seems to me 
that the witness fears that by reason of a certain date chosen, that undue 
emphasis will be given to that date, but that is not so. 

The Actinc CHarrMAN: Certainly not. 

The Witness: I am sorry to correct you. That never entered into my 
mind. I don’t care whether you use November 27 or whatever date you wish. 
I can explain to you that it was because our salesmen found out they could 
get that price. If we had $7.35 our salesmen found out they could get $7.35. 

Mr. Maysank: I will give you the impression that has been in my mind. 
I say this, as you said a few moments ago, without the slightest intention of 
being impertinent. My impression is that you did not wish to answer anything 
at all until you found out what use was going to be made of it. 


By Mr. Lesage: : 


- Q. Would you let the witness repeat what he just said. The only explana- — 


tion would be that his salesmen found out they could get that price on the 
market?—A. That is right. 

Q. Well, then, there was only one factor in you setting your price on that 
date, and that was to get as much as you could on the market?—A. No. I said, 


Mr. Lesage, that obviously they could not get $7.35 if our neighbor in the © 


terminal got, let us say, $6. Now, if the demand is on that size of orange we © 


don’t tell our salesmen at all what price to get on the merchandise. 

Q. You never tell them what price to get?—-A. No, sir. 

Q. So, they settle the price themselves?—A. The produce merchant, if you 
have to tell him what price to sell, you might as well throw him out. 


By Mr. Maybank: 
_Q. How does it work?—A. Let us assume that on Monday you were 
selling a certain commodity at $5 and movement was a little bit slow. You 


~ start at $5 and go down to $4.50, and then down to $4. Possibly if you could — 
have in your mind the picture of the produce terminal it would be better. It 


Jat 4, 


is different than in Toronto. We have one building in which eighteen wholesale — 
houses are located. Now, at seven o’clock in the morning the salesmen are 


allowed to get on the floor and check up available supplies. By eight o’clock — 
in the morning the buyers are allowed to get on the floor to do their purchasing. © 
Now, the previous day we will assume that 228 sized oranges were cleaned up. 


There were none available. They started in the morning with 1,000 and- 
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somebody set the value at $5. They sold out. The next-door neighbour sold 

_ out at $4.50, and the market closed at six o’clock at $3. The following morning 

_ the salesmen get down on the floor to check up available supplies and if in their 

~ judgment they feel there are not enough 288 sized oranges available they say, 

“Tam going to try to get $7” and they ask that but the fellow won’t buy it 
and so they cut it to $6.50 and the fellow buys it. 


Mr. Lesage: I think the explanation is clear. He gets as much as the 
_ market can bear. 


By Mr. Fleming: 


Q. You suggested that it may not be fair to pick out one particular week 
_ because that might be somewhat isolated, but let us take a period up to and 
- including November 13 on your list and then try to run through and deal with the 
_ balance of the period from November 20 to April 15. Just looking at the spread, 
first of all in percentage terms; before the embargo, the spread is between a low 
_ of 1-1 per cent and a high of 11-4 per cent; after the embargo it goes from a 
low of .9-4 per cent to a high of 40-5 per cent. If you put it on a dollar and 
cents basis instead of percentage, before the embargo your spread varies from 
a low of 6 cents per crate to a high of 55 cents and after the embargo your 
_ spread varies from a low of 48 cents per crate to a high of $2.97 per crate. Is it 
not quite clear that the average mark-up—forgetting about any particular 
isolated items— your average mark-up was considerably higher after the 
bj embargo than before? Is it not a fact the rate of profit has been substantially 
higher all the way through since the embargo than it was before?—A. From 
_ those figures, taking this particular period and particular size, I agree with you. 
_ Again, I want to tell you it 1s not unusual at any time during normal operations 
_ to make equal profits on a particular size of orange for a continuous period of a 
month or two. ’ 
b Q. I was trying to spread it out so as not to draw a conclusion from a few 
transactions. That is the reason I took the whole period. That leads me to 
ask this: if that is a fair conclusion from this statement on page 1, is it not 
equally a fair conclusion that after the embargo came in because the 
— dealers were anticipating handling a smaller volume they moved up their rate 
_ of profit to compensate them for what they anticipated in the way of reduced 
— volume?—A. No, I would not say that. T will point that out to you. If you 
look at the apple sheet, you will see we made no money on apples. You will say, 
_ why did we not increase our rate on apples. Anybody who tells you that can be 
‘done is living in a world of dreams. In a perishable business like ours, we cannot 
control mark-ups or markets. 


iL 


. 3 By Mr. McGregor: 

* Q. Do you mean to say that between November 20 and February 12 you 
did not make a larger percentage of profit than you did before that or after that? 
me Mr. Maveanx: That is not what he said. 

3 The Actinc Cuaiman: He said he did not attribute that to the embargo. 
> Mr. Maypanx: He agreed that he did do that but he said that such a 
condition might be found 

& Mr. McGrecor: On account of the different size of oranges in a car? 
The Wrrnzss: Yes. 


ia 

4 By Mr. McGregor: 

_ Q. The 288 is a popular size?—A. It was at that time. 

_ Q. If it is a popular size why is the price so uniform after February 19? 
‘Did you sell any?—A. They put the ceiling on. 
_ 13521—5 
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Q. That is when you started to lose money?—A. No, they gave us a 
reasonable mark-up. Incidentally, I think it might be well to record at this stage 
that the Montreal fruit trade— 

Mr. Lesace: What was that? 

The Acting CHAIRMAN: Finish your statement. “abs 

The Wrrness: The Montreal fruit trade sent a brief to the Canadian — 
Wholesale Fruit Association’s secretary somewhere around the beginning of the 
summer recommending that he approach the government with a view to 4 
putting on a maximum price in certain commodities. F 

Mr. Tuarcuer: Do you hear that, Mr. Fleming. F 

Mr. Fiemine: We heard that before. The butter producers asked— | 

Mr. Tuarcuer: The fruit dealers themselves asked that. 


Q. They left you a margin of profit of what?—A. 17 per cent, I think. 

Q. How did you arrive at the mark-up on these oranges which you gave 
away or practically gave away as souvenirs to make up for the ones on which | 
you made $2.90? How did you arrive at the 17 per cent?——A. We did not. The — 
government gave us that mark-up. 

Q. That is all right, but no matter what size they were, you still had to sell 
at 17 per cent?—A. Oh well, here is what happened. When the government 
put the mark-up on oranges at 17 per cent, you see, the buyers took propor-— 
tionate sizes the same as we did. Then, there was no more question of a choice 


j 
By Mr. McGregor: : 
. 


— 


size. 
Mr. Maypanx: That is to say, taste and desire were interfered with 
somewhat; would that be right? 
The Wirnesss: I would not want to make that statement. 


¥ 


: 
f 
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By Mr. McGregor: owas | 
Q. In other words, you sold these oranges after the 19th of February at a 
approximately 90 cents a case profit, but on the others you made as high € 
as $2.30 profit?—A. Yes. ; S 
Q. Still, there is no particular reason why they were sold for that profit?— 
A. No, except this, Mr. McGregor; after February 19, every box of oranges in — 
every car made 90 cents a box profit. I cannot tell you whether we averaged, — 
previous to that, 90 cents a box. On the 288’s we made $2.50, but I cannot tell f 
you that. ? : 
Q. It would be a strange thing if you were selling 288’s at $2.97 and taking - 
a loss on the other?—-A. No, because in the 288’s you have about 24 dozen to 
a crate which is 30 cents a dozen. The retailer can sell oranges at 39 cents, 
but, if he were to pay you for the 150 size $8, it works out to 50 cents a dozen. — 
He is restricted in the trade that will pay him 59 cents or 69 cents a dozen 
for oranges. Naturally, therefore, the demand for that size is very much less. 
If your car contains too many, you have to reduce the price to move them. ‘s 
_Q. There is only one way in which we can find out what happened in this 
period between November 12 and February 19 and that is to ask the vitnesell 
for a complete statement. ;  . 
Mr. Monet: I was going to ask the witness for a complete breakdown of 
the contents of the cars which gave rise to this. * 


By Mr. Thatcher: — 

Q. Would you agree that in the week of November 20 to November Py A 

on this particular 288 orange, you did take a mark-up which was abnormal? 
A. No, I won’t agree to that because I have repeatedly stated it was not unusua 
for us to make an equal mark-up in a particular size in a particular car. 
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By Mr. Winters: 


Q. What do you mean by “an equal mark-up”?—A, We have made a 
mark-up of $3 a box.. 


~~ 
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By Mr. Thatcher: 


Q. It seems to me from these figures you have taken a mark-up which was 
_ excessive because oranges were scarce at that time or because the newspapers 
were saying they were going to be scarce. It would appear from the figures 
as if you had done so?—A. It might look that way. 


By Mr. Monet: 


_ . To clarify that so there will not be any misunderstanding, would you 
“please send a breakdown for the cars from which the oranges were sold from 
November 20 to November 27, giving the price you paid for each size and the 
number of boxes in each car?—-A. We will give you a copy of the invoices. 
~~ Q. And also the prices at which you sold the different grades of oranges? 
_—A. The different sizes. 
/  Q. You will send it to my address and I will see it is read into the record. 
Mr. Maysanx: So far as it has gone I suppose the fact of a rather high 
_ mark-up at this particular time following upon the embargo or restriction, the 
_ fact of it being higher at that time is purely coincidental? 
| The Wirness: That is my honest opinion. 


By Mr. Fleming: 


Q. You mentioned a moment ago, Mr. Crelinsten, that an appeal had been 
Sent out to the public?—A. No, I did not say an appeal. I said around that 
time the Canadian Wholesale Fruit Association gave out a press release telling 
the public not to be concerned about their supplies of citrus because the 50 per 
cent quota would allow the importation of practically the same amount of citrus 
as they had the year previous. 
Q. In spite of the press release, was it the experience of the retailers to 
whom you were selling that they did, nevertheless, encounter something in the 
ture of panic buying on the part of the consuming public?—A. No, they did 
t, but it can be explained in this way. If you go into a fruit store or a food 
ore to take home some fruit in the evening or whenever you decide to do SO, 
-you have a choice of buying pears or grapes or apples or several other com- 
Modities. Your buying is not concentrated on one commodity. Obviously, 
Ny eliminating all those other fruits, you have created a greater demand on what 
available; that is obvious and that is what happened, 
_ Now, that is what happened in celery, 


the only vegetables, the only green vegetable that was available during the 
‘month of December was celery, 
flower, spinach, beans, peppers, eggplants, chicory. If you eliminate that you 
create a high demand for the commodity that is available. 

= Q. But you do not think that it would reach the proportions of panic ?— 
* It would never reach the point of panic. It would naturally increase the 
lemand for the restricted varieties of fruits and vegetables available, 


* The Cuatrman: Is it not a fact that you have the same 
ava 


} 


supply of oranges 
ilable as you had before, as was said in that press release? 


Ba The Witness: Partly correct, sir. 


|) By Mr. Monet: 

Q. Now, I have no further questions for you on oranges and I do not have 
questions to ask you about your supplies of celery, because I do not think 
Mere is any difference there from what previous witnesses have already put on the 
|e 13521—53 ; 
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record, but I would like to ask you a couple of questions on celery. I see that 
on October 9, you sold celery at 96 cents, although you paid $1.85 for it. Would 
you just explain that?—A. That might have been the tail-end of a car we had © 
left over, somewhat deteriorated in quality, and we would take a lesser amount | 
for it. 
By Mr. McGregor: . 
Q. You see, the most recent purchase on that same day, or even the week | 
before you bought at the same price; and I see further down you have got sales” 
here where you bought at $2.78, and sold at a loss of 173 per cent—that is 
somewhat exaggerated, don’t you think?—A. I am sorry, Mr. McGregor, it 18 
not exaggerated at all. It is the accurate figure. I will give you an instance. 
You bring in a car of celery in the month of December, or November, and you~ 
nave left over some 50, 70 or 80 crates. You sell the bulk of that car of celerya 
and then you have to clean out what is left. We may have sold the bulk of a” 
car at a fair margin of profit and then we would have say 50 crates or so left. 
on that car which we bought, let us say, on Monday at $1.85. = 
You mean to say that you would: sell 50 crates of celery left in a car 
purchased on Monday, that you would sell that left-over celery for an average 
loss of 173 per cent?—A. Yes, sure. That is nothing unusual. You only have _ 
35 erates, or maybe 50 crates, and we made on the balance of that car 50 cents 
to 75 cents a crate—we still have a profit. = 
Q. According to these reports everything you sold on December 24, you 
sold at $1 a crate and everything you sold on October 9, you sold at 96 cents” 
a crate——A. No, that was the average. 
Mr. Maypanx: You have shown there the average? 
The Witness: That is what we were asked to give. 
Mr. Monet: Yes, the average selling price. 
The Witness: I do not say that every box of that is average. a 
Mr. McGrecor: You must have sold. some of it very cheap in view of the 
fact that your purchases are nowhere more than 2 weeks back. Hs 
Mr. Maypanx: But just a moment. We are looking through all of these 
purchases of $3.32, and $4.33—there 1s nothing in here to show that these sales 
of December 24, which averaged $1 were many in number. It does not mean, 
does it, that ‘you cleaned out at that price? ; 
The Wirness: Yes, because you will notice we didn’t have any celery 
on December 31. fr 
Mr. Maypank: So you did clean out? 4 
The Witness: Yes. = 
Mr. McGrecor: But you did have it on October 16? 4 
The Wirness: No, October 9. 


ite sl a a 


By Mr. Maybank: e 

Q. December 24, and then overnight you sold your celery which was 
purchased not further back than 4 weeks—would that be right?—A. I do not 
think it was 4 weeks, but it might have been. =| 
Q. But it would not have been more than 4 weeks?—A. No, sir. 

Q. Therefore whatever was sold on December 24, was purchased at 3.37 an 
4.33 and sold at 2.73?—A. That is correct. - ae) 
Q. Consequently in all cases there was a loss—2.37, 2.73 or 1.73—A. On 
that particular clean-up, yes; but I do not know how many crates there were. 
Q. No. I suppose—would it be right to say that at December 24, you had 
had a good sale of celery?—A. We didn’t have many. = a 


= 


| 


- PRICES ~ 3219 


Q. You did not have many?—A. No. 

Mr. Winters: Does not the representation in your statement intimate 
that much? 

* .The Acting CHatrman: No. 


‘| By Mr. Monet: 

_ Q. I have just one more question to ask you about cabbage, imported 
@epreen(—A. Yes, sir. 

i Q. On March 4, you were selling cabbage at 3-5?—A. March 4? 


aes 


Q. Yes, which was the cost price; or, as far as the lowest purchases were 
"concerned it was the ceiling price?—A. Yes, sir. 
‘ Q. Two weeks later your cost price has gone down a little and you had 
- increased your selling price by 1 cent and 2-1 cents?—A. Yes, sir. 
= Q. Would you give us some explanation as to that?—-A. The only explan- 
_ ation I can give is that the market réacted and we were able to get that price 
_ for it. Cabbage was on ceiling at that time and the ceiling was up to $3— 
‘the ceiling I believe was 6 cents a pound. 
“4 Q. But when you were buying at less you did not feel like charging a 
little bit less to the consumer?—A. I tell you, Mr. Monet; if you look at 
February 12, cabbage goes to $4.40, not figuring the expense of handling, we 
sold that at 3-6. We have to have an opportunity of averaging up our sales in: 
_ order to take care of overhead and not have to reorganize, 


By Mr. Fleming: 

Q. Your loss was bigger the next week, the week of February 19, it was 
even greater?—A. Yes. The cabbage market was in a demoralized condition, 
‘4 Mr. Moner: You have given us the reason. That is what I was asking 
you for, 

The Witness: That is what I am telling you. 
Mr. Moner: Because when members of the committee look at these figures 
I the light of the explanation you have made they may put a different cons- 
truction on the figures when they come to write their report. 

The Wirness: Yes. 


Mr. Winters: The witness says the. cabbage market was in a demoralized 
condition. Another witness got considerably more. 

. The Wrirness: He might have had a certain telephone trade that he would 
be able to get more than we would get on the terminal. He has a more or 
less retail distribution and ours is wholesale. That is why you must have 
' noticed that our gross percentage of sales is the lowest of anyone who has 
appeared before this committee. 


« 


By Mr. Monet: 


—  Q. On April 8, 15 and 22, I see for your selling price that your selling price 
at that time was above ceiling. What explanation have you to give as to that 
Selling practice?—A. You are referring to what? 

_ Q. Cabbage, imported green, April 8, 15, and 22.—A. No, I think Mr. Monet 
_—tnight I correct that? We were not selling above the ceiling, but there was 
4n adjustment made by the Wartime Prices and Trade Board to enable us to 
} sell at a higher price. All these prices that you see on here and everything 
| that is under ceiling, before we sell we get the local Wartime Prices and ‘Trade 
Board administrator to O.K. price as being correct. 

___Q. When I asked you my question you told me you were selling at the 
ceiling, so my question was right; but you adjusted it?—A. That is right. 


| 
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7 
Mr. Moner: That is the information I wanted. That is what I wanted © 
you to say. ' 

; 


By Mr. McGregor: | 
Q. You were purchasing - cabbage in April?—A. Yes. r 
Q. And the ceiling was 5 cents?—A. No, we adjusted that, Mr. McGreronl 
Q. What were you selling it at then?—A. Originally it was 5 cents—no, ib 
was 10—no, I am sorry, I think it was 6. ‘ 
Mr. nea 5 to 5:75. 


The Witness: No, it was 6 cents. 
Mr. MoGrecor: What grounds did you have to give the Wartime Prices— 
and Trade Board to raise the ceiling for you? 7 


The Wirness: There were times when we did not control the f.o. b, market. : 
In other words, the Canadian purchases did not have a bearing on the f. o.b. 
market; and, if for a certain period the market is up high, so you cannot import. 
and sell under the ceiling, it resolves itself down to a question of whether the 
government or the W.P.T.B. allows a proportion of the retail markup in order 
to enable you to bring in cabbage for them. 

The CuairmMan: Now, gentlemen, it is 6 o’clock. 

Mr. Tuarcuer: I have just one general question. 

Mr. McGrecor: My question has not been answered very clearly; what 
erounds does a man have to have to get a permit from the Wartime Prices and 
Trade Board to sell over the ceiling price? 

The CuatrMan: I am in the hands of the committee. If you feel the witness 
should come back to answer further questions on other matters. ; 


Mr. McGrecor: Oh no. ry 


bad 
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By Mr. Thatcher: 


Q. I wonder if the witness would just answer one question for me an 
I would be satisfied. Can you tell us what are the prospects of the next few. 
months, in your opinion. I mean, it is likely that these things will continue 
to go up, or are there prospects that we may see some levelling off. Have you 
any ideas on that?—-A. My opinion is that the price of EE ADNS will go dow 
and should go down. 4 
Q. That is domestic vegetables largely?—A. Yes. 4 
Q. Yes?—A. But as far as citrus is concerned, oranges and erapefru ie 
I think you will run into a decided shortage because ‘all of our allowed quot tale 
are mostly used up. : 
Q. They are likely to go up?—A. They won’t go up, but there will be a. 
shortage of supply. Ee 
Q. How about the domestic, will they go down with the season and then 
go back up in the fall?—A. Oh, yes. In my opinion, you are going to find on 
green vegetables fantastic prices this fall. - 
Q. They are going to be a lot higher on demesne on After the peak is, 
over. 
Q. There will be fantastic prices?—A. Because there will not be any eroen 
supplies available. | 


The Actinc Cuamrman: I am given the following explanation by Mr. Spene 
that when the laid-down cost does not enable the wholesaler to make a = 
he can get an order from the board to sell at a higher price as long as them 
is no reflection on the consumer by the retailer after the sale is made. Th 


must have been the reason. 
The Wirnuss: That is the split markup. 
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By Mr. Monet: 


*% Q. The wholesaler and the retailer both agree rather than do without it. 
_ —A. Yes, but the retailer does not pay over 10 cents at any time. 


“By the Acting Chairman: 


Me Q. You are then expected to split your mark-up between the two?—A. That 
is right. 


By Mr. McGregor: 


Q. There is one question I want to ask about carrots. On December 12 
_ you bought carrots at 3 cents a pound and sold them at 2 with a loss of 
50 per cent. Is that right? 

Mr. Moner: Local carrots, December 12. 
The Wirness: You will notice, Mr. McGregor, these are washed carrots. 
_ We do the washing ourselves, and in washing we grade them. We must have 
_ had some small ones and misshapen ones we sold and took a loss on. 


By Mr. McGregor: 


i Q. You see the week before you paid 2 cents a pound for carrots and you 
sold at 3-2, and then that particular week you paid 3 cents a pound and you 
‘sold for 2 cents. The next day you paid 2 cents and you sold them for 3-8— 
_ A. I am trying to explain that we buy carrots field ripe, and they cost us 
_ 2 cents. ‘Then we wash them and grade them. We do not show you here what 
our processing cost is. 
Q. We know all about that. We have gone into that before-—A. I am 
explaining to you the sale at 2 cents of carrots that cost us 3 cents. : 
* Q. It is strange that this one day, December 11th, is the only day up until 
— December 31st where that has happened. You sold at 3 cents on all other days 
and paid 2 cents, but on the one particular day you paid 3 cents and sold them 
for 2 cents with a loss of 50 per cent. I was wondering if that was put in there to 
# keep your average down?—A. No, we would not do that. Why should we do that? 
+ The Actine CHarrMAN: The committee is adjourned until 4 o’clock 
% tomorrow. 


. By Mr. Thatcher: 


Q. May I ask one very brief question, and I promise it will be the last. 


You said a minute ago that prices might be fantastic in the fall. I think that 
was your word. 


Mr. Maypanx: Your word. 
Mr. Tuarcusr: No, it was the witness’ word. Is there any way— 


: The Wirness: I did not say for domestic vegetables. I said for green 
' vegetables. I think cabbage, carrots, beets and turnips will be at a reasonable 


level. 

Q. My point is this: Is there any way that we can keep this down without 
ae Have you any suggestion in a voluntary way as to how this can be 
:. kept down?—A. Ceilings won’t keep them down if you are not getting the supplies. 
Mr. Maypanx: Was the question fully answered? The witness was not 
_ Stopped in the middle, by any chance, was he? 

4 The Actinc CuarrMan: I think he gave the answer, that if there were no 
supplies ceilings would not make the difference. 

| The Wirness: As I said, there are ample supplies of root vegetables to take 
_ care of the anticipated demand between now and throughout the winter, but on 
_ green vegetables, since they are eliminated, if there are any, they would have to 
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come from hothouses, which is a much more expensive method of production and 


naturally these would be higher. So comparing them with the field stuff the _ 


price would be fantastic. Ceilings would not cure that situation because if you 
have not supplementary imports, the ceilings will not solve the problem. 

Mr. Mayspank: When the merchant says, “Yes, we have no banafas’ the 
price is low. 


The committee adjourned to meet again on Wednesday, May 26, at 4° 0’clock. 


APPENDIX » 


Translation of evidence given by Mr. Paul Boudrias and Mr. Armand Vezina 


House of Commons, 
May 25, 1948. 


pert): 
The Special Committee on Prices met this day at 11.00 a.m. The Chairman, 
Hon. Paul Martin presided. 
The CHarrMAN: The meeting will come to order. All right, Mr. Monet, 
will you proceed. 


Mr. Monet: Mr. Chairman, Mr. Boudrias is the next witness. He represents. 


Les Jardiniers Modéles of Montreal. Mr. Boudrias informed me that he wishes 
to give his evidence in French. : 

The CuatrMaAn: May I remind the committee that it has been agreed there 
will be a steering committee meeting in my office at 3.30 this afternoon. 


(Translation): 


Mr. Paul Boudrias, President of the firm of Les Jardiniers Modéles, 
is called: 


By Mr. Monet: 
Q. Mr. Boudrias, what is your first name?—A. Paul. 
— Q. And what is your occupation, Mr. Boudrias?—A. I am a gardener and 
dealer. 


Q. I understand that you carry on business under the name of Les Jar-. 


diniers Modéles?—A. That is correct. 

Q@. And this firm’s head office is located in Montreal, at 161 St. Paul 
Street East?—A. Yes, sir. ; 

Q. Would you tell the members of the committee what position you occupy 
in this organization?—A. I am the owner, the sole owner; that means I have 
a hand in every thing that has to be done. I buy and sell and I have several 
employees. 

Q. This firm carries on a wholesale trade?—A. Yes, sir. 

Q. In fruits and vegetables?—A. Yes, sir. 


Q. I understand that apart from being the president and owner of the firm - 
of Les Jardiniers Modéles, you are a gardener?—A. Yes, sir. We have some — 


150 acres under cultivation and there are about one hundred and fifty gardeners 
in the neighbourhood where I live. We work together very closely and I do 
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my utmost to find a market for their produce. The firm of Les Jardiniers 
_ Modéles serves as an outlet for the produce from my parents’ farm and the 
_ produce grown by gardeners round about. 

- Q. What do you mean when you say, “We have a farm’?_-A. I expressed 
é myself incorrectly; I am referring to myself. I mean that I am the owner of 
= @ farm. 

: Q. You are the owner of a farm on which you do gardening?—A. Yes, sir. 
- Q. And if I understand correctly, the produce of the growers operating those 
_ farms is sold through the medium of Les Jardiniers Modéles?—_A. Yes, sir. 

i Q. You also state you have a certain number of farmers who grow vegetables 
_ and that you are the principal buyer?—A. Yes, sir. 


__~ Q. How many farmers operate with you, or rather, how many of them 
_ supply your trade?—A. I would say between fifty and one hundred. 
. Q. Am I correct in saying that the great bulk of their produce is sold 


through you?—A. I would say that at least 60 per cent of the produce grown 

by all those people is graded first quality; second quality produce is sold on 
_ the local markets. 
: Q. Must I understand that you purchase that produce on your own account 
to resell for your own profit or do you sell it on a commission basis?—A. We 
never take goods on consignment; however, that might occur once or twice a 
_ year, but 99 times out of a 100 the produce is purchased at a set price agreed 
~ with the gardeners. It is our produce and we can take a loss or a profit on it. 
i Q. Does that apply to al! goods called domestic goods? Is all the produce 
_ which you buy from farmers, no matter where, produce which you buy and 
resell exclusively for your own profit?—A. That is correct. 

Q. So that you do practically no business on a commission basis?—A. Prac- 
_ tically none, possibly one per cent, as I stated a moment ago. 
ry Q. Then, there is one per cent which you call trade on a commission 
_ basis?—A. Yes, sir. 

Q. In addition to your trade in local produce, do you handle imported 
produce?—A. My trade is in the ratio of 75 per cent of local produce and 25 
‘per cent of imports. The purpose of our business, and I want you to understand 
_ this clearly, is that we deal in imports in order to provide a livelihood for our 
staff during the winter and to improve our distribution, for in our case, in the 
Montreal area, the production season lasts from six to seven months. This is 
done to give employment to the men and enable them to benefit by a good 
distribution. That is why we handle imports. We are gardeners and we have 
always been gardeners from father to son; we are one hundred per cent gar- 
“deners. As I stated a moment ago, that is solely for the purpose of marketing 
the produce of our relatives and friends. 
\% Q. Now, you spoke a moment ago of local gardeners and you said you 
sold their produce. Would you tell the members of the committee, taking 
November 17 of last year as a basis, whether your firm had more produce on 
hand at that time than in previous years?—A. In the first place, our firm, 
we are not speculators. I always say “we... .” 

Q. When you say “we’—A. I am speaking of the employees. We are 
not speculators and have never been. That is the first reason. We are a young 
Concern. We have been in business ten years only. Our reserve cannot be 
large. We never engaged in speculation. We have just about the quantity 
of produce we can market in a matter of ten or fifteen days, and we have 
‘never had a greater supply on hand. If we handle a turnover of $100,000 or 
$125,000 weekly, we never handled such a turnover with a quantity of produce 
‘greater than what we could market in ten days. 
| Q. Speaking of last fall in particular, at what time of the year do you store 
| Your products for the winter?—A. We start to store our products at the end 
of September or the beginning of October, 
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Q. You have storehouses?—A. Yes, and the growers have a little storage — 
space. But when the embargo was imposed last year, only a few growers had | 
produce in hand. We experienced a very bad summer and had very poor crops. — 


By Mr. Lesage: } 
Q. For all types of produce?—A. Yes, sir, generally. I figure that the — 
crop has been some 60 or 65 per cent smaller than it was for the five previous years. 


By Mr. Monet: ee 
Q. I take it, Mr. Boudrias, that you make your statements not as repre- i 
sentative of Les Jardiniers modéles, but as a grower yourself?—A. Yes, sir. 
Q. Your statements do apply not only to yourself but to growers whom you — 
do business with: generally2—A. Yes, sir. This concerns all growers in the 
Montreal area. 
; 
By Mr. Lesage: ; 
Q. That does not apply to potatoes?—A. Not many potatoes are grown in ‘ 
the Montreal suburbs. We depend on New Brunswick for our supply. j 
Q. What produce do you mean then?—A. Celery, cucumbers, tomatoes, 
lettuce, cabbages, turnips, cauliflowers, spinach, and so on; also beets. : 
Q. And the production of these vegetables had been smaller by some — 
60 to 65 per cent?—A. Yes, sir. It is due to bad weather. There was less 
produce or rather less production, as shown by the average of 60 to 65 per 
cent in the Montreal suburbs. Of course, when the embargo was imposed, the — 
little group who had vegetables on hand at the time benefited by that situation, % 
there is no doubt about that. That group represents at most from 6 to 10 per — 
cent of all our gardeners. So one can readily understand that vegetables have ‘ 
doubled and even trebled in value, and that for many more causes. That was ~ 
not due to the embargo. That was the will of Providence who did not favour Ef 
us with fair weather. There was no production. ¥ 
Mr. TuarcHer: Would you speak more slowly, please, so we may follow © 
you?—A. With pleasure. 


Q. Would the crop, which you described a moment ago as more or less 
poor, have been a contributing factor to the rise in prices?—A. It is the main © 
cause. ry 
Q. You consider that the rise in prices is due to a more or less poor crop? 
—-A-* Yes, Sir: — 

Q. Now, I understand you said that growers who, after that date of — 
November 17 you just mentioned, had on hand certain produce referred to — 
in your answer to Mr. Lesage’s question, had benefited by the rise due to supply 
and demand.—A. That was a well deserved rise. For years we had been denied — 
fair and even normal prices. From time to time, farmers need a 


By Mr. Monet: i 


such as this. 
Q. So you don’t express yourself as owner of Les Jardiniers modéles but — 
as a grower?—A. J am more a farmer than a businessman. 4 
Q. What you state applies more to gardeners than to farmers?—A. Yes, sini 


The CuHarrMAN: They are happier, too. 


By Mr. Monet: 


Q. As the Chairman is saying, they are happier?—A. That’s it. = 
Q. You are giving us very interesting information. You find yourself in 
the happy situation of being both grower and tradesman. Now, let us go back — 
to the questionnaire submitted to you and which you have answered—A. On 
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Bethat point—I like to tell you what is going on in our group of producers 
comprised of about twenty-five to thirty of us—last Sunday we discussed the 
_ situation and the way of disposing of our vegetables now. Our people are 


getting ready to produce more, from two to six times more. 


By Mr. Lesage: 


Q. That is for last year.—A. Even, in August or November... When the 
farmer is encouraged and aims to treble or quadruple his production, this 
automatically entails a drop in the cost of living. In September or November, 
we will even need help from you to find markets. At the present time the 
gardener is encouraged to produce and in two months’ time vegetables will be 
plentiful. Last week, radishes were selling for 80 cents; with the new production 
coming in, they are worth 40 cents as I found out at 2 or 3 o’clock this morning. 


_ Soon they will sell for 5 cents a dozen. More than that, I would not be surprised 


to see them reach a bottom of 30 cents or 3 for 10 cents. . 
Q. That is the pre-war price?—A. If you encourage the farmer, he will 


_ produce and prices will come down automatically. 


Q. Therefore you think that production is the corrective for inflation? — 
A. From my point of view, that is really the corrective. In the first place, people 


must be encouraged to return to agriculture. No one wants to pay exorbitant 


prices but everyone will accept normal prices. Then the consumer, when he 
spends his money, wants to be protected and prices must not be too high. We 
want ordinary prices, prices that will enable all to make a living. 

~ Q. You want a fair return?—A. We want a happy medium, and we have 
it at the present time. By next fall everything will become normal and we 
will even have a production surplus. 


The Cuatrman: Thanks to the committee! That is very encouraging. 


By Mr. Monet: 


£Q). Coming back to your business, to whom do you sell?——A. We have 
a branch at Sherbrooke, one at St. Johns and one at St. Jerome. We work 
in co-operation with the firm of Courchesne and Larose. We make our purchases 
collectively. We have four hundred or four hundred and twenty-five inde- 
pendent grocers. Institutions, Catholic as well as Protestant constitute a 


_ large portion of our customers, and a very big customer from the very beginning 


is the Atlantic and Pacific Company, which does its ‘utmost to help in the 
distribution of vegetables in the Montreal suburbs. The minute we have 
overproduction, the moment we tel] them, those people pay a fair price, as 
equitable as they possibly can to our gardeners. 


 _Q. You sell your products to the retailers and over and above you sell to 
chain stores?—A. Yes, sir. 


Q. Now, will you produce that statement as exhibit 115?—A. Yes, sir. 
(Text): 
Mr. Monet: The next exhibit will be filed as No. 115. 


EXHIBIT 115 


Statements on fruit and vegetable operations, 
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StTaTEMENT No. 4 


LES JARDINIERS MODELES 


Montreal 


Sept. 1 to - 
— Dee. 31, 1945 1946 1947 ; 
: 1944 ' 
$ cts. $ cts. $ cts. $ cts. 
SEN ice alt apie ae i Aan Ur aeaes Sih ot ioe aCe nO rE 327,782.02 | 1,855, 737.23 | 2,843, 609.36 3,771, 654. 62 : 
seXSOBOL RRIOR aie Cen RE ee vlan 6s fees 301,883.56 | 1,720, 588.38 | 2,648, 360.72 | 3,431,963.26 
ECG LOSSEDIOHG: et ceeds ome Be iit iecwls aeious™ 9 25,898.46 135, 148.85 195, 248.64 339, 691.36 
OD WETAINCO NTE ia troeSo ere ire SOE doy Rtbtera ction aia ngewe 391.11 15, 203.73 10,877.05 
Gade vieDUOreis. gam is oe ens) atte cwiare Selene she 25,898.46 135, 539.96 210, 452.37 350, 568.41 
eee eee gee tes ieee Ge i ipuers  oysie = 14, 121.638 52,468.96 80, 848.93 128,518.07 ; 
OEMERTEXPCNSOS ae eh Gn niecls omer ols wigs seems 17,014.42 76,780.44 118,903.91 221,429.04 a 
——————. ——— 
31,136.05 129, 249.40 199, 747.84 349, 947.11 é 
Operating profit or loss 725). oe. de Sse oe *5, 237.59 6, 290.56 10,704.53 621.30 
rierestapaid sar scthies ts, Ste. ask auaroes Hates eee 355.01 3,240.40 5,320.75 73933.24 2 
SE INE SERS ee a a | SMe ve aoa JC eee nee 
Profitiorsloss belore taxes.) 6 cu idas es use ule *5, 592.60 3,050.16 5,383.78 *7,311.94 $ 
% 
Per cent gross profit to sales..............06. 7:9% 7:3% 6-9% 9% 
* Loss. b 
(Translation): 
By Mr. Monet: - 


Q. I understand, Mr. Boudrias, that you have read with me the question- 
naire that was submitted, which you have completed and which will now be 
filed as exhibit 115, and you accept it as reproducing correctly the figures that 
you submitted?—A. That is correct. 

Q. And with exhibit 115, which you have produced in the same way as 
previous witnesses have already done, you produce a comparative schedule, 
which will not be printed, giving the figures opposite each other in order to 
facilitate an understanding of this document. Therefore I refer you to state- 
ment No. 4. 


(Pert): 

Mr. Moner: I wish now to refer to statement No. 4, but before doing so 

I would ask the witness why all the information requested for the monthly 
statement as from other witness has not been supplied; and, also why we did 
not get any figures as to his sales and operations before 1944. 


Be ee es 


(Translation) : ‘a 
By Mr. Monet: 

Q. Mr. Boudrias, I have just explained in English to the members of the 
committee that I would now ask you why you have not given, as requested, — 
the monthly statements for the years 1947 and 1948, which were asked of the 
other firms and obtained from them, so as to enable the members of the com- _ 
mittee to examine your monthly operations in 1947 and 1948. You gave me ~ 
an explanation which I would hke you to give now to the members of the 
committee?—A. Mr. Monet, from the very inception of our firm we have never ~ 
done that; we have tried from time to time to draw up such statements, but — 
we found it impossible. One must realize that we sell perishable goods. At 
times the goods may be valued at $50,000 when the farmer delivers them and 
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then, fifteen days later, the same goods may have dropped in value to $35,000. 
We have thus figured that such statement would not give a true picture, that 
it would be useless work. We thought that closing the books once a month was 
unnecessary work and that it would be preferable to do it once a year. 
___-Q. For that reason it is not possible for you to give us the particulars that 
_we requested from you?—A. We thought it would serve no purpose to do it 
- that way. 

Mr. Lesace: In other words, you make no inventory at the end of each 
_ month?—A. No. 


By Mr. Monet: 


@. The inventory you could make for that period would not give a true 
picture of your operations or of your goods on hand?—A. That is right. 
—_—~Q. I also notice in Statement No. 4— 
_ Mr. Tuatcuer: Mr. Monet, will you tell us if those figures were prepared 
_ by auditors? 


. tan 


By Mr. Lesage: 
Q. Were they audited by a chartered accountant?—A. He is here. 
_ _Q. Were the figures in Statement 4 audited by a charted accountant?— 
_A. Yes, sir, they have been audited. 
= By Mr. Monet: 
] _ Q. Do I understand that your accountant is here?—A. Yes, sir. 


ae 
a 
: 


By Mr. Lesage: 
_ Q. Who is your accountant?—A. Messrs. Devarenne and Vezina. 
(Text): 


Mr. Monet: You understood what the witness said in answer -to your 
question, Mr. Thatcher? 


 H 
os 


(Translation) : 


By Mr. Thatcher: 


Q. Were those figures given to the Government?—A. Certainly. 
_ Q. For your taxes?—A. That is right. They are the exact figures of the 
operations, 100 per cent. 


By Mr. Monet: 


_ Q. What you show in statement No. 4, as requested, is a statement or a 
picture of your yearly operations?—A. 100 per cent. 

-Q. As you just told Mr. Thatcher, this statement of your operations was 
Sent to the income tax department?—A. Yes, sir. 
_ _Q. But with regard to the monthly statement, you are not in a position 
or it is not possible for you to give it?—A. No. 


i By Mr. Thatcher: 

— Q. It is difficult to understand that with such a. large volume of business 
you can say that you lost money last year?—A. I have broken it down, and 
8 is given. 

(rest) 


_ Mr. Moner: I will question the witness in detail on this statement I was 
‘Teferring to just now. 
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The CHarrMAN: Mr. Thatcher’s statement was that he could not under- 
stand how with such’a large volume the profit was so small. 
Mr. Moner: I want to question the witness on that now. 


(Translation) : 


By Mr. Monet: : 
Q. Let us take now your statement No. 4, Mr. Boudrias. Would you tell 
the members of the committee what was the total figure of your sales for 1944?— 
A. For the year 1944, $327,782. One moment please. 


By Mr. Lesage: 
Q. For four months only?—A. Yes, sir. For four months. 


By Mr. Monet: 

Q. You are answering the question as it was put to you, and it is for a four 
month period?—A. Yes, sir. 

Q. Would you tell the members of the committee why you did not provide 
the figures for the years prior to 1944, as requested, as you were asked to?—A. 
The figures for the previous years? 

Q. To September 1, 1944?—A. My organization, when I started, was not 
much concerned with bookkeeping; we were working night and day, my wife 
and I, and we had a fair, simple and ordinary accounting system, and for 
further details I might refer you to Mr. Vézina, our auditor; he can acquaint 
you with all that. 

Mr. Moner: Mr. Chairman, I ask that Mr. Vézina should be heard. He 
has some information to give us, and in all fairness to the committee and to 
the Boudrias firm he should give evidence immediately. 


(1 ext):: 

Mr. Moner: And the reason why there were no figures for 1944, was 
because there was no proper system of accounting in the business at and before 
that time; and I would like to have Mr. Vézina sworn so that he may be able 
to give us the reasons for that. 


(Translation): 
Mr. Armand Vézina, chartered accountant, 10 St. James St. West, 
Montreal, called: 


By Mr. Monet: | 

Q. I understand, Mr. Vézina, that you had something to do with preparing 
statements, and particularly statement No. 4, for the firm Les Jardiniers Modéles 
of Montreal?—A. Yes, sir. 

Q. You contributed to their preparation, if you did not prepare them 
ee , in the light of the figures submitted by the firm Les Jardiniers Modeéles? 
=A, Yes, sir: ; 

Q. Would you, more particularly at the moment, Mr. Vézina, tell the 
members of the committee why this firm is not in a position to give a statement 
of its operations or the result of its operations, as it has been able to do since, 
1944, why it was impossible for that firm to get those figures for the previous 
operations?—A. Mr. Boudrias sought my services in August 1944, and at that 
time I established a complete accounting system. There was no complete 
accounting system before. He had a book for accounts receivable and expenses, 
and the entries were made in a copybook, very simply; they were single entries. | 
As he paid he marked that down. However, that was not complete. There was 
no bank or cash balance. There was not any control. I could not know all 
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_ the expenditures he had made. I examined those entries in the books, and I 
_ happened to find some invoices, a lot of things; and however I found many 
things that he had paid for, but for which I never found any account. 

@. Then the previous accounting system was wholly inadequate, there 
were no means of giving an accurate answer on that basis?—A. It is true. 


By Mr. Lesage: 
‘ Q. It was a mere journal?—A. That is right. 


; 
Z 
: 


Pel 
~ 


4 By Mr. Monet: 
Q. I understand at that time the operations of the firm Les Jardiniers 
_ Modéles were not as developed as they are to-day?—A. No, they have been 
much extended during the year. . 

Q. And Mr. Boudrias said a moment ago they were chiefly what you call 
family operations, that is he conducted his business himself with the help of his 
family?—A. Yes, sir. 

Q. And you, as an accountant, are giving the information you were able to 


secure until the period of August 1944, and it was impossible to reconstruct— 
_ A. To get accurate results, no. 


= Mr. Moner: I must add for the information of members of the committee 
a some figures and a statement similar to that described by Mr. Vezina were 
: 
i 
a 


a oh ee ai oe Mes 


<P fa eee 


submitted to me and that, after auditing all of them with the committee’s 
_ accountant, we reached the conclusion that such figures would definitely be of 
_ no use to the honourable members of the committee because they were inaccur- 
_ ate and, consequently, we decided not to table them in view of the fact that they 
_ were absolutely useless. 


c 

‘ (Lert) 3 

| Mr. Moner: I want to say this for the benefit of members of the 

~ committee, that Mr. Boudrias and Mr. Vezina, the accountant, submitted to me 

- certain figures as to the operation of this firm previous to September, 1944, but 

- on account of their being inaccurate and inadequate, as was ascertained by an 
_ examination of Mr. Vezina and other witnesses, we came to the conclusion that 

_ it was purely a waste of time to put them in the record because they would 

_ really not show the operating figures with respect to this company. That is 

_ why we have put in only the figures which have been audited. 

5 Mr. Mayuew: Will you explain that $102,000 increase? 

Mr. Moner: I will question the witness on each of these ficures. I was 
just pointing out that the witness could not, as some other firms have done, 
give us figures for any period previous to September of 1944. 

en 

» 


(Translation) : 
Eas Mr. Lesacr: Mr. Monet, before you question the witness, could he tell us 
eet gardening operations are included, or if it is only the business end. 
%: The Wrrness: Both are included, Mr. Lesage. 
i 


By Mr. Lesage: 
i Q. Farming is there also?—A. Farming is there. 
Os Q. Farming operations are included— —A. Farming operations are included, 
_ and so are Les Jardiniers Modeles, both of them, both are included together, 
_ the farm—and then the store. 


| By Mr. Monet: 


bi Q. That is to say in statement No. 4 you have the total purchases with 
reference to all commodities bought by yourself or your firm?—A. That is 
orrect. 


13521—6 


ses 


on 


3232 SPECIAL COMMITTEE 


Q. Whether those commodities come from your farm or from other farmers — 
or growers throughout the country, the figures in statement No. 4 show the — 
total of your operations?—A. Yes. 


By Mr, Lesage: 
Q. They are combined then, the purchase and production costs?—A. They 
are grouped together; and, in order to answer the gentleman’s question who, a 
moment ago, found that rather singular— 
Q. I think you had better wait for Mr. Monet’s questions, Mr. Vezina. 


Mr. Monzt: Yes, I should like to ask you a few questions. 
. Mr. Vezina, you said that for the four months ending December 31, 
1944, your sales reached a total of $327,782.02?—A. Right. 
Q. Would you tell us now what was the total of your sales for 1947? 


Mr. Bouprias: For the year 1947? ; 
Q. The accountant might answer if that can help - all? 
Mr. Vezina: $3,771,654.62. 


By Mr. Monet: 
Q. That is the total of the sales of the firm “Les Jardiniers Modeles? 
Mr. Vezina: That is it. 


3 

¥ 

5 

j 

By Mr. Monet: ‘ : 
Q. Would you tell us when your fiscal year ends?—A. December 31. ; 
Q. So that the figures that you just gave us represent the operations for 

the twelve months of 1947?—Yes, sir. 
Q. Now, you note, do you not, as between the totals of the sales for the years — 
1947 and 1946, an increase of over $900,000?—A. Yes, sir. . 
Q. And that the total of your sales for 1947 is practically double what it 
was in 1945?—A. Yes, sir. : 
Q. I now refer you to the gross profits. Would you give us the total amount — 

of gross profits for the year 1947 by comparison with the year 1946?—A. 
s 
R 


$339,691.36 in 1947 and $195,248.64 in 1946. 

Q. Then you have an increase there, Mr. Vezina, I am not speaking of a 
few dollars, but of an increase of approximately $150, 000?2—A. Yes, sir. 

Q. Then, how do you account for a substantial increase in your gross profits | 
when your turnover after only shows $900,000?—A. Did you say, an increase — 
of the gross profits? Here you have $339, 691.36— 

Q. You said that you had an increase of approximately $900, 000 from 1946 - 
to 1947, when you show in gross profits the sum of $150,000 more in 1947 than — e 
in 1946; hence, could you explain to the members of the committee this profit 


which seems considerable at first sight. 4 
Mr. Lesage: Once more, if Mr. Vézina prefers to answer— i 
Mr. Monet: Yes, I believe that Mr. Vézina can answer, unless Mr. Boudriadll 

prefers to answer bameelt. 4 


Mr. Viztna: That can be explained because a good part of the purchases— 
and that is what accounts for the fact that the percentage is higher in gross 
profits—is made by others. We buy carloads for others and we sell those - 
load lots at a profit of 1 per cent only; the percentage varies considerably i ae 
our line of business. 

oS 


By Mr. Lesage: = 


Q. Les Jardiniers Modeéles often buy in common for other wholesales : 
merchants?—A. Yes, sir. 


DEBS 


Fwy 


PRICES 3233 


Q. And that is included in the total of the sales?—A. Yes, that is included 
In the total sales and in the purchases also ; therefore that has the effect of 


_ decreasing the gross profit slightly. 

j Q. Now, these increases of gross profits that we are asking you to explain 
_ — —A. They may be smaller or larger according to the different years; they 
j vary. 

’ 

4 By Mr. Monet: * 

2 Q..Could you tell us what the difference between 1946 and 1947 would be?— 
_ A. In 1947, it is rather hard to say exactly without having made a complete 
breakdown. 

: By Mr. Lesage: 

q 


Q. You did not make a breakdown?—A. No, not a complete one. 


Mr. Monet: We want that because, as the Chairman said the other day, 


: at first sight, the gross profit increased by $150,000, and the sales show an 
increase of $900,000.—A. Yes. 


: Q. I would like you to explain to us this profit which, at first sight, seems 
_ rather substantial? 


~ 


A 


: ~ By Mr. Lesage: 
3. Q. Do you believe, Mr. Boudrias, that this greater margin of profits which 


_ you made in December could contribute a great deal to this increase in profits? 


Mr. Bouprtas: No, it is not so much the margins that count really, because 


- the way the distribution is made, we had 50 per cent; take for instance oranges 
_ or lemons— 


es By Mr. Monet: 


4 Q. But you told us a few moments ago that you had made more substantial 
profits on domestic products. Mr. Lesage asks you now if it is possible that 
the increase of this gross profit which, at first sight, seems considerable in 
relation to the increase of your business, if it is possible that this increase 
_ would have been caused by the increase of the selling price? 

___-Mr. Bounrtas: Yes, that might have contributed. 

= Q. Can that account for the greater part of this gross profit? 

* Mr. Boupriss: Yes, a good part of it. 

. Mr. Lesace: Because, in final analysis, this part at 50 per cent did not 
_ Teally begin to be applied before January 1st? 

> 


yf By Mr. Monet: 
__ Q. For the imported products? 
~ Mr. Boupris: Yes. < 


Q. As regards local products, you told us a while ago that you had then 
4 certain amount of these products and that you made a profit on the others?— 
_A. There is no doubt that the quantity we had was a contributing factor. 
___Q. You even said so two or three times?—A. Yes. 


(Text): 
Mr. Mayuew: That is an increase over 1946? 
» Mr. Monet: Yes. 
-. Mr. Fiemina: But there is no basis of comparison with the years previous? 
| sa Mr. Monet: That is the only reason I made that statement. 
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Mr. Mayvuew: There is no basis prior to 1944, but from 1944 on, you have | 
the figures? 

Mr. Monet: Yes. I am going to question the witness on that. 

Mr. Maynew: I thought you were talking about this gross profit? 

Mr. Moner: This is it. 

Mr. Mayuew: Do you notice that your gross profit has increased every 
year by about $145,000? 

Mr. Moner: That is what we are discussing now. He is explaining that 
increase. . 

Mr. Mayuew: Well, his salaries and other expenses have mereased by — 
about $150,000? 

Mr. Moner: That is right. I am coming to that, Mr. Mayhew. It is — 
because at first sight there is an increase in the gross profit of about $150,000, 
with regard to 1946; and I was asking the witness to explain this in view of the 
fact that the increase in sales is nine hundred times and at first sight this increase ~ 
appears quite large. On the other hand, I am coming now to figures which — 
indicate that this increase was offset by increased operating expenses with | 
the result that the gross profit is not so large as one might expect. 

Mr. Mayuew: It remains just about the same. 

Mr. Monet: It is just about the same. 


(Translation) : 

Mr. Vezina: There is something else. Last year, on the farm, he pioduvean : 

on a much greater scale and these products were sent to the store and sold; é 

- while, in fact, the cost price should have been included in the expenses of the 

farm, but this was not done, and it is a very difficult computation for me to. 

make because the men worked now and then at the store and on the farm, — 

while a certain portion of the salaries should have been charged to purchases — 
in order to find the cost price of the farm products. 


By Mr Monet: 


Q. In other words, Mr. Vezina, I understand that the figures in sfatemen 
No. 4 include the farm operations and those of the enterprise Les Jardiniers — 
Modéles?—A. Yes. F 

Q. These figures belong to one or the other?—A. Yes. : 

Q. Therefore, the returns as well as the expenses in this statement are- 
~ those of the farm as well as of Les Jardiniers Modéles?—A. Exactly. i 
Q. Everything is combined?—A. Yes. $ 
Q. And you say it is impossible to draw a line of demarcation between — 

fs 
$ 


Bit eal oc: 


the two, as far as salaries, products and sales are concerned?—A. Well, you 
see, the men work on the fram or at the store, then— 
Q. How many men work at Les Jardiniers Modéles? i 

i 

Da 


Mr. Bouprias: At least 65 to 70 men; let us say between ul and 75 men. 


By Mr. Monet: 


Q. I understand that those men who work at the store, at the warehouse 
and at the place where the office is situated, at your home, at the store of 
Les Jardiniers Modeéles, also work on the farm?—A. Yes. i 

Q. Do they receive a salary for working on the farm and another one for 
working at the store or do they get only one salary?—A. That is the one 
salary they get. 2S 

Q. You never computed the proportion of salaries they could have earneé i 
by their work on the farm and their work at the store?—A. No; you see, at the 
moment we have a lot of merchandise to handle there; we will therefore send 10, 
15 or 20 men on the farm and, if there is more work, we will send them to the 
store. . 


ve, 
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Q. Statement No. 4 is therefore a consolidated statement of all your 

operations, of the farm as well as of Les Jardiniers Modéles?—A. Yes, sir. 

4 Q. On the returns as well as on the expenses of all your operations?— 

SA. Yes, sir. 

a Q. I now refer you on this same page to the “operating expenses”, and I 

~~ ask you to note that the difference between the operating expenses for 1946 
and those for 1947 are about $150,000—A. Exactly. 

iy @. In other words, your operating expenses for 1947 have exceeded by 

$150,000 those for 1946?—A. Right. 

Y Q. By taking into consideration, if I may use this expression, the gross 

a profit which we have just mentioned, would you give the members of this 
committee an explanation, a reason for this considerable increase in your 

_ operating costs in 1947 by comparison with 1946?—A. First, a major part of 

_ the summer season is devoted to the shipment of the gardeners’ produce, and we 

_ have to secure containers for that purpose and there has been a considerable 

_ increase in the price of those containers. Then, there is the maintenance of 


the truck “fleet”; I estimate that last year this cost us at least 20 per cent 
- more than in years previous. 


Q. I understand you have here figures which could explain that, comparative 
_ figures; for the record, would you give us the comparative figures? 
* Mr. Vezina: There are the salaries. 

By Mr. Monet: 


‘g @. Would you give a breakdown? 
“ Mr. Lesage: Mr. Vezina, as you get to an item, would you give us an 
_ explanation, because you say there is quite an increase in the salaries. and this 


_ increase in salaries does not seem in keeping with the increase in the volume 
of business? 


Mr. Vezina: The salaries varied from $80,843.93 in 1946 to $128,518.07 in 
1947. There were therefore considerable increases in salary in 1947 and then, 


_ there is besides, the employment of men on the farm, there are at least 20 
to 25 men on the farm. 


=. 


% Q. Has there been an increase in labour costs? 

a Mr. Bouprtas: In labour costs? 

% By Mr. Monet: 

E Q. In 1947 as compared with 1946?—A. Yes, sir. 

f Q. How much do you pay a man on the farm?—A. For the men on the 


farm, we paid $45 a month; we have Poles working for us, that was the price 
' fixed by the Government; and, besides, we have our own men, when there is not 
- much work at the store we bring them to the farm. But we paid $45 a month, 
_ that is the price which was set by the Dominion Government and, this year, we 
| pay $70 a month. 

QQ. That was the arrangement? 


____ Mr. Bouprtas: Besides that we had our truck drivers earning between $32 
_ and $33 a week. Nowadays one has to pay a man who has a wife and four 
_ or five children $38 to $40 a week to enable him to balance his budget. One has 
| to give him a chance to live. Consequently wages went up $5 or $6 a week, 
perhaps $8 or $9 or even $10 a week, and in the case of the Poles wages 
meecrersed from $45 to $70. 


* By Mr. Lesage: 


| -Q. That would be an 80 per cent increase approximately?—A. Yes. Then 
| apart from that it is very difficult to secure farm workers. Without the Poles the 
“tation would be very bad and that is the reason why such a movement should 
_ be promoted. 
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Mr. Monet: That explains wage increases. Now, Mr. Vezina, I wish to 
refer you to the increase in operating costs which seems rather high. Would 
you give us an explanation for that? 

Mr. Vezina: Then the truck expenses amounting to $26,209 in 1946 increased 
to $59,557 in 1947. 

Q. What would you say was the reason for such a large increase?—A. Well, 
the fleet was nearly doubled and the area covered for the delivery of goods 
widely extended. We made deliveries to Sherbrooke, St. Johns, Que., St. Jerome, 
Ottawa and Quebec city. 

Q. How many trucks have you now? 

Mr. Bouprias: Nearly forty, I believe. I could not say exactly. 

Q. And that is, you say, the explanation for that large increase from 
$26,000 to $59,000?—A. Yes, sir. 

Q. Can you tell us now what other factor could account for such a high 
increase? 

Mr. VEzINA: Yes, packing. 

’ Q. Does that represent a large amount?—A. Yes. It increased from $13,648 
to $36,987. 

Q. Are they containers?—A. Yes, containers, boxes, crates, wooden boxes 
for packing goods. 

Q. Have you any other substantial increases?—A. Insurance premiums have 
gone up from $8,512 to $17,121. The insurance on our trucks went up consider- 
ably and then Mr. Boudrias had our buildings revalued and the insurance there ~ 
also had to be raised. Some insurance policies had been cancelled previously 
-and were finally renewed. Altogether this brought up the cost of our insurance. 
And then there are telephone bills and telegrams. No, I am sorry, I should 
rather mention here cartage, that is for trucks that we hire and which do not - 
belong to him. 


By Mr. Monet: ; 

Q. So then, beside the fleet of trucks belonging to Mr. Boudrias, or rather ? 

to the firm of Les Jardiniers Modéles, you have expenses attributed to cartage — 

for hired trucks?—A. Yes. And those expenses amounting to $18,110 in 1946 

increased to $26,442 in 1947. Then there are also farm expenses, the matter of 

wages. 4 

Q. Yes, we mentioned wages a moment ago.—A. From $4,854 in 1946, they — 
rose to $10,974 in 1947. 


eras 


By Mr. Lesage: 


Q. Does that include the board for those men?—A. Yes, it does include the — 
board. Then the farm was considerably developed in 1947. Telegrams and — 
telephone bills must also be accounted for. I am sorry, I have given you figures — 
for the farm expenses which are not exactly that. It was rather for telegrams ~ 
and telephone calls which have gone up considerably. For the farm, the figures — 
are $4,854 and they have increased to $10,974. a 


ay 


* 
ae 


By Mr. Monet: e 

Q. Now you have just given us comparative figures showing a surplus of ig 
about $90,000.—A. Then, the other figures may have varied. There might also 7 
have been a slight variation in financial expenses which considerably increased — 
the amount. 4 
Q. What do you mean by “financial expenses”?—A. Well, there are financial _ 
expenses, it is... : 
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By Mr. Lesage: 


Q. Have we got that here?—-A. Then we have to take into account financial 
- expenses, bad debts... 


—— 
Ce en oa bie avidin 
i< $e") we os xe 

7 eS. ’ 


7 Q. Were there any in 1947?—A. Yes, there were. Some people went bankrupt 
and we lost $3,800. ; 

4 Q. Are bankruptcies occurring again?—A. Yes. 

4 @. So then you have given us the main reasons for that increase?—A. Yes. 
By Mr. Monet: 

4 Q. Then at the bottom of statement No. 4 you indicate a gross profit of 9 
_ per cent—on sales? 

5. 


By Mr. Lesage: 


Q. In 1947?—A. Yes. 

Q. No, this is a loss. 

Mr. Moner: No, 9 per cent indicates the gross profit percentage on sales. 
»—A. Yes. 

4 Q. Now, with regard to profit or loss, before tax deductions, you indicate 
_a loss for the year 1947?—A. Yes, sir. 

Q. However, you state that the gross profit on your sales amounted to 9 


per cent, and that apparently was the largest profit made by the firm of Les 
_Jardiniers Modeéles since 1944?—A. Yes. 


> By Mr. Lesage: 
y Q. Before leaving statement No. 4, Mr. Vezina, were there large inventories 
om December 31, 1946 and at December 31, 1947?—A. At December 31, 1946, the 
inventory amounted to $14,609, and at December 31, 1947, it stood at $78,202. 
___Q. How was the inventory of $78,000 valued?—A. At cost price on the 
market or at the market price if it was lower. 
3 @. But if the produce came from the farm?—A. If it came from the farm, 
we valued it at the market price, at the price he paid for it himself. 

—__ Q. Which he himself paid, at that moment, or which he had paid?—A. Yes, 
which he paid at that moment, on December 31. 

__ Q. As a matter of fact, if the inventory had been valued on the basis of 
the selling price, you would have ended the year with a fairly large profit?— 
_A. But that would have been an unreal profit. 
_ _Q. But this figure of $78,000 certainly represents a sizeable amount?— 
_A. No, that represents the market price at that time. . 
—__ Q. Yes, I understand, but I am seeking an explanation for this loss in 1947. 
_—A. That is due to increased expenses. 

QQ. The system will have to be changed?—A. You see, profits on fruits and 
vegetables are so variable; this kind of business can result in a heavy loss one 
year and a large profit another year . . . 

___ Q. Because this is the first time we encounter such a heavy loss. 


_ Mr. Moner: Yes, the firm of Parent and Goyer whose representatives 
. heard last week showed very small profits, yet they showed a profit never- 
theless. 

_ Q. Have you anything to say about that, Mr. Boudrias? 

Mr. Bouprias: Yes, sir. Our distribution is very widespread, and all the 
produce we succeed in getting, especially very scarce produce, for instance, if 
Wwe receive a carload of oranges, grapefruit or carrots, and we have some 400 
customers to serve and make a point of distributing the produce to those 
customers, distribution costs us four, five, six and seven times what it could 
cost us . . . If we had not wanted to meet the publiec’s needs, it would have 
oe 13521—73 
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been easy to show a profit of $100,000. We merely had to dismiss our staff and 
sell those carloads as they stood on the tracks, take a profit and not bother 
about anything; but one cannot merely think of to-day, especially in the matter 
of imports. Apart from that, I am setting up an organization to serve the 
gardeners. There is no such organization in Quebec, an organization patterned 
on that of our firm which aims at and is interested in distributing the produce 
of our gardeners throughout Canada. Distribution in the Province of Quebec 
is not yet perfect and we are seeking to expand it as much as possible. I have a 
eroup of gardeners who co-operate with me to the fullest extent. They stand 
by me all the time and if I happen to show a debit balance of $7, $8 or $10, 
those people do not leave me to my fate because we ship a lot of produce for 
them. | 

For instance, there are people coming to us saying: We have no market 
for between 15,000 and 20,000 crates of cucumbers, we cannot get rid of them; 
could you do something about it for us? We telephone or telegraph throughout 
Canada, to Quebec City, Toronto, Ottawa, Kingston, Cornwall, Ont.; even way — 
down to Prince Edward Island. Costs are no object; our sole concern is to be ~ 
in a position to deliver that produce. We are the only ones in the Province — 
of Quebec building such an organization, doing that kind of business. . . 

As you are no doubt aware, Mr. Lesage, people in the Province of Quebec — 
are not used to receive goods shipped on consignment, it is just not being done, 
so we do not quote them a price, there is no sense in it, we lose money. I know 
of cars, I could show you, on which we suffered a loss of $600, $700 and even — 
$1,000. I could show you whole éarlots of tomatoes which were a total loss to me, — 
many times. . 


‘ 

% 
By Mr. Beaudoin: ; 
Q. In other words, you assume full responsibility for the shipment?—A. Yes, E 
we assume full responsibility; perhaps we should not, but in substantiation of 
my evidence let me tell you a Montreal organization is receiving a grant of © 
between $9,000 and $10,000 a year from the Provincial government. 


By the Chairman: 


Q. From the Provincial Government?—A. Yes, from the Provincial — 
Government. = 


By Mr. Lesage: 


Q. From the Quebec Provincial Government?—A. Yes; they get between © 
$9,000 and $10,000. a year and still they show a deficit year after year; they are 
competitors trying to make things difficult for us, whereas in the case of gardeners 
I serve, the distribution, all over Canada, was organized by myself alone with- — 
out seeking any contribution from anybody. : 


Sa 


Pi 


By Mr. Beaudowm: 


Q. How is the organization called?—A. The Coopérative des jardiniers-— 
maraichers du Québec. . 
Q. The Coopérative des jardiniers-maraichers du Québec?—A. Yes. 
Q. That organization is a competitor of yours?—A. Yes, they are com=— 
petitors of mine, and I have to fight my battles along the same lines, with the © 
difference that nobody helps me. "4 
Q. You receive no grants from the Provincial Government?—A. Oh, no. - 
Q. Did you ever seek a grant from the Provincial Government—a subsidy? | 
A. No, and I will not seek any; all I want is that everybody should be on the 
same footing. a 


Vie 
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By Mr. Lesage: 


Q. Mr. Boudrias, in 1947, if I understood you well, you have given much 
_ of your time to the establishment of a regular market for farm produce, par- 
ticularly for those of your own and your neighbours’ farms?—A. Yes, sir 


Q. Your operating costs have thereby been increased?—A. Yes, we are at 
Z the organization stage, it is not done in the Province of Quebec; we want to 
follow the lead of Ontario. 
< Q. So?—A. So, all is well with the people of Ontario, we have no quarrel 
with them, but we shall not let them get the best of us. The difference is that 
-we are compelled to do it with our own money. 
Q. In 1947, you claim the yield was low; nevertheless, your sales increased 

_ by $900,000?—A. You are right, but we work like devils. 

Q. You state that production fell off by about 65 per cent, yet you show 
an increase of $900,000 in your sales; is it because you have extended your 
_ markets?—A. We have extended our markets, we were more aggressive. 


a By Mr. Monet: 
5 Q. You own a fleet of some forty trucks?—A. Yes, sir. 
x Q. Mr. Boudrias, in the list of your operating costs you have shown a con=. 


_ siderable amount for trucks hired to deliver your produce. You deliver almost 
_ everywhere in the province?—A. Yes, sir. Four and five hundred miles away 
_ from Montreal; even as far as Toronto and we have tried to enter the New York, 
_ Boston and other border cities’ markets on the other side. 


ie Q. Let us go back to your statement no, 2. 

& Mr. Lesage, are there any other questions you want to ask on statement 
No. 4? 

ba Mr. Lesace: No, sir. 

Pe 

% By Mr. Monet: 


Q. Let us go back to statement No. 2. 
¥ (Text): 


Mr. Moner: I am going to state this in English because it is a change 
which has to be made in exhibit 115. I should like the members of the com- 
“mittee to make these changes which are very important. 


; Mr. THatcuer: What page? 

oe Mr. Monet: Statement No. 2, it is the first page of exhibit 115. On 
_ March 11 and March 18, oranges, California, first column, you have a selling 
_ price of $6.50 and $6.60. If you refer to statement No. 3-for the same dates, 
~ March 11 and March 18, the most recent purchase price you have there is $4.49 
for March 11 and $4.55 for March 18. Now, it should read $5.71 for March 11 
and $5.71 for March 18. 


Mr. Freminc: On which sheet? 


_,_Mr. Moyer: On statement No. 3, $5.71 and $5.71 instead of $4.49 and 
$4.55. 
- There is another correction on page 2; February 12. There is no change 
_m the selling price of $6; but there is a change on statement 3 for the same date, 
‘February 12, in the purchase price. Instead of $4.00 it should read $5.50. 

a Mr. Fieminc: The same as for February 19? 


_ Mr. Moner: The same as February 19, yes. There was a mistake in the 
_ figures. "htt Ae Pil ; 
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(Translation): 


By Mr. Monet: 


Q. Mr. Boudrias, I now want to ask you a few questions on the price of 
oranges. If you follow the comparative statement prepared by the secretariat, 
it will be easier for you; I gave you a copy a minute ago. As of November 27, 
Mr. Boudrias, you give as selling price $7. That is right, 1s it not?—A. Yes, sir. 

Q. And as purchase price $4.12, for latest purchases; the spread being $2.88 
per erate, or a percentage of 41-1 with reference to the selling price. Witnesses 
from Toronto and another firm have already come forward to state a selling 
price below the said price for a similar date. Kindly explain this to the members 
of committee and say why your firm sold oranges for such a price at the date 
specified? —A. This is due to sizes which come in small quantities in a carload 
lot of oranges that are in great demand. The margin seems very high, but if 
you consider the whole shipment, you find yourself with an entirely different 
profit. 


By Mr. Lesage: 


As to the answer you have just given, other witnesses answered the same 
way. Can you give a breakdown of this shipment? 


Mr. Monet: We had it this morning, a complete breakdown of a shipment. 


By Mr. Monet: © q 


Q. What, Mr. Boudrias, do you consider a reasonable profit on a crate of 
oranges to enable you to make a decent living?—A. On a crate of oranges, 
supposing from $3,700 to $3,900 are invested in a shipment of oranges, the 
margin on the whole, and the whole year through, has to be 75 cents to $1 a 
crate. ‘ ? 

Q. According to the witnesses heard, when the time comes for you to 
determine the margins you must have to make a reasonable profit, I understand” 
that you consider the purchase of the whole carload, and not the purchase on a 
erate basis?—A. No, sir. 


f 
= 
f 


By Mr. Lesage: : 


Q. And 75 cents per crate yields you how much on a percentage basis?—= 
A. There are 561 crates to a car; at 80 cents, this makes $450. ; 
Q. On $3,700?—A. Yes, sir. > 
Q. Did you say what it was?—A. On $3,900, 13-5 per cent. 3 


_ 


By Mr. Monet: 4 


_ Q. This morning you have here, Mr. Boudrias, a complete breakdown for a 
as of oranges you already bought?—A. The said carlot was purchased on 
March 9. : ¥ 

Q. Let us therefore take the carlot purchased on March 9. Naturally, 
when you buy a shipment of oranges, you cannot buy the whole 288-car?— 
A. No, but once in a while. 
_ Q. Usually, I think, for every shipment of oranges, you must accept various 
sizes?—A. Yes, sir. = 

Q. How many crates were there in the car you mention and about which 
you are giving details?—A. 561 crates. 

Q. Please state the number of crates in the above shipment, together wit 
the sizes of the oranges in the crates, and the price at the time?—A. Sixtee 
crates of size 176 at $7.75. ; 
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By Mr. Lesage: 
Q. Is that the purchase or the selling price?—A. The purchase price. 
Q. $7.75?—A. There were 40 200-crates at $7.75; 80 220-crates at $7.50; 
150 252-crates at $7.00; 175 288-crates at $6.25; 100 344-crates at $5.50, and 
that is all. 


By Mr. Monet: 


Q. There you have 561 crates?—A. Yes, sir. 

Q. You have all sizes of oranges in this car, all different sizes?—A. Yes, sir. 

Q. And for which you paid?—A. $3,727.75. 

Q. Now, will you kindly explain to the members of the committee what 
you do in order to sell these oranges, to ascertain the cost, with a view to adding 
a margin based on the figures you have just given?—A. When we got this car 
load of oranges, if you are thinking of these, when we sold them, we noted 
that we lost 50, 60 and 75 cents per crate on certain sizes. 


By Mr. Lesage: 

Q. Can you break down these figures?—A. I have no breakdown with me. 
The same thing happens every time we buy a car load of oranges. Once in a 
while, there is consumer resistance against a particular size of oranges. At 
certain periods, they want no large-size oranges at all, and they only go for 
small-size ones. At other times, it is just the opposite. You definitely cannot 
make a 10 to 15 per cent profit, it is impossible, because you must fall in line 
with the sale to the public. 


By Mr. Monet: 
Q. Is it possible that on $7.75 oranges you just could not make a normal 


_ profit, as you said a minute ago?—A. Yes, sir. And the proof is there, you have 


_ but to look into that shipment of March 9. 


Q. Consequently, when in fact you cannot take your normal profit, you even 


_ sell at a loss but you make up the difference by raising the price on another 
_ grade?—A. Yes, sir, we are compelled to do that. 


Q. Can you state figures related to the figure you have mentioned, that is 


» $7.75, the cost price?—A. I figure that this particular car of oranges brought 


us $6.60; that was the selling price of the oranges in that carload. Instead of 
bringing good returns, that car cost us plenty. 


| By Mr. Lesage: 
Q. You did not buy that shipment of oranges at the end of March. The 288, 


aS you say, cost you $6.25 per crate. On March 11, the latest purchase price 


was $4.49. 
Mr. Monet: There is a mistake there, it should be $5.71. 


Mr. Lesace: Oh! yes. I made the correction in statement 3 but not on the 
other. That is correct. 


By Mr. Monet: 
Q. And that is the usual practice? Have you any comment on that? You 


_ have just said that in the car of March 9, grade 288 cost $6.25 whereas in the 


statement just revised you give a price of $5.71 with reference to your latest: 
_ purchase. Was it the same car?—A. It could not have been the same car. 


_ Wait, yes it is the same car. The 344 size indicated here cost $5.50. 


7 Q. The reason is that you have shown 135 crates of 288 at $6.25 and, 


according to the figures corrected this morning, you have shown $5.71 or 


_ March 11—A. Other cars have come in too. You also have other cars the 


a eine 


~ cost of which is lower. 
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Q. I am asking you whether it is the same earlot or not. You show on — 
March 11 a cost of $5.71 as a more recent purchase price, and you have just. 
given, in describing the content of a car, a cost of $6.25 for the 288 on 
March 19?—A. It is possible that it happened this way, that two cars arrived 
the same day. It might be that. 

Q. There is no doubt that the car lot you described a moment ago is the 
one you bought on March 9?—A. Yes, sir. You have the document. 

Q. And you explain it that way, by the answer you have just given, how 
or why, on the particular date of November 27, you would have made a profit 
of 41-1 per cent on a crate of oranges sold at $77--A. That applies to a very 
small quantity, but it is our aggregate profit for that day. 

Q. At that time, Mr. Boudrias, could you not have sold at a lower price 
than the one you sold at, and still make a reasonable profit?—A. Yes, sir, we 
could have done so, but considering all the grades and all the cars that came ‘in I : 
think our profit was only reasonable. 

Q. How do you account for the fact, Mr. Boudrias, that other firms during 
the same period were able to sell at a price lower than yours?—A. It is possible 
that our competitors kept cranges in store for three weeks or a month, or in 
December, at a time when they could be kept in good condition. Futhermore, 
other firms might have secured a lower quotation. . 

Q. Is it possible also that a car may contain a greater variety of oranges, so ~ 
that the price would be less?—-A. Yes, sir, you have it there, Mr. Monet, because 
the shipping bill of a car— 

Q. I am asking you that question in order to try to account for the profit — 
that seems considerable for that period. 


Mr. Lesace: Before dropping that point, I am perusing the comparative 
statement and I notice the firm of Boyer and Company; I see that sometimes, 
on November 27 for instance, Les Jardiniers Modéles sold their oranges at. $7, 
whereas Parent & Gauthier sold theirs at $6. However on several other dates, 
Les Jardiniers Modéles sold at lower prices. 

Q. There is no fixed price on the Montreal markets?—A. There is a 
little competition. 


( Mr. Pinard takes the Chair.) 


Q. There is no market price for you people?—A. No, there is no price, none — 
is established. We try to serve our customers as best we can. ; 
Q. As far as oranges are concerned, it is your cost plus a margin, and not — 
the market price, that determines your selling price? Is that right?—A. Yes, sir. — 
Q. The laws of supply and demand apply only for a period of time, for-the 
immediate price, and you base it. on your cost?—A. As far as these things ares 
concerned, oranges and all the goods, they are on a quota basis. 2 


By the Acting Chairman: 


Q. You set your prices according to that policy and having in mind the — 
market fluctuations?—A. Yes, sir. There will be a period, for instance, where 
you will have from seven to ten cars of oranges coming in at the same time. 
I have been in the position where I had to sell below cost. Certain grades, for — 
instance, do not sell at all and, the following week, the trend has changed and — 
customers buy all those grades. z 

Q. Then your purchases, when that happened, were for the wrong kind? — 
When the small ones were in demand, you had the big ones? How do you — 
account for that? Is it a coincidence?—A. Yes, sir. That is a coincidence, ~ 
and we spend our time on the telephone educating the people. We tell them — 

“why not take these”, but they answer us “no, we want the small ones” Eg 
: Q. That is in keeping with the whims of the consumers ?—A. That i is human 
nature. 


yee 
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By Mr. Lesage: 

Q. That depends on the period of the year?—A. Yes, sir, and on the time; 
that depends; sometimes there is more money available. When they take the 
small ones, that means there is less money. 

Q. At that time, the people bought the small ones and paid their taxes. 
You set the price according to the carload lot you received?—A. Well. 

Q. You adjust the prices of oranges, the 288 size oranges, for instance, 
in relation to the total price a carload might have cost?—A. We take into 
account the size, our cost price and the demand. We cannot do otherwise. 

Q. That is what causes the price of oranges to vary, as in the case of the 
288, or the 344 or the 252?—A. Yes, sir. 

Q. That accounts for the difference in the prices?—A. Yes, sir. 


By Mr. Monet: 


Q. Now, Mr. Boudrias, I should like to ask you, with reference to the 
delivery of apples, to explain to the members of the committee how it happens 
that the price of B.C. apples is $3.21 on December 31 and that from December 31 
onwards there is no purchase price recorded before April 1? Am I to under- 
stand that no purchases took place during that period?—A. From December 
onwards, in December, January and February, there were virtually no purchases 
whatever. 

| Q. There must have been none, for there is no mention of price?—A. That 
® is correct. 

; Q. Can you tell the members of the committee how it came about that from 
_ January 8 to April 1, the price of apples sold by your firm increased from 
- $3.38 to $4.12 while the purchase price did not vary?—A. If we receive those 
apples in December or January and if we sell them two or three months later, 
_ we have to keep them in sound condition. You have to pay storage charges, 
_ there are also costs to get them out of the cellar which amount to 5 cents per 
_ box, and when the apples are left several months in storage, if you leave them 
thirty-one days and one day longer going into the following month, that 
counts for two months, and you want to take out your apples in sound 

~ condition— 


By the Acting Chairman: 
Q. The risk of loss and storage costs increase at the same time?—A. Yes, sir. 


By Mr. Lesage: 

; Q. That accounts for the rise in the price of apples the cost price of which 
did not increase?—A. Yes, sir. 

Mr. Moner: The cost price did not increase, but the price to you increased? 

—A. The price increased by reason of the added costs. 

Q. That is the price which you paid to the person who sold them to you, 
the risks of loss and all that you explained and spoke of, those are the reasons 
_ why the price seems to have been increased?—A. Yes, sir, that is it. 


i 
: By -Mr. Monet: 
: - _Q. Now, will you turn to page 2, Ontario No. 1 celery. As you stated a 
_ moment ago, Mr. Boudrias, you showed in your statement a gross profit of 9 per 
cent on sales, and that is the profit established for the year 1947. Can you explain 
_ how it happens that for the month of October, with the exception of October 30, 
the profit on celery reached a figure varying from 36-7 to 39-7 per cent? Why 
must you take such a large profit?—A. Celery is an extremely perishable com- 
modity. I cannot say it is a commodity we buy from, day to day, but we do 
_ buy it four or five days before distribution. Once or twice a year we place our 


re 


ents. 
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celery in storage, but we generally leave in on our floors and it is a perishable 
product. But in that particular case, the price rose quite rapidly. Had we 
wanted to take advantage of the situation, we could easily have jumped that 
profit of 31 per cent to 40 and even to 45 per cent at that time. The margin 
was $3 a crate, the market price for everybody. Had‘ we wanted to take 
advantage of the market we could have sold it for $5. 

Q. On that date?—A. Yes, sir. The demand was so great that we had ~ 
distributors the year round. If we had wanted to increase the price of that 
product by 50 cents, we could have done so, but we would not have had the 
advantage of availing ourselves of our quota. 


By the Acting Chairman: 


Q. How do you account for the loss incurred on celery in January, 1948? 
On January 29 you bought celery at $12.50 and sold it for $11.64—A. The price — 
had risen so high that we did not have the nerve to ask that price. I remember | 
that occasion. 

Q. You could have got that price? —A. We could have charged $18, $14. 

Q. You preferred taking a loss in order to retain the esteem of your 
customers?—A. Yes, sir, we must keep our customers in mind. We are not 
in business merely for one day. 

Q. You were not obliged to do so?—A. When you buy a crate of celery and — 
turn around and sell it for $12, I figure that is going a little too far. ae 

By Mr. Monet: 

Q. Did you have celery in the warehouse at that time?—A. No, sir. ; 

Q. How do you account for the $6 increase in the price of your purchases 
from January 15 to January 29, 1948. On January 15, when you made your 
most recent purchases, the price was $6.50 while on the 29th, you had to pay 
$12.50, if I understand correctly. How do you account for such a considerable 
increase?—A. It was getting late in the season and we had to rely on the celery ‘ 
in the cold storage plants in Ontario. There is practically no celery in storage 
in Montreal. ‘The celery consumed in December, January and February was 
canned celery and 85 per cent of it had been stored in Ontario. g 

Q. You had to buy it there?—-A. We had to buy it from those people, they 
were the bosses on that score. We bought a carload two or three times. 

Q. You did not have any celery left at that time and you had to buy it?— 
A. By December Ist we did not have any celery left in Quebec. Not a gardener 
in Montreal had a head of celery available by December Ist. 


By the Acting Chairman: 
Q. Everybody was buying it in Ontario?—A. Yes, sir. 


By Mr. Monet: 


Q. Would you turn to page 3 now, as regards imported cabbage? Mr. 
Boudrias, on February 26, there is an increase of 4-3 in the selling price and 
of 5:8 on March 4, while, for the same period— —A. From? J 

Q. On February 26, the fourth item from the top, 4-3, there is an increase of 
5:8 from February 26 to March 4, while in the same period there is a decrease 
varying from 3-7 to 3:3 in the purchases. Would you, then, explain to the 
members of the committee how it is that, while the purchase price decreased, 
the selling price increased?—A. It is somewhat understandable for cabbages; it. 
is our weakness, we handle a great quantity. 4 
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By Mr. Lesage: 


Q. That is where you make your money?—A. We buy some from fall until 
spring. What could have happened there, is that the local market may have 


been low at that time. Our gardeners were offering them in great quantities and 


we purchased them. It may be that the cabbages we bought during that period 
were sold a few days later. There was no demand, there was but a small 
demand and we bought them. 


By Mr. Monet: 

Q. Several witnesses told us, Mr. Boudrias, that the basis of prices in the 
fruit and vegetable trade, as in many other lines of business, is the general law 
of supply and demand. You have here a situation which I would like you to 
explain, which is somewhat different from what we were told, since, from 
February 26 to March 4, the purchasing price fell off, does that mean that the 
supply exceeded the demand at that time? In other words, were there more 


. cabbages on the market? 


Mr. Bouprias: From February 26— 


By Mr. Monet: 


Q. To March 4—the purchase price?—A. I think it was 3-7 cents. 

Q. The purchase price, on February 26 was 3-7 cents was it not and on 
March 4, a week later, it was 3-3 cents; how do you account for that?—A. If I 
understand correctly we are talking about American cabbages, aren’t we? 

Q. Yes, imported cabbages?—A. Imported cabbages. 

Q. Therefore, as the purchase price decreases, the selling price increases; 
I would like you to explain that to me a little, because this seems contrary to 


- what we have been told to date—A. Well, one thing happens, as I told you a 


while ago, we buy a lot of cabbages and while we were dealing with Texas, I 


suppose that the market which was at 3-7 cents here could have been at 4:3 


cents in Texas; that could have happened. You know that if we buy a carload 
and if it arrives in about ten days, we have to figure out our cost ourselves. 


_ Therefore, those cabbages which are in Texas and which arrive in about ten 


days may affect our cost; there is such a sudden change. 

“~ Q. That is to say that the price mentioned in statement No. 3 and the 
purchase price may reflect on certain goods bought several days previously ?— 
A. That is correct; there could have been produce bought at 4-6 cents and 4:8 
cents which were in that carload; when you have ten carloads on the way, you — 
Aa you have to take care of each and every one of them and, in the store, 
that— 


The Actinc CHAIRMAN: In other words, these are not the same cabbages. 


Mr. Lesace: Even so, if the cabbages have been bought early in March 
for sale at the end of the month, this does not provide the desired explanation. 


Mr. Monet: You see, you have here a somewhat anomalous situation, it 
does not tie in very well with what has been said heretofore. When the hon. 


members of this committee analyse these returns, they will see the figures and 
— they will want to know what they are all about. 


: 


By Mr. Lesage: 

Q. You take a gross profit of 4-3 cents?—A. On the other hand, take 
cabbages of last month. Those cabbages cost me $2.75 and have been sold at 
$2 and $2.25— 

_ Q. Yes, at the end of April?—A. Yes, at the end of April, but we were 
losing 75, 80, even 90 cents. 
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By the Acting Charman: ‘3 
Q. Is the sale of cabbages subject to more variations than the sale of, say, 


oranges?—A. Yes. Bens 
Q. You show profits of 43-1 for March while in February you have made 


profits of 2:-4?—A. Yes. 


By Mr. Lesage: 
Q. There is even a loss of 2-2—A. Yes. 


By the Acting Chairman: 

Q. And you have incurred a loss of 3-9 in April?—A. Yes. 

Q. That seems to me quite extraordinary. Why is there so much difference? 
—A. Well, you see, we were permitted to import cabbages in mid-winter. At 
the time we had been without cabbages for a while, as you know, and we were 
permitted to import. There being no restrictions, we could get imports, but as 
we were short of produce we may perhaps have bought four or five times more 
than was needed, so that there may have been a glut for a while. 

Q. Is that the reason for the loss shown in April?—A. Yes. 


By Mr. Lesage: 


Q. Do you consider that a gross profit of 43 per cent on cabbages is normal? | 


—A. Well, in the fruit and vegetable business, you cannot establish rigid rules 
and say: we will take 15 or 20 per cent, because you never know how things 
will work out. You cannot say as in other businesses: we will take a profit of 
20, 30 or 35 per cent, because of the enormous waste which cannot be foreseen. 

Q. The main thing is your gross profit over the whole year?—A. Yes, 
exactly. You see, as there was no cabbage at all in January, we were permitted 
to import. So far so good. That was a supply of cheap food for everybody. 
Now, some will be harvested in a week and the embargo is imposed again. 
Nothing could be better, this works out 100 per cent in our favour. 

Q. You want to be protected as producers?—A. The set-up is perfect. If 
you do as you have done as far as cabbage is concerned, you will get tips. 


By Mr. Monet: 
Q. Now, if we inquire into carrots, I presume you will give the same 
explanation for October? 
Mr. Lesace: There is nothing on carrots, it is the same. 


By Mr. Monet: 
Q. That is the only period where you show a percentage which might perhaps 


be slightly above normal. On this point, will your explanation be the same ~ 
as the one you gave about cabbages?—-A. Carrots are in the same situation. ~ 


Q. Then, I have no other question to ask of this witness. 

Mr. Lusace: Onions, there is nothing on onions. 

Mr. Monet: There is nothing on onions. Their mark-up is the smallest 
of all. 


By Mr. Lesage: 
Q. What is that, “other income”, in the financial statement? 
Mr. Vezina: Part of the warehouses are rented to others. And, besides that, 
there is an important gain, it is the principal amount, there is— 


By the Acting Chairman: 
Q. The patronage dividends on the losses of the insurance companies, I 
suppose?—A. No, there is an amount of $9,000 of warehouse rentals out of 
that $10,000. 
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(Text): E 
Mr. Moner: I have no more questions for this witness. 


Mr. McGrecor: I would like to ask two or three questions. This item 
here, other income; has that been explained? 


Mr. Lesace: No, it has not. 

Mr. Moner: Pardon me, I didn’t get that. 

Mr. McGrecor: Other income, on the financial statement. 
The CuHarrMAN: That is rentals from warehouses. 

Mr. McGrecor: Rentals from warehouses? 

Mr. Lesace: Yes, $9,000 is warehouse rentals. 
(Translation) : 


By Mr. Lesage: 
Q. What was the capital setup in 1944 and in 1947? 
Mr. Vezina: In 1947? 


By Mr. Lesage: 


Q. Start with 1944, Mr. Vézina.—A. It is because I have not got it here. 
I only have the statements on operations. I have not the balance-sheet; then, 
simply from memory, I could tell you it has remained around $50,000. 


By Mr. Monet: 
@. There has been no. increase?—A. No. 
Giert) . 
Mr. McGrecor: These warehouses are rented? 
Mr. Lesace: They rent space in the warehouses. 
Mr. McGrecor: And this other income is from the space in their warehouses 
which they rent? 
Mr. Lesace: In their own warehouses, and it amounts to $9,000 of that 


"4 


Mr. McGrecor: What was their capital setup in 1944 and 1947? 
Mr. Lesace: Around $60,000. 
Mr. McGrecor: In 1944? 
i Mr. Lesace: It is about the same, it has not increased at all. 
_ Mr. McGreeor: There has been no increase? 
Mr. Lesace: No. 
Mr. Moner: There has been no increase. 
‘ Mr. McGregor: The breakdown of that $221,000 has that been shown so 
that one can read it? 
Mr. Monet: Yes, that has been shown. 
Mr. McGrecor: That has been broken down and it is all itemized? 
__ Mr. Monet: Yes, and the $128,000 also—salaries, has been explained; and 
also the $150,000 increase in the cost of operating has been explained. 
| Mr. McGrecor: And they have been put down in detail so that we can 
read them? 
| Mr. Monzr: Yes. 
Mr. Maynew: Have you the number of people on salary? 


( Translation we 
Mr. Moner: What is the total number of your employees? 
Mr. Bouprias: The number varies. 
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By Mr. Monet: 

Q. What is the average maximum number of employees that you have, 
and the minimum number, at different periods of the year?—A. That may vary, 
with all the branches and the periods of time, from 90 to 125. 

(Test): 

Mr. Monet: He says that the total number of employees both for the 
farm and the wholesale store, and the employees work either in the one or the 
other, and some of the people work both on the farm and in the store, they 
run all the way from 125 to 90. 

Mr. McGrecor: From 90 to 125? 

Mr. Monet: Yes. . 

Mr. Maruew: So that is all salary, or is there other expense? ; 

Mr. Moner: That is all salary. . 

Mr. Mayuew: All salary? as 

Mr. Monet: Yes. 

Mr. Lesace: And he says, some are fed. 


(Translation) : 
Mr. Monet: Are they all on salary? 
Mr. Bouprtas: Yes, they are all on salary. 


By Mr. Monet: 
Q. And, for their travelling expenses, that goes into the operating costs ?— 
A. Yes, travelling expenses go into the operating expenses; when we meet a 


customer or anything... 
(Text): 

Mr. Moner: He says that their salaries always include the gardeners, 
and when they are out on the road selling and have other expenses those other 
expenses are put under operating costs. 

Mr. Mayuew: Is there any division between sections of the business? 


“sts bg aa ee 
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By Mr. Monet: 


(Translation) : 

Q. Can you tell us, according to your accounting system and the way you 
operate, if you are in a position to establish if your farm brings in profits or — 
if your store does, or vice versa, and in what ratio?—A. Not so far because” 
our system has been organized to have a complete accounting system for the — 
different places, only recently. Then, I cannot break that down. 


eTern)- 
Mr. Monet: He said that not until they were organizing; they have been — 


o 


organizing things since the beginning, and they have not been able up to now ~ 
to make a complete division as between the farm and the store. “ 
Giese ks Mayurw: And this $150,000, does that include the capital employed, | 
invested in the farm as well as the warehouse and business? :% 
(Translation) : i 

Mr. Monet: Mr. Mayhew wants to know if the amount of $50,000 that 
you mentioned a while ago . . . You understood the question? = 
Mr. Bouprias: Yes, sir. He 
(Text): : 


Mr. Monet: He said, yes. 
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Mr. McGrecor: Do they own the farm, the warehouse and everything else? 

Mr. Monet: Yes. It started, as the witness described earlier in his evidence, 
he started this business with his wife and everything has been built up as they 
have gone along. 

Mr. McGrecor: Now, in the four years they had a loss of $8,798, and they 
had a loss of $31,141; that is after taking out their rentals in this here that they 
got from the warehouse. In other words, on the operation of their business 
alone they had a loss of $31,142 on sales of $8,750,000. 


(Translation) : 

Mr. Moner: Mr. McGregor has added up the figures of your sales, and he 
says that, on the total of your sales amounting to $8,700,000 in short, according 
to statement No. 4, you had a loss of about $30,000. 

Mr. Lesage: I do not see that, Mr. Chairman. 

(Text): 
Mr. Lesace: I cannot see that. 


: Mr. Moner: I understand that is on the operation of the farms and every- 
thing else. 

; Mr. McGrecor: There are two losses. Your losses were $4,270; and then 
you take credit for the amount you received as rent—$26,000—which leaves 
you a total loss of $21,000 on the business. 

Mr. Lesace: And that is about $13,000 loss; but in two years they made a 
profit. 

Mr. McGrecor: That is a total loss of $4,670; then rentals from warehouses 
amounted to $26,000, which is in the business. 

_. Mr. Mayuew: Apparently we do not know what rental he was charging 
himself for this warehouse space and what part that forms of this rent received. 
It is all included in the operations of the business and that is the total loss to 
date. 


(Translation): 


~ 
iy 


. By Mr. Monet: 

_ Q. Please give them the explanation, Mr. Vezina. Have you anything to 
say about that? It is time for you to do so. 

7 Mr. Vezina: The only explanation I can find for that is that for three or 
four years all his efforts were directed towards the improvement of the business. 
Therefore his operating expenses are very high. If I look at last year, delivery 
costs alone would amount to— : 


a By the Acting Chairman: 
___ Q. Do you consider Mr. McGregor’s figures as being correct?—A. Yes, I 
believe they are about right. 

_ Q. With regard to the conclusion he has come to, would you say he is right? 
In your own opinion do you believe there was a loss amounting to $31,000? 

_ Mr. Lesace: Not $31,000 but $4,000. Well if one takes storage into 
account, but one cannot do that. 


By the Acting Chairman: 
_ Q. Then apart from storage there would have been a loss of $4,000? 
_ Mr. Vezrna: Yes. 


Mr. Lesacn: Yes, but I believe we must consider that on the basis of his 


increased capital value. 
= 
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Mr. Bouprras: Now in that business of ours, in that kind of business lots 
of people have lost hundreds of thousands of dollars, but we try to get along 
alone. 


By Mr. Beaudoin: 
Q. Without any grant from the government?—A. Yes, without any govern- 
ment grant. We treat our people and our farmers as well as we can, we strive 
to pay them as much money as we can for their products. 


By Mr. Monet: 

Q. In other words you try to establish another kind of market?—A. Yes, 
we are trying to establish a market that would not cost anything to the Pro- 
vincial Government and to the Dominion Government either. 

Q. You try to do so by contenting yourselves with reasonable profits, 
by standing losses whenever they occur. You hope to be in a position that way 
to build up a trade which eventually will become profitable?—A. Yes, and a 
trade by which many people will benefit. Perhaps 100 to 150 gardeners will 
derive benefit from it. I could go to them any time, and to-day or to-morrow 
if I need funds, I only have to turn to the farmers around about, I ask you to” 
give me but one hour and within that time limit, they will have given me a credit 
note for $100,000. Now then, I suppose if I had not treated them right, that 
would be impossible. It would take me just one hour for that. The reason is 
I distribute their products and I can find markets for them to sell their goods. 
In other words, we are not asking the government for money. Here in Ontario. 
there are other organizations which cost you an awful lot of money. You have 
been asked for all kinds of grants and you are being asked for grants all the 
time. 


By Mr. Beaudoin: 

Q. The Dominion Government did not give any grants to organizations in 
the Province of Ontario. The provincial government did. 

Mr. Bouprras: It would be quite all right as far as cooperatives are con- 
cerned. I would not blame them but... ; 

Mr. Beavporn: It is not the Dominion Government. It is the provincial 
government. 

Mr. Bouprias: Yes, it is the provincial government. I am sorry. 

Mr. Lesacre: Agricultural grants do not come under the jurisdiction of the 
central government. 

Mr. Martin: You should ask Mr. Duplessis! 

Mr. Monet: I have no other question. 

Mr. Bouprias: The way cabbages were dealt.with . . . aS soon as you 
decide to act the same way about other products, that will be completely satis- 
factory. We all want the consumer to be fairly treated while for ourselves we 
want also a certain measure of protection. We would like to see everybody 
treated with justice. We will be quite satisfied as long as we get a certain 
measure of protection. 

The Acting CHAIRMAN: That will be all. I wish to congratulate you on 
behalf of the members of the Committee on the energy and industry you have 
displayed in building up your business. I note, as the other members of the 
committee have noted, that you have only taken reasonable profits in that 
undertaking and I wish you the fullest success. 

Mr. Bouprtas: I thank you very much, gentlemen. i 
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MINUTES OF PROCEEDINGS 


Wepnespay, May 26, 1948. 
The Special Committee on Prices met at 4.00 p.m. 


Members present: Messrs. Beaudry, Beaudoin, Fleming, Kuhl, Lesage, 
McGregor, Mayhew, Pinard, Thatcher, Winters, Zaplitny. 


On motion of Mr. Lesage, Mr. Mayhew took the Chair in the absence of 
the Chairman and Vice-Chairman. 


Mr. Thomas R. Gregory, Vice-President, Atlantic Commission Company 
Inc., Boston, Mass., U.S.A., was called, sworn and examined. He filed, 


Exhibit No. 117—Statements on fruit and vegetable operations prepared 
in answer to questionnaire. (Printed in this day’s Minutes of Evidence). 


In the course of Mr. Gregory’s examination, Mr. Henry P. Wehman, 
Treasurer, Atlantic Commission Company Inc., Montclair, New Jersey, U.S.A., 
was also called, sworn and examined. 


Witnesses discharged. 


Mr. George W. Bird, Purchasing Agent, The Great Atlantic & Pacific Tea 
Co. Ltd., Toronto, was called, sworn and examined. He filed, 


Exhibit No. 118—Statements on fruit and vegetable operations submitted 


by The Great Atlantic & Pacific Tea Company, Limited. (Printed in this day’s 


Minutes of Evidence). 


Exhibit No. 119—Explanatory letter dated May 21, 1948, from T. Haldane 
Wickett, The Great Atlantic & Pacific Tea Co. Ltd., to Fabio Monet, K.C., 
Counsel. (Printed in this day’s Minutes of Evidence). 


Exhibit No. 120—Statement showing examples of varying gross profits 


over a two-week period in similar localities. (Printed in this day’s Minutes of 


Evidence). 


At 6.20 p.m. witness discharged and the Committee adjourned until Thurs- 
day, May 27, at 11.00 a.m. 


R. ARSENAULT, 
Clerk of the Committee. 
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MINUTES OF EVIDENCE 


House or Commons, 
May 26, 1948. 


The Special Committee on Prices met this day at 4.00 p.m. The Acting 
Chairman, Mr. R. Mayhew, presided. 
. 


The Actina Cuatrman: All right, Mr. Monet. 


Mr. Monet: Mr. Chairman, I wish to say to the members of the committee 
that the witness that I am calling will give evidence as to retail prices, and as 
I stated in my opening address in this investigation one witness only will be 

called to give evidence as to retail price spreads on fruits and vegetables for the 
_ Toronto and Montreal markets. The witness summoned is the Great Atlantic 
: and Pacific Tea Company Limited. While discussing with the representative 
_ of that company retail price spreads on fruits and vegetables in Toronto and 
_ Montreal it was mentioned to me that there was the Atlantic Commission 
: Company Incorporated through which the Great Atlantic and Pacifie Tea 
Company purchased or obtained a very large amount, if not all, of their 
. purchases in fruits and vegetables. In order for the committee to have a 
complete picture of this operation I also have summoned the Canadian agent 
of the Atlantic Commission Company Incorporated, and he is the first. witness 
I wish to examine now. The witness who is the representative of this company 
3 Mr. Gregory. 


Thomas Roland Gregory, Vice-President, Atlantic Commission Com- 
pany, called and sworn. 


By Mr. Monet: 

ve Q. Mr. Gregory, would you please give us your full name?—A. Thomas 
~ Roland Gregory. : 

a Q. And your private address?—A. 151 Northern Ave., Boston, Massachusetts. 
Q. What is your position with the Atlantic Commission Company?—A. I 
_ am vice-president of the Atlantic Commission Company. 

Q. And you are here this afternoon to represent that company ?—A. Yes. 
Q. Would you tell the members of the committee if the Atlantic Commission 
_ Company Incorporated is a Canadian or an American company ?’—A. It is an 
_ American incorporation. 
~  _Q. And I understand that company is licensed to do business in Canada?— 
men. Chat is right. 
oe Q. Now, would you please tell the members of the committee if the state- 
Ment you have submitted to counsel for the members of the committee, and 
on which you will be questioned this afternoon, relates only to the Canadian 
_ Operations of the company?—A. That is right. 

; Q. I am now showing you a questionnaire that has been sent to your 


company, and to which answers have been given which will now be filed as 
exhibit 117. 


Exit No. 117: Answers to questionnaire by Atlantic Commission Com- 
pany Incorporated. 
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STATEMENT 1 
General Information het . j 


Preliminary Information—Fruit and Vegetable Inquiry 


1. Name of Company: Atlantic Commission Company, Inc. 

2. Address of head office: 420 Lexington Avenue, New York 17, N.Y. 

3. Date commenced business: February 9, 1925. 

4. Names and addresses of parent subsidiary and affiliated companies: 
cara enti & Pacific Tea Company, 420 Lexington Avenue, New York 
WV Pee ae 

5. Names and addresses of officers and directors or partners: David T. 
Bofinger, President, 420 Lexington Ave., New York 17; Harvey A. Baum, Vice- 
President, 37 Wall St., New York 5, N.Y.; Ralph W. Burger, Secretary, 420 
Lexington Ave., New York 17, N.Y.; Henry P. Wehman, Treasurer, 37 Wall St., 
New York 5, N.Y. 

6. Location of branches, warehouses and other places of business (including 
those of subsidiary companies engaged in the fruit and vegetable trade): 
Atlantic Commission Company, Inc., 185 Laughton Street, Toronto, Ont; 
Atlantic Commission Company, Inc., 3715 Workman Street, Montreal, Que. 

7. Sales during last complete fiscal year: ; 


Bie Bas a'g + eg Be eee Delete $2,979,074.73 91-0% 


(b) Other affiliated companies ...... — — 


(c) Other wholesalers .......... ... 294,866.81 9-0 


(GA Other "rebailers din .usicd cates « — — 


(¢) «Total Sales (Ske a eee 3,273,941.54  100-0% 
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By Mr. Monet: 


: Q. And I take it that you take this as representing the statement given by 

the company?—A. Absolutely. 

: Q. While this statement is being distributed would you tell the members 
of the committee what relationship there is between the Atlantic Commission 
Company Incorporated and the Great Atlantic and Pacific Tea Company 
Limited?—A. The Atlantic Commission Company is a subsidiary of the Great 
Atlantic and Pacific Tea Company, and we are a buying agent for the Great 
Atlantic and Pacific Tea Company on all of their fresh fruits and vegetables 

for use not only in Canada but in the United States as well. I do not know 
whether there is anything else I can add to that. If there is I will be glad to 
answer any questions that you have. 

Q. You say you operate as agent for the Great Atlantic and Pacific Tea 
Company?—A. We are a subsidiary of the A. & P. Tea Company. 

Q. I take it you purchase fruits and vegetables and then resell them to the 
Atlantic and Pacific Tea Company, or do you act purely on a commission basis? 
-—A. Well, no, we have field offices all over the country, and we have our own 

organization which buys from these different growers and producers, and we 
bring that merchandise into the different markets throughout the country, 
and it is in turn sold to the A. & P. Tea Company at the going market. We 
also sell a small percentage of our merchandise to other fellows in the whole- 
‘sale business. 

; Q. So when you use the word “agent” you do not mean by that that you act 
on a commission basis?7—A. We handle some merchandise on a commission 
basis for different growers—not in Canada because in Canada we only have a 
wholesaler’s licence here. 

Q. So that there will not be any misunderstanding we will speak only of 
your operations in Canada—A. In Canada; everything brought into Canada 
we own. We have a dealer’s licence under which, in the event we do not sell 
that merchandise to the A. & P. Tea Company, we can sell that merchandise 
to any other one here. 

Q. What I mean by a commission basis is that you do not sell or buy goods 
for the A. & P. Tea Company on a commission basis?—A. No, not at all, here. 


By Mr. Lesage: 
) Q. You are a profit making organization? You are seeking a profit? 
You are not a non-profit subsidiary?—A. We take a profit or loss, whichever 
it may be. 
Q. You sell at the market price?—A. Yes. 
Q. That is your aim?—A. Yes. 
Q. Both in the United States and in Canada?—A. As well as here. 


By Mr. Monet: 


Q. I understand that the Atlantic Commission Company has separate offices 
from the Great Atlantic & Pacific Tea Company?—A. Yes, 

_ Q. And separate officers?—A. Yes. 

- Q. And am I also to take it that as to the policy on decisions as to price 
between the two companies there is no connection between the two companies 
as far as marketing is concerned?—A. That js correct; we leave that entirely 
up to our managers who are running the different offices and who are more 
familiar with the markets on these terminals in deciding the price at which we 
will bill that merchandise to the tea company. 

_ Q. That would be for your operations, but as between your operations and 
the Great Atlantic and Pacific Tea Company must I understand there is no 
understanding as to the marketing of the produce sold either by you or by 
them?—A. That is right. 


x 
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Q. So your operations are entirely independent? Would that be correct? 
—A. Absolutely. 


By Mr. Lesage: 
Q. You are handling only fruits and vegetables?—A. That is all. 


By Mr. Monet: 


Q. Now, would you tell the members of the committee what percentage 
of your total business would be sold to the Atlantic and Pacific Tea Company? ; 
—A. Ninety-one per cent of our business in Canada is with the A. & P. Tea 
Company. et ; 
Q. That appears on statement No. 1 of Exhibit No. 117, and the other — 
9 per cent is sold to other wholesalers?—A. Other wholesalers. 4 

Q. Would you tell the members of the committee where you get your 
supplies. Where do you purchase the different fruits and vegetables that are — 
handled by your company and sold either to the Great Atlantic and Pacific © 
Tea Company or any other wholesaler?—A. I will tell you, it has always i 
been our policy here as well as any other place in which we operate, tom 
support 100 per cent the local growers for the merchandise which they grow, ~ 
to the best of our ability. We at one time brought in quite a lot of mer- 
chandise from the United States, but even during that period we still wom me 


everything which was locally grown and we secured it from the people whom we > 
thought were growing and packing the best merchandise for our outlets through ~ 


our stores. 
Q. Is a large proportion of your business in imported goods?—A. Prion 
to this it was, at different seasons. At different seasons probably, like any other — 
wholesaler, we had to bring this merchandise in to take care of the A. & Pa 
Tea Company’s requirements. At the present time, as you probably know, e 
practically all the business which we are doing, except citrus, is done here with 
the local grower. : ES 
Q. Now, Mr. Gregory, I want to take you to your statement No. 4 of © 
Exhibit 117. I understand your fiscal year ends on February 28; is that correct? 
—A. That is right. | 
Q. Now, would you tell the members of the committee if sales and profits ‘ 
shown for the year 1947 are actually those for the 12 months ended on Feb- 
ruary 28, 1948— —A. That is right; that is from March 1 to February 28, a 
1iS—— Ea! 
Q. Which is listed— —A. As a year for our company’s operations. 
Q. As listed in the last column for 1947?—A. Yes. 
Q. And the same applies for all other years?—A. All other years are 
comparative. 
Q. And the figures we have for the year 1947 are from the Ist of March 
1947, to February 28, 1948?—A. That is right. ; 
Q. Would you tell the members of the committee what is the total amount — 
of your sales for the last fiscal year as it appears?—A. For last year we sold — 
$3,273,941.54. ; ‘| 
Q. And the gross profit for the year 1947 was 3-24, gross profit to sales?— 
A. That is right. 
Q. I would hke you to explain to the members of the committee the reason 
for the difference on other operating expenses as between 1946 and 1947 fro 
$13,150 to $20,580? What would be the cause of that difference?—A. Well, I 
think practically all of it, in my opinion, would be salaries of our organization. 
Q. You have salaries under the previous heading; the previous heading is 
for salaries, other salaries and wages.—A. Other operating expenses—what 1s 
that, $20,580— 
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_  Q. As against $13,150; if you cannot explain that and someone else can 
he can be sworn.—A. In my opinion I think that is due to the fact that we 
handled considerably more turnips, we shipped more turnips out of Canadian 
territory this year than we did in previous years, and it has cost us considerably 
“more money in handling that additional volume. I think during that period we 
‘shipped some 600 carloads of turnips out of Canada to our American offices, 
which was considerably greater than in previous years. 


By Mr. Lesage: 


: <a Q. How would that be charged to the Canadian branch if it was sent to the 
‘United States?—A. It is the cost of handling that operation. 

QQ. It should be charged to the United States company, to the company 
doing business in the United States and not to the branch doing business in 
Canada.—A. We in turn give our Canadian office a profit. I think some of the 
profit you see there we gave them for handling or buying these turnips. In 
other words, there is a profit as well as an expense there. 


_  Q. It is included in the amount of sales?—A. This is expense. 


_ _ Q. The volume of turnips you have mentioned is included in the amount of 
Sales you gave us?—A. No, that is entirely separate. Our treasurer has given 


4 


me a note— 

_ Q. Where is the profit if it is not there?—A. The profit is in this $38,000 
orofit. 

| Q. No, no, that is the result of the subtraction. It cannot be there—— 

. Well, it has to be there. Mr. Wehman has given me a note here. He is the 

easurer of our company and is probably a little more familiar with this. 

Mr. Moner: Then we will have him sworn. 


__ Henry P. Wehman, Treasurer, Atlantic Commission Company, called 
and sworn. 

BE Mr. Moner: What is your name? 

Mr. WeuMaAn: Henry P. Wehman. 

_ Mr. Moner: Your address? 

: Mr. WenMAN: Montclair, New Jersey. 

_ Mr. Moner: What number? . 

4 Mr. WeHMAN: 22 Yale Terrace. 


'? 
3 


Mr. Moner: I would ask you to speak as loudly as you can for the members 
of the committee. Can you answer the question? 

__ Mr. Lesage: If Mr. Gregory was not right about the turnips, you ean answer 
Mr. Monet’s first question. 

— Mr. Wenman: Well, this $20,000 expenses includes provincial taxes which, 
M previous years, were not assessed. You recall that the income taxes— — 
_ Mr. Lesace: That is one of the things we know. 

Mr. Weuman: The income tax was assessed by the dominion in 1946. 
There is about $3,000 odd in that $20,000 that is provincial taxes we did not 
lave for the previous year. So you have a difference there of about $3,000 
dd which is additional expense in conducting the volume of business that was 
lone 


_ Mr. Lesacr: That is the cost to you of the provincial autonomy of Mr. 
Juplessis. 

“Mr. Fiemine: Now, now. I should like to ask a couple of questions to 
ify statement No. 4. Am I to understand this statement reflects only the 
ladian operations? 

Mr. Grecory: That is right. 
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Mr. Fueminc: On what basis do you break down the operations of the 
company as between Canadian and American operations in order to be able 
to completely segregate your Canadian figures as you have done here? : 
Mr. Grecory: I should like Mr. Wehman to answer that. : 
Mr. Weuman: Approximately half the tonnage we brought into Canada 
from the United States and the other half came from the provinces. The 
expenses of obtaining that merchandise, the cost of obtaining it is assessed 
against all operations whether Canadian or American on a volume _ basis. 
Because the Canadian operation only took half of its supply from the United 
States, it is only assessed half of the cost. : 
Mr. Furminc: You are speaking in terms of volume measured in dollars? 


Mr. WeuMaw: In costs. 
Mr. Fueminc: Measured in dollars? 
Mr. Weuman: It would work out approximately the same. 
Mr. Fiemine: Would you just clarify that. You say, “approximately” 
You are speaking about volume but what kind of volume? Are you referring 
to physical volume or dollar volume? 
Mr. Weuman: For the purposes of the distribution of field expenses, as 
we call them, that is the expense of obtaining supplies, we use tonnage volume. 
In other words, if the Canadian offices obtain 2,000 cars and the total operation 
obtains 100,000 cars, the Canadian offices absorb the expenses in proportion @ 
their tonnage, not dollar volume. If we were to assess it.on a dollar volume basis 
it would result in an. assessment against Canada which would be excessive, in 
my opinion. % 
Mr. Fueminc: How long has this formula been in effect? : 
t 


-. 
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Mr. WeuMan: At least 15 years. 
Mr. Fueminc: Has it been approved by our Department of Nationa 
Revenue here for tax purposes? B: 
Mr. WeHMAN: Yes, it has. * 
Mr. Winters: I wonder if the witness would go further with that state- 
ment in which he said if it were assessed on a dollar volume basis it would be 
excessive against Canada? a 
Mr. Weuman: If you consider the exchange of Canadian dollars agains! 
American dollars, you would increase the charge by 10 or 12 per cent. I am 
speaking not of the current exchange rate, but of last year’s. : ‘ 
Mr. Fuemrnc: This column headed 1947 represents the twelve-month perioc 
ending February 28, 1948? 
Mr. WEHMAN: Yes. . 
Mr. Moner: Then, what you have just said applies to all the other year i 
Mr. WEHMAN: Yes. ¥| 
Mr. Monet: That has always been the policy of the company to list i 
that way? : i 
Mr. WeumMan:. That is right. i: 
Mr. Moner: Now, would you make some comment on the operating orof 
before taxes on income as between the year 1946 which would end on February 28 
1947, of $19,552 and the fiscal year of 1947 of $38,935. Would you explain th 
substantial increase in your operating profit? : : 


f, 


rs ig _ 


Mr. Grecory: Well, I told you I think it has been primarily due to tH 
fact our business has been substantially greater during that period than it he 
been in previous years. You may note that our gross profit rate is still ver 
close to previous years but that our volume has jumped from $2,646,000 1 


$3,373,000. We have been making a return of 20-64 against 3-24. 
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Mr. Moner: When you say volume, you mean your sales on a dollar volume 
basis? 
Mr. Grecory: That is right. 


Mr. Moner: Would that be the only thing to account for that increase, that 
the dollar volume was more substantial than in 1946? 


Mr, Grecory: I think that is about the story, as I see it. 


Mr. Prnarp: If you look at 1941 you will see you have an operating profit 
of $44,000 and the volume is very much lower. 


. Mr. Grecory: I do not know what entered into that. As I told you before 
_ it has been the policy of our company to bill this merchandise to our company 
_ at the going market. If the market was favourable during that period we were 
_ able to foresee something in which we could make a good profit and we took that 
profit. 


Mr. Prnarp: In other words, it is not only the volume you sell? 

Mr. Grecory: It is pretty much whatever your markets are, the way our 
company operates, 
x Mr. Fremine: You say, “the going market”. You mean the prevailing 
wholesale market? 


| Mr. Grecory: That is right. 


{ Mr. Fiemrine: How do you arrive at that? Are you simply taking cogniz- 
_ ance of the wholesale prices paid to other organizations? How is there a free 
~play of ordinary market forces as between the Atlantic Commission Company 
and the Great Atlantic and Pacific Tea Company? 


« 


__. -Mr. Grecory: We have a man here who goes down to the market every 
morning. We are only supplying the Tea Company with about 50 per cent of 
their requirements. The other 50 per cent is bought from people in a similar 
business here. We will ascertain what the markets are every day. From our 
knowledge of the quality of merchandise we have and what we know we would 
have to pay for similar merchandise, that is the price at which we bill the Tea 
Company. 
3 The Actina CHarrMaNn: I should like to have order, please. I think it is 
unfair to the witness if there are other conversations going on in the room. It 
is important that the press and the other members of the committee get the 
‘Story. I hope I do not have to ask for order again. 
__ Mr. Fremine: When did you commence your operations in Canada? You 
began in the United States in 1925? 
~ Mr. Grecory: We started here when the Tea Company opened. I think 
that was about 1927 or 1928. 
/ > Mr. Monet: I see, Mr. Gregory, for the year 1946, the operating costs are 
quite low if you compare them with any of the other fiscal years except for the 
first one, 1939. Would you give an explanation of this low figure in 1946? 
_ _ Mr. Grecory: Well, as I say our profits are very, very hard to explain. 
Ibis pretty much the mistakes we may make in this business. If our man makes 
a few mistakes he can quite easily lose a few thousand dollars. Tf he is going 
on some wrong markets, he does not make any profit. If he is in on the right 
Ones, he makes a profit. It is not only true here but it is true every place we 
‘Operate. We may have an office which makes a very nice profit this year and 
“next year a very poor one. It is somewhat due to growing conditions, market 
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conditions, as to what profits we may make in our operations. 

|} Mr. Winters: Where is the accounting done for your Canadian operations? 
Mr. Grecory: We have an.office in Toronto and we have one in Montreal. 
We have a divisional office. The final check-up is in Boston. 


la 


| 
io 


3266 SPECIAL COMMITTEE 3 Pte et 


Mr. Winters: Your invoices would not go through to Boston? 


Mr. Grecory: No. 

Mr. Winters: What do you do, just send in monthly balances? 

Mr. Grecory: We get a statement from our offices here each week as to 
the cars they handle and the profits they made on each car. That merchandise 
is invoiced to the Tea Company from these particular offices and the final 
auditing of these transactions is done in Boston. 

Mr. Winters: Then, do you comment as to whether their operating margin j 
is satisfactory or whether the price should be up? 4 

Mr. Grecory: No, we leave that entirely to the men who are running our 4 
offices here. We give them some supervision; that 1s my job, to see that they 
do not over-bill the Tea Company or do not under-bill them too much, either. 
We supervise the accounting as well as the buying and selling of that merchan- — 
dise. To a great extent, however, we leave it pretty much to the men we have 
running these offices here in Canada. : 

Mr. Winters: Is there close co-operation between the Montreal and_ 
Toronto branches? Does one buy for the other? 

Mr. Grecory: We have Mr. Shear here whom I have in charge of both 
offices. He oversees the two offices. We have to buy this merchandise pretty 
much at what they will sell it to us for. If they won’t sell it to us in Toronto 
at a certain price, there is nothing much we can do but buy it. If they will 


Mr. Fiemine: I was interested in hearing you say a minute ago that the 
A & P buys about half of its purchases from other sources than yours. 
that apply to fruits as well as vegetables? 

Mr. Grecory: That is all fruits and vegetables. 

Mr. Fueminc: In aggregate volume? 

Mr. Grecory: Yes. AS 

Mr. Moner: When you refer to 50 per cent, you mean in so far as fruit 
and vegetables are concerned you supplied them with about 50 per cent? 

Mr. Grecory: We supply them with about 50 per cent of the fruits and 
vegetables from the Atlantic Commission Company, 50 per cent of everything 
they sell. The other 50 per cent is bought locally from fellows in similar business. 

Mr. Freminc: Your prices compare with those? . 

Mr. Grecory: Yes, we have to follow along with those prices we~ 


pay. 


Will you please tell the members of the committee what is the significance Of 
the conversion you made at the bottom of the page, the conversion from U. 5. 
funds to Canadian funds? Could you give an explanation of that? 
Mr. Grecory: That is just the difference in the exchange rate between 
Canadian funds and US. funds. 4 
Mr. Winters: Do you not deal through the official banks at the official 
rate of exchange? . 
Mr. Grecory: I should like Mr. Wehman to answer that. * 
Mr. Weuman: Any funds transferred between Canada and the United 
States are exchanged through the banks at the official rate. | 
Mr. Winters: The Foreign Exchange Control Board is behind that operatialll | 
Mr. WEHMAN: Yes, for taxation purposes our income statement and) 
balance sheet is adjusted on the basis of the free rate. Of course, as a foreign 


Mr. Monet: Referring to statement 5, I have just one question to 7. 
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- €orporation here, any business done in Canada is converted to an American 
dollar basis at Boston. Then, for tax purposes, we convert that to Canadian 
funds on the basis of the free rate. 


Mr. Fiemine: Is that for Canadian tax purposes or US. tax purposes? 
Mr. WeHMaAN: Canadian tax purposes. 


Mr. Fiemrne: I do not quite follow that. Would you mind saying that 
_ again because we are accustomed to thinking, for the last year and a half, that 
the Canadian dollar has been maintained at parity with the United States 
‘dollar? 


Mr. Wreuman: At the close of a period, the exchanges we make are at 
the official rate. Those costs of exchange or discounts are reflected in Canadian 
dollars at those rates, but any assets at the end of the period are converted at 
free rates, which is the most conservative rate. Then, it is converted back for 
Canadian, purposes at the same.rate we discounted them, back to Canadian 
dollars. So that in effect you have adjudged your income and expenses on the 
_balance sheet on the basis of the actual transfers made during the period at the 
_ tate that you pay plus any adjustments necessary to those assets at the close 
: of the period, on the most conservative discount basis that is reasonable. In 
_ other words, the free rate is the only basis that you could convert an asset 

such as this. 


Mr. Tuarcuer: It is purely a matter of bookkeeping? 


| Mr. WrenMan: Yes. Our sales in Canada are originally on a Canadian 
dollar basis. We convert them back for American tax purposes on the American 
_ dollar basis, and then we reconvert them back to the Canadian dollar basis for 
_ Canadian tax purposes. 

%; Mr. Tuatcuer: In that conversion and reconversion. for the Canadian 
_ tax purposes, do you arrive at the same figure? 


~__ Mr. Weuman: Yes. When you get to expenses some of it is on the American 
dollar basis and we use the American rate because it is the right basis. 


Pid 


~_. Mr. Tuatcuer: This has been approved by the income tax branch of the 
_ Department of National Revenue? 


~ Mr. Weuman: Yes. As a matter of fact, by using the free rate we are 
increasing the figure to a greater extent than we would by the official rate. 


> Mr. Winters: Who has the advantage in that? 


4 Mr. WeuMAN: We lose by using the free rate because we are converting 
“American dollars at a higher discount basis than if we used the official rate. 


Mr. Winters: You convert your Canadian figures to American figures for 
_ Thited States taxation? 


~ Mr. Weuman: Yes, we have to do that. 
a 


Mr. Monet: Now, Mr. Gregory, I want to refer you to the statements 
2 and 3, and to the points of comparison that have been prepared by the 
secretary. I wish to point out, Mr. Chairman, that in almost every case that 
1s listed here the margin is less than 10 per cent, and in view of the consistently 
Tow margin, I do not think I have any specific questions to ask as to prices. 
_ However, I should like to ask the witness why it.is possible for him to do business 
on such a low margin when evidence has been submitted here so far by other 
WiGlesalers indicating higher margins than those submitted by him? 

iP 


| Mr. Grecory: Well, it has been the policy of our company for a long long 
\"Fime to keep these margins as low as we possibly could in going with good 
business. That has been drummed into our organization over a long period, 
and during this particular period when we could have taken a very long profit 
b a lot of merchandise, we felt that it was unwise to do so. We much preferred, 
hae 13801—2 
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even though we were very very short on many of these items, to go out and — 
pass that on to the consumer at a reasonable price, and on to the Tea Company | 
at a reasonable price. 

Mr. Monet: Would that be the main reason, Mr. Gregory, that at all times | 
you are assured you have a buyer who buys most of the produce that is 


handled by you? 


Mr. Grecory: That is right. 
of any situation of this nature, and we figured that while there were long profits 


| 
there that we could take and that were legitimate and we would be within our | 
rights to take them, we felt it was still better to pass these profits on to the , 

: 


We never figure that we should take advantage . 


consumer. That has been the policy of our company for many years. 
The Actinc CHairMAN: Have you been criticized by your opposition for 
that policy? é 
Mr. Grecory: No, I could not say we have. I think our main competition 
has followed right along pretty much with us. 
Mr. Wrixrers: When you say it was better to pass these profits on, from 
whose point of view would that be? 
Mr. Grecory: I did not get that? 
Mr. Winters: When you say it is better to charge only a reasonable ~ 
mark-up, who were you thinking of? ‘ 
Mr. Grecory: The consumer. ~~ 
Mr. Wixters: Just the consumer? 
Mr. Grecory: Yes. 
Mr. Winters: Do you not think it would be better for you in the longer 
to follow that policy? ‘¢ 
Mr. Grecory: That is the policy we followed: for many years. é 
Mr. Wryrers: You say you were only thinking of the consumer. Do 
you think it was also better for you too? 2. 
Mr. Grecory: Absolutely. z 
Mr. Winters: And by benefiting the consumer you benefit yourselves? 
Mr. Grecory: Yes. After all, we have plenty of competition and we have 
to be competitive, and we are all still fighting to get a little business if we 
can get it. =: ¥ 
Mr. Fieminc: When you say business is competitive, are you thinking in» 
terms of competition in general or the people with whom you are competing for 
the Atlantic & Pacific Tea Company business? 
Mr. Grecory: We are thinking of the consumers generally. m 
Mr. Fueminc: Excuse me. You said you had competitors. Now, I a 1 
asking you about these competitors. Are you thinking about the people in the 
same kind of business in general, or the particular firms who are competing 
with you for the Atlantic & Pacific Tea Company business? 3 
Mr: Grecory: Oh, no. We do not consider that we have anybody competing 
with us for the Atlantic & Pacific Tea Company business because we are a sub- : 
sidiary of the Atlantic & Pacific Tea Company, and as long as we can supp ly 
them with their merchandise and secure it for them, we do not worry about 
the other fellows taking that business away from us. ; 
Mr. Freminc: I am trying to understand what you mean by the ec 
petitive business. 
Mr. Gregory: I am talking about the retail end of the Tea Company 
business. z 
Mr. Fieminc: I want to know what you meant when you were asked 
about the attitude of your competitors. I guess your association is a little 
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different from the people in the wholesale produce business because you are 
doing 91 per cent of your business in an assured market which controls your 
mpany. ‘ 
Mr. Grecory: That is right. 
4 Mr. Fieminc: Whereas all the other people are doing business on a basis 
where they are scrambling for business wherever they can get it. 
, Mr. Grecory: Maybe this will answer it. I do not think we ever in this 
business, when it was competitive, were able to make 17 per cent on oranges. 
That never happened in the business except occasionally when there was a 
shortage or something happened. Now, if I could bring oranges in now I could 
have the wholesalers or retailers tearmmg down the doors to get them at the 
17 per cent market. We think that is too much. 
__ Mr. Tuatcuer: In answer to Mr. Fleming, did you say you just sell to 
Mhe Atlantic & Pacific Tea Company? 


4 Mr. Grecory: 91 per cent. 


__ Mr. Tuatcuer: That would mean that if you make less profit now the 
Atlantic & Pacific Tea Company are going to make more? 


__ Mr. Grecory: No, you have a ceiling. The Tea Company can only take a 
25 per cent mark-up over what we bill them. 


: Mr. Tuarcuer: On everything? 
. Mr. Grecory: On oranges. 
x Mr. TuHatcuer: But on vegetables and things of that kind, the fact that 


you made only a fairly moderate profit last year the less you would make the 
more the Atlantic & Pacific Tea Company would make? 


_ Mr. Grecory: Not necessarily, because the Tea Company also has been 
or years in the merchandising of that merchandise and they only put a fair 
ark-up, based on what the merchandise costs. If we put it to them lower they 
in turn are only going to make a smaller mark-up. 


cl Mr. Tuatcner: You said that on oranges there was a ceiling, and naturally 
te ou take a small profit the Atlantic & Pacific Tea Company will take a 


‘greater profit? 

+. Mr. Grecory: The Atlantic & Pacific profit on oranges is 25 per cent set 
Bo your government here, and they can only take 25 per cent over what we 
Dill them. If we decide to take 7 per cent on these oranges instead of 17 per cent, 
then the consumers are going to get these oranges at 10 per cent less. 


> Mr. TuHarcuer: Now, the statement vou made a few moments ago, if 

we could take it literally, your company would certainly be different from some 
mpanies that have come up here, and I think vou should be complimented. 
The only thing I am wondering about is the fact that you are a subsidiary of 

another company and you are only selling to them, so maybe you are not being 
altruistic as it would appear on the surface? 


_ Mr. Grecory: I do not know any other way to put it. Many times in our 
uying for the Tea Company in the old days we would buy merchandise if we 
hought it could be sold, and when that merchandise would come in, our men 
ho were experienced produce men would decide what was a fair price to bill 
le Tea Company for that merchandise. That is the price we bill them for 
rhether it is a profit or a loss. From the price which we bill them and the price 
e buy the merchandise at the terminal, the Tea Company sits down and decides 
mat is a fair retail price on that merchandise. That is the basis on which our 
ompanies work together. 


m ~The Actinc Cuamman: Are you really more than a purchasing agent for 
the Atlantic & Pacific Tea Company? 
— 13801—2} 


, 
— as | 


3270 SPECIAL COMMITTEE Soe Rete: ; 


Mr. Grecory: No, that is all we are. We work close to the sales depart- — 
ment and make recommendations. We say to them, “Here, we can buy a lot — 
of potatoes. How about running a potato sale? We will give you a price next — 
week on 25 or 50 cars of potatoes. Why do we not do this or that?” All our | 
activities are only suggestions to the Atlantic & Pacific Tea Company. 

Mr. Tuatcuer: Mr: Monet, there 1s nothing abnormal about these figures. — 
Is there some special reason for calling this witness? . 

Mr. Monet: I stated that the main reason was exactly what you referred — 
to a minute ago. The next witness is a representative of the Atlantic & Pacific — 
Tea Company, and I did not want any misunderstanding. Is it not a fact, Mr. 4 
Gregory, that the main reason for your low mark-up is that at all times your 
company is assured of a market for at least 90 or 91 per cent of all its operations? — 


Mr. Grecory: That is right. 
Mr. Monet: And that by taking a small mark-up you are always sure that - 
you will, even at that, do a very large and substantial business? 


Mr. Grecory: Yes. 
Mr. Fueminc: And it follows from that that you are not taking the risk © 
that a normal wholesale produce merchant does? % 
Mr. Grucory: Well, we think this: we take some risk but we have an- 
outlet. We have an assured outlet for that merchandise when it comes in. N 
Mr. Fiemrne: Then, you can, I think, answer my question. By reason of 
that fact, in your business operations you do not take the risks that are normally 
taken by wholesale produce merchants? : ks 
Mr. Grecory: I think we have some advantage. IT think any person that 
can put 90 per cent of their purchases through a regular place has an advantage. | 


Mr. Brauporn: What do you do with the other 10 per cent? 


Mr. Grecory: It is sold too. : 
Mr. Fiemine: You have the same mark-up on that 9 per cent of mer- 
chandise? . 2 
Mr. Grecory: If it is not satisfactory we may take a loss on it. That busi- 
ness might be very unprofitable because it is generally merchandise which 
arrives with something wrong with it. . 
Mr: Fremine: Would it be fair to say that generally the 9 per cent that 
you sell to persons other than the A & P is merchandise rejected by the A & P? 
Mr. Grecory: No sir, I would not say that with respect to more than 1 or i 
per cent of it. We often times may go out to buy what we consider we can sell 
and we may be wrong in that we went out and bought more merchandise than 


the tea company could use. If that is the case we dispose of it to any whole- 
my 
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saler. ir 
Mr. Fieminc: That is the outlet that you referred to, only where you have 
too much of a particular commodity? . 

Mr. Grecory: We have fellows who ask us to go out and buy something 
for them. We bring it in and we sell it to them at a fair mark-up. tf 


; 3 
Mr. Prnarp: Just general service? = 
a 

x 


Mr. Grecory: Yes. | 
Mr. Beavuporn: On those goods that are not damaged you may take a large! 
mark-up? | 
: 3 1 

Mr. Grecory: Some may be low, some may be better, of that 9 per cent 
Some may be unsatisfactory and some of it may be just as good as any other. 
Mr. Bravuporn: With respect to the satisfactory merchandise, what mark-w) 

do you take; is it higher than what you give the A & P? : 
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3 Mr. Gregory: Well, no. That would be on the merchandise the wholesaler 

_ would ask us to buy for him. He would say, go out and buy me some berries, 
- we will say, and he assures that he will take that when it comes in. We take all 
the average broker or wholesaler’s mark-up, which may be $30 to $40 on a car. 
The Acting CHamrMaAn: But the A & P Company would not be in the same 

- market buying, they would not be buying against you in the market at all? 

Mr. Ceneont: No. 
The ActiNc CHAIRMAN: They confine their purchases to your company? 


Mr. Grecory: We buy everything the tea company uses here as well as in 
the States, whether it is in cars from distant points or whether it is on the local 
_ market, we buy for the tea company. 

4 Mr. THatcHeR: Can you express any opinion as to future prospects for 
- vegetables and fruit; are we likely to have a large scale output during the 
i production season with prices going up again later on; or, are we likely to get 
_ into a position from now on where prices will be coming down? 

Mr. Grecory: Well, in my opinion, I think the growers here in Canada are 
going to get more money for the merchandise this year than they have ever 

' realized in years. 

bi Mr. THAtTcHER: You mean the prices are going up; is that what you mean? 

Mr. Grecory: They are not going up higher than they are now, but when 
_ the season comes along and there is lettuce, celery, spinach—whatev er it may 
hen they come into season ‘here there is going to be a terrific 
mand for the merchandise, 

Mr. THATCHER: Yes. 


Mr. Grecory: Because we have gone along for a long period without it and 
_ there is going to be a terrific demand and the grower is going to realize more 
- money for his merchandise than in previous seasons, 


Mr. TuHatcuer: Then the prices are likely to go higher because of the 
greater demand? 
x Mr. Gregory: They are going to be higher than they have been in previous 
years, in my opinion. 
Mr. Pinarp: But lower than they are now? 
= Mr. Grecory: They will be lower than they are now because you don’t have 
any now. 
° Mr. THarcHer: I suppose they would go up again in the fall, would they? 
i Mr. Grecory: Unquestionably they will go up in the fall. After all, scarcity 
of merchandise will maké prices go up. 
“ Mr. THarcHeER: Unless, of course, you have controls. 
_-Mr. Lzsace: We will attend to that. 
Mr. Fiemine: But I think it is fair. Mr. Gregory might comment on that 
last addendum by Mr. Thatcher to his previous question because we had a 
“question on yesterday on another question. I think Mr. Gregory appreciates the 


~ point of the question, and he has just said prices might go up; and Mr. Thatcher 
adds, if you do not think controls would be desirable. 


at Mr. Grecory: Well now, that is very, very true. If there are controls put 
on here then you can control it. 

| % Mr. Fiemine: What has that got to do with supply? 

| Mr. Grecory: If you control them. 

Mr. Fiemine: Yes, if you put ceilings on your prices. 

Be Mr. Lesace: And on distribution also. 
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Mr. Grecory: I tell you just how I feel about this up here. I think in a 
way, I think the Canadian farmers up here for many years—I have been coming 
up here over 15 years—I think they have gotten very, very little money for a 
lot of their merchandise. It really was pitiful the price that many, many farmers 
go up here for their merchandise. 

Mr. Pryarp: And they are still getting it. 

Mr. Grecory: I think the farmers in Canada are entitled to some control. 


- 


Back in the United States they would not want me to say’ this; but I think the © 


Canadian farmers up here are entitled to some sort of control to get a little 
more money for their merchandise than in the past. Now, I believe this; you 


take their turnips, parsnips, onions, cabbage and so on, it may be that if they — 
were assured such control as you have on today are going to continue they will — 
store this merchandise, they will keep it longer, they will supply the consumer — 


longer, and they will get a better price for it. I would like— 


. . . : 
Mr. Fremine: There is a confusion here. We are talking about ceilings. : 
I think you are interpreting controls as applied to our import controls. We were — 


talking about ceilings. 
Mr. Grecory: I would say controls being what would enable the farmer to 


get more for the stuff he grows, to get a fair price, a fair profit for the grower. — 
T am sure that if there is anything put on it will be put on at a fair profit, and 


probably a lot better profit than he has ever got before. 


: 
f 


Mr. Tuarcuer: As Mr. Robinson of the fruit growers pointed out, they t 


wanted some sort of controls that they could be assured a market. 


Mr. Kuuu: That would not reduce the price to the consumer. I think it is 


only fair to point that out. 


‘ 


Mr. Winters: Mr. Thatcher wants us to limit the price paid to the farmer — 


for his produce. ; 

The Actinc Cuarrman: I do not think we can say that. Just a minute 
now. After all, the witness is here to give evidence and facts. He is not here 
to give his opinion on controls in Canada or the United States. We are here 
to get the facts about prices. We appreciate very much what he has to say, 


but I do not think we can let this thing go on as a prolonged debate, because that 


is not what we are here for. 
Mr. Winters: The Committee is being used as a sounding board for 
propaganda. 
The Actinc CHAIRMAN: I cannot allow it to be used for that. 
Mr. Kuuu: If you allow one you should allow all. 


The Actinc Cuamrman: I do not know anyone who is going to make a state-_ 
ment like that until he has made it. 


Mr. Kuuu: But the witness doesn’t have to answer, you do not have to let 
him answer. 
~ 


The Acting CHairMAN: That is why I am interposing now. 4 


Mr. Fuemine: In fairness to the witness I think you or Mr. Monet, if you 
wish, should ask him how he interprets the word “control”, because when he 
said what he did I think he was not talking about a ceiling price he was talking 
about our import control system. Would you ask him that? His answer is on 
the record now, talking in terms of controls. I think he was talking about 


something we do not understand as controls. | 
The Actinc CHAIRMAN: Just a minute. I do not think anyone should try 
to get from the witness an answer that suits his particular trend of thinking. | 


a 


Some Hon. Memperrs: Hear, hear. 7 


_ The Actinc Cuairman: He is here to give us facts, and that is what we are 
interested in. I think we may be going too far. 
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Mr. Tuarcuer: Mr. Chairman, you should not stop discussion because the 

witness does not give the evidence you want to hear from him. 

The Actinc CHairMAN: I am not trying to stop discussion. 

| Mr. Gorpon Henperson: Mr. Chairman, if I may, as counsel for the people 
appearing before you now, I would like to suggest that opinion evidence such as 
was started but not concluded be struck off in the record in its entirety so that 
there will be no false impression created from the opinion evidence given. 

Mr. TuHarcurr: I do not think you have any right to suggest that. That 
has not been done here. 

; Mr. Lesace: This gentleman is acting as counsel, and he has a right to say 
what he has said. 

; Mr. Henperson: I should have pointed out that I represent the Atlantic 
Commission Company. My purpose in making the suggestion I did was so that 
‘the record would not be confusing. If I am correct as to the terms of your 

reference they do not include an inquiry relating to the opinions of witnesses 

- but rather purely to fact finding. That being so, I would suggest that the 
opinion evidence given should be struck off in its entirety. 

Mr. Zapuirny: Mr. Chairman, on a point of order, may I pass this com- 
ment. The witness has been giving opinions right from the first question on. 
If we are going to strike out all opinion evidence, what will be left in the record? 

Mr. Henperson: I mean only from the point where we ran into the talk 

~ relating to this particular subject matter. 

| Mr. Tuatcuer: If you leave one part of it in you will have to leave it all in, 

or you will have to strike it all out. 

‘ The Acrinc CuairMAn: I think we will have to leave that for the chairman 

_ (Mr. Martin) to say whether it should be struck out or not. Personally, I think 
it should be; but that has to be left to counsel to say whether it should be or not. 

Mr. McGrecor: I would just like to say one word. As I understand it, the 

purpose of this committee is to find out the why of the present high cost of 
fruits and vegetables. 

The AcTING CHAIRMAN: Correct. 

Mr. McGrecor: That is what it is for. 

The Actina CHAIRMAN: Yes. 

Mr. McGrecor: There may be some reasons for it and we should try to 

_ find out what those reasons are. 

The Actinc CHAIRMAN: Correct. . 

Mr. McGrecor: I am going to ask the witness a question following along the 
lines of the statement made here a few moments ago, that the vegetable growers 
in this country have not been able to get a fair deal. 

ae Mr. Grecory: I want to say—don’t get me wrong, if you don’t mind— 

Mr. McGrecor: Let me finish that, if you don’t mind. 

Mr. Grecory: All right. 

Mr. McGrecor: For the reason that for years vegetables have been coming 

' in from the United States, but some of the vegetables which came in from the 

- United States—we will take tomatoes for an example—or let us say cabbage— 

| four years ago the farmers grew in fact— 

} Mr. Breauporn: Mr. Chairman, on a point of order; is the honourable 

| member putting a question or making a statement? 

Mr. McGrecor: A little bit of both. You have done it. Everybody else 
| has done it, and I am doing it. 

ee Mr. Braupoin: I do not think that is a fair statement for you to make. 

If I raise the point or order I think it is up to the chair to say whether the 

am of order is well taken or not. 
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Mr. McGrecor: You can raise what you like. Just take, for instance, 


cabbage— 7% 

The Acting CHAIRMAN: Just a minute, please. 

Mr. McGrecor: Let’s say cabbage was grown by the farmer and put 
away by the ton as it used to be years ago and kept right through until spring. — 
That sort of thing has been falling off from time to time until finally the grower, bs 
the Canadian grower, only grows what cabbage he is sure he is going to dispose ¥ 
of and we will say before Christmas or around that time; the same thing with ; 
celery and everything else. That change has come about for the simple reason — 
that the fresh stuff comes in from the United States. Now that this import 7 
ban has been put on these men can’t go out and bring it in. Isn’t that the reason — 
for the high prices at the present time? : 

Mr. Lesace: On a point of order, Mr. Chairman. I object to your question — 
and it is my right to object to the question. The witness is not a Canadian — 

s 
4 


Mr. Lesace: He is not a Canadian citizen and I suggest is not conversant 
with the whole of the economy of Canada and I do not believe, and I submit 
it respectfully, that he is a witness who is in a position to answer such a question Rs 
with the full knowledge of the facts. 

The Acting CuarrmMan: I would ask the witness to confine his answers § 
to questions that are definite questions, not to opinions. & 

4 


Mr, Lesace: Mr. McGregor is asking for an opinion. 

The Acting CHairman: Yes, I know. I am asking the witness to confine 
his answers to statements of fact and not to express opinions. 

Mr. Tuatcuer: On a point of order, Mr. Chairman; are you saying that 
this committee cannot ask for opinions? Aren’t these experts we are getting here ~ 
largely to find out why prices are higher? Surely, it would not be fair if we . 
cannot ask these witnesses their opinions. * 

The Actinc CHatrman: Mr. Thatcher, I must say again that we have a ~ 
prepared statement in front of us about which we are supposed to ask our — 
questions and with regard to which this witness is here to give explanatory: facts. — 
He has the answers down here in black and white. It was by arrangement — 
that these men have come here with their statement, and they are able to explain ~ 


anything that is in the statement, so that we will not read into it things that a 


3 
4. 
citizen. ; 
Mr. McGrecor: What has that got to do with it? i 

ye 

= 


- 


eS 


are really not in it. I think the witness has done that; I think the witness has — 
served his purpose before this committee, but for him to comment on the economy 
of Canada is not— Bd 
Mr. Lesage: I think it is improper. | 
The Actrinc Cuarrman: I do not think it is proper, and I do not think that ‘a 
members should insist on asking those questions but I cannot prevent them from 


: 


asking them because I do not know what they are until I hear them, and all Ti 
can do is say to the witness, “I want you to confine your answers to facts, not 
to opinions.” I cannot prevent your asking questions. 
Mr. Tuatcuer: Respectfully— 
Mr. Lesace: It is a ruling and it is not debatable. 
Mr. Fremrinc: May I make one observation in the hope of clarifying the | 
situation? It is one thing for the witness to say, “I am not familiar with | 
conditions and I am not therefore in a position to answer a question that | 


an assertion of opinion”, but I hope you are not making a ruling that no witness 
can be asked questions that involve the assertion of opinions. Naturally such | 


Fi 
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questions should not be asked unless the witness is in a position to express an 
“a opinion. For instance, when Mr. Towers comes here tomorrow I fancy a lot 


_ of questions to be asked of Mr. Towers will involve the assertion of opinions 
- on his part as a man in a very high position. 

Mr. Tuarcuer: Of course, he will have the right answers, probably. 

Mr. Fiemine: Objection has been taken by Mr. Lesage on the ground that 
this witness is not in a position to offer valid opinions on Canadian affairs. 

. Mr. Lesacr: That is the ground of my objection. 

Mr, Fiemine: If the chairman will confine his ruling to that I think that 
is as far as he needs to go. I do not think we want a general ruling that no one 
_ can ever be asked a question which involves the arrestion of an opinion, if he 
. is qualified to give it. 

_ + Mr. Tuatcurr: The committee might as well fold up. 

_ Mr. Fiemine: You will remember we had a great deal of opinion evidence 
z from the chairman of the Wartime Prices and ‘Trade Board. A lot of that was 
5 


opinion evidence and very valuable evidence. 


. Mr. Lesace: As a matter of fact, my objection was on the ground that 
_ opinions should not be asked for from this witness but I did not mean that to 
apply to every witness. 

= The Acting Cuairman: I take it Mr. Towers is in an entirely different 
_ position to this man. This man comes here and gives us a schedule of figures 
relating to the operation of his individual business. Mr. Towers comes before 
~ this committee; he is the Governor of the Bank of Canada, and he must have 
opinions that would be very valuable to this committee in its final report, but 
Ido not think that would apply in this case or in the case of many of the 
statements that have been made before this committee. 


le Mr. McGrecor: Your ruling is that we cannot ask the witness any 
_ questions unless they are based on these documents? 
_ The Acting Cuarrman: I say you can ask him any question you like, but 


Task the witness to only give you an answer on those things he knows are facts. 
I think that is what he is here for. 
L _ Mr. McGrecor: Then I think he can probably answer my question. 


___ Mr. Lesace: No, it is a question of opinion, and I have objected to it, 
_ and it has been ruled it is out of order. 


i The Actinc CuarrMAn: I think the witness’ counsel will be able to advise 
oo if he has any doubts himself as to whether or not he should answer it. 
Tf you have nothing further— 

| > Mr. McGrecor: I should like to have an answer to my question. 
Mr. Lesage: It has been ruled out of order. 

\2 Mr. McGrecor: It has not been ruled out. 

Mr. Lesacz: I do not know the meaning of the ruling of the chairman if 
it was not ruled out. 

e: Mr. Zapuitny: To continue the point of order— 

Mr. Lesace: It is not a point of order. 


:| 


____ Mr. Zapuirny: I am raising a point of order. I think we are arguing two 
different things here. Either the ruling is that the members of the committee 
fave not the right to ask questions calling for expression of opinion or they 
have the right, either one or the other. I do not think it is possible to instruct 
oo how to answer. The witness has the privilege of refusing to answer. 
That is one of the privileges they all have, but I do not think this committee 
an say to the witness, “You may answer this and not answer that.” Otherwise 
Fi at is the use of asking questions at all? 


— 
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The Acting CHAIRMAN: I have given my ruling that the witness should 
answer questions that he knows are facts. This is a fact finding committee. 

Mr. McGrucor: I will ask him one question and he can say whether or 
not he knows it is a fact. Is it a fact the reason for the high prices is because — 
Canadian goods are not here in this country to be sold? 

Mr. Lesace: I object to the question because it is a question of opinion; 
it is not a question of fact. ; 

Mr. McGrecor: It is not a question of opinion. - It is a question of fact. 
This man is doing a million dollars worth of business. He knows whether the 
goods are in the country or not. 

Mr. Lesace: Why are prices high? That is exactly the question that we 
have to decide here in this committee. 

Mr. McGrecor: It is not opinion at all. This man is buying a million 
dollars worth of goods. He knows whether or not he can buy them. It is not > 
a question of opinion. 

Mr. Lesace: It is a question of opinion why prices are high. 
Mr. McGrecor: It is a question of fact whether the goods are here for 
him to buy or not. 

Mr. Lesace: I will ask counsel to give us advice as to whether it is a 
question that calls for an opinion. 

Mr. McGrecor: It has been asked of every other witness. 

Mr. Lesace: We will ask counsel’s advice. It has been asked of other 
people who were deemed to have a lot of knowledge about the Canadian 
economy, Canadian affairs, Canadian policies and Canadian laws. 

Mr. McGrecor: We certainly understand by some of the prices they know 
something about the Canadian economy. We know that. ! 

The Actinc CHAIRMAN: ‘You asked him if he did not think that the 
reason for the high prices here was because United States goods were banned. 
I say that is not a matter of fact as to what he thinks. Does he know that 
is the case? If he is prepared to make a categorical statement that is a fact,’ 
then he is at liberty to answer, but you asked him, “do you think it is so”? 

Mr. Lesacr: Even so it cannot be a fact; it is a question of opinion. 

Mr. Prnarp: It would be drawing a conclusion from a fact. 

Mr. Lesace: It would be drawing a conclusion from a fact, and the 
drawing of a conclusion from a fact is an expression of an opinion. I would 
suggest again that we ask the advice of counsel, who has had a lot of experience 
in courts. He knows what is a question of opinion and a question of fact, and 
he would say no doubt in answer to my question that Mr. McGregor’s question 
calls for an opinion. : 

Mr. Fiueminc: May I make a suggestion, Mr. Chairman, that you as an 
impartial individual in this little dispute that has been going on in the com- 
mittee ask Mr. Gregory if, by reason of his experience or knowledge of Canadian 
conditions, he is in a position to comment on the rise in prices in Canada? That 
will lay the ground. | 

Mr. Lesace: If he says “yes” I want to cross-examine him on Canadian) 
law and economy. ; 

__ Mr. FLEMIne: We will cross that bridge when we come to it, I think that 
will clear the air in the light of what you said, Mr. Chairman, a few minutes ago. 
_ Mr. Prnarp: The witness is here to testify. He might be an expert on these) 
thinks. He might be. .We do not know. He is not a resident of Canada; 
he comes here about twice a year, I am told, but even if he is an expert he is 


x 
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_ not here to testify as an expert. He is here to testify on a statement of figures 
. ‘that we have in our hands. That is all that he is here to do, and just because 
it has been done by other witnesses does not mean he can do it. 
Mr. Fremine: Let him say if he is in a position to answer a question of 
that kind. He can do that in a moment. 
Mr. Lesace: It will be asking for his own opinion about his knowledge. 
Mr. Fiemine: That is all right; it will clear the thing up in a minute. 
Mr. Lesace: It will not. 
; The Acting CHAIRMAN: I do not think anything that is of an opinionative 
nature“would clarify any situation here today. I think the committee has been 
used—probably it is because of the chairman you have this thing has gone 
as far as it has. I want to stop it now, and I think we should go on. 


Mr. Winters: I do not think it is attributable to the chairman that there 
has been a greater tendency to insert propaganda into this committee at every 
_ turn. It is a deplorable situation, but it has been a growing situation. My 
- own personal opinion, not based on law, is that the question is not so bad. I 
think the witness should be given a chance in the first place to say whether 
he wants to answer it, and in the second place if he does answer it we can 
judge the answer in the light of what we know about the witness. 
Mr. McGrecor: I do not think it is fair in the first place for this company 
- to be brought before this committee. There is really a glaring difference between 
_ the way they operate and the way any of the rest of the firms which have been 
here operate their businesses, and if we cannot ask that question then I do not 
think it is a fair thing to bring them before the committee. 


Mr. WinTERS: Proceed. 
ae Mr. BEauporn: What do you want to questiom the witness on, Mr. Monet? 


; Mr. Monet: I have no more questions. I stated in the beginning that the 
reason why the witness was called was because his company is the purchasing 
agent for the A. & P. They sell 91 per cent of their merchandise to the A. & P. 

My information was the A. & P. buy 50 per cent of their fruits and vegetables 
from this company. I did not want to leave anything unturned, and that is why 

_ I wanted to place before the members of the committee their own and their main 
- agent’s operations. That was the only reason why they were brought here. 

As to the discussion that is going on I do not want to give any opinion. 

“ I do not wish to give any opinion although it is clear that members of the 
committee are here to draw the conclusions and not any witness. I think that 

will be the work of the members of the committee when we are all through 

with the investigation, to draw their conclusions, to make a report. It will be 

‘their responsibility. I think any question can be asked of the witness on a 

_ matter of fact. It is a fact finding committee, but I do not think any witness 

can draw conclusions from the facts he puts on record. That is my view. 


I de Mr. Fiemrne: I do not subscribe to that as baldly put as that. It is a 


Mr. Monet: That is what you said. 
Mr. Grecory: No. 
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Mr. Monet: That is what you said. That is on record; that is in the 
evidence. cg . 

Mr. Grucory: I did not say that at all. I said this, and I want it under- 
stood just this way, that the farmers here in Canada for a long time got a 
very poor price for a lot of merchandise which they grew. 

Mr. Brauporn: And the same in the United States? 

Mr. Grecory: That does not say it is very unfair. They may have got all 
that their market may afford,-but I say their prices were very low. I do not 
want anybody to misunderstand me, that they were poorly treated or unfairly — 
treated. They may have been treated as well as it was possible under the 
market conditions. . ; 

Mr. Buauporn: The. same conditions applied in the United States, did 
they not? ; 

Mr. Grecory: It could. } 

Mr. Breauporn: The farmers were not very well treated for a long time? 


Mr. Grecory: It could. 

The Actinc Cuarrman: I think we had better not get into that with the 
witness before us now. They are purchasing agents; that is their function and 
they are here as purchasing agents. We will hear the other company which 
does the merchandising just as soon as we are finished with this witness. I would 
suggest to you that we let this witness go and call the next witness. 

Mr. Monet: All right. 

Mr. McGrucor: It is not fair to have the witness state whether or not — 
the embargo raised the price of these goods? ¥ 

Mr. Lesacu: Definitely not; it has been ruled out. > 

The Acting Cuairman: I do not think that is out of order. I think we will — 
all admit it did. It has been answered before. : <r 

Mr. Lesace: I, for one, am of the opinion it did not. There is no relation- — 
ship of cause and effect. It is a question of opinion. Even you, Mr. Chairman, ~ 
and I differ, which shows it is a matter of opinion. You say it was a cause and ~ 
I say it was an occasion. There is a great deal of difference between a cause © 
and an occasion. - f 

Mr. Fueminc: I have another question or two I wanted to put to Mr. 
Gregory, if you do not mind, Mr. Chairman. ‘ 4 

May I direct your attention to the statement which is the sheet on top — 
marked, “comparison of selling prices.” I noticed down at the bottom of the — 
page, for instance, in the right hand column under the heading, “cabbage, — 
imported, green” that on February 5 you showed a loss of 45:5; February 12 
a loss of 5:7 per cent but by February 26, you have come to a profit of 9-4 per” 
cent. Is it at all unusual, in your experience, to have such marked fluctuations — 
from week to week as we see there? 5 


Mr. Grecory: No. ~t 
Mr. Fieminc: We spent some time with another witness yesterday over 
indications there had been marked fluctuations from week to week. You say, in 
your experience, that is not at all unusual? E 
Mr. Grecory: Not unusual at all in any line of our business, to make a 
real profit or have a real loss. It depends entirely on the market conditions _ 
as to the profit we may get. 4 
Mr. Fremrina: Then, looking at the statement which is marked statement 
No. 3, we see this substantial rise in the price of celery commencing between | 
November 13 and November 20. On November 13 it was selling at $1 a crate | 
and by January 29, which, I suppose, was the end of your supply, it was up to. 
$3. Cabbage, local, green, was selling at 2-2 cents per pound on November 13 | 


j 
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q and it rose sharply from that point to sell as high as 12-5 cents per pound in 
_ January. Similarly, with carrots, local, selling on November 13 at 2-6 cents 
a pound and rising to as high as 8 cents per pound in February. Onions, Ontario 
No. 1, selling on November 13 at 2-2 cents per pound and rising steadily from 
that point to 10-5 cents per pound. 

3 Mr. Grecory: That is strictly a market condition. As I stated before, in 
any of this merchandise we handle we bill the Tea Company exactly what we 
have to pay for that other 50 per cent with which we do not supply them. 

Mr. Fupminc: This Canadian grown produce would normally be competing 
at this time of the year with American produce imported, would it not? 

Mr. Grecory: I think that is right. 

Mr. Fuemine: And that particular form of competition was removed 
following November 17? 

Mr. Grecory: Well, we bought whatever was available, whether it came 
from America or wherever it came from. Wherever it came from, we bought it 
if it was available and used it in our stores. 

Mr. Fiemina: Very simply, there is no great secret about it, the available 
~ supply was reduced after November 17? 

Mr. Grecory: That may be true. It may be responsible for the market 
going up. Generally speaking, the market advances if there is a shortage. 
Mr. Fuemina: Is that what has happened here since November 17? 

a Mr. Grecory: I do not know. I could not tell you whether that is the 
story or not. 4 

Mr. McGrecor: I should like to compare what this company sold goods at 
on a certain date, with what another company sold those goods at. Take 
carrots, for instance. On October 2, this company sold at 2-6 and the other sold 

t 5:5. On October 9 this company sold at 2:5 and the other company sold at 
0. es 
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Mr. Winters: What was the other company? 

; Mr. McGrecor: The Parent, Goyer Company of Montreal. On October 
30, this company sold at 2-6 and the other company sold at 5:7. On Novem- 
ber 6, this company sold at 3-1 and the other company sold at 4:0. On 
~ November 13, this company sold at 2-7 and the Montreal company at 5:3. 
~ On November 20, this company sold at 3-6 and the other company at 4:2. On 
~ November 27, this company sold at 3-6 while the other company got 7:6 cents. 
% The same thing is true all the way down the line. 

a Mr. Prvarp: Is that a question, Mr. McGregor? 

fs Mr. McGrecor: No, I do not think it is a question. I do not think there is 
: any question about it. 

| : The Acting CuamrRMAN: You have to take into consideration the difference 
in operations. This company has only one customer whereas the other company 
= has to adjust its prices to meet competition. 

ee Mr. McGrecor: In spite of the fact this company sold goods at those prices, 
| Sit made a larger profit than some of the other companies show in their state- 
ments. 
f 


= Mr. Zapuitny: Are those sets of figures at the wholesale level? 


| ie 
ee 


Mr. McGrecor: Yes. 


George W. Bird, Purchasing Agent, Great Atlantic and Pacific Tea 
Company, Limited, Toronto, called and sworn: 

By Mr. Monet: 
Q. Would you give your full name, please?—A. George W. Bird. 
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Q. Your address?—A. Seven Grenadier Garden, Toronto. : 

Q. You are here representing the Great Atlantic and Pacific Tea Company, 
Limited, are you not?—A. That is right. 

Q. In what capacity are you engaged by the Great Atlantic and Pacific 
Tea. Company, Limited?—A. I am in charge of purchasing. 

Q. Would you look, Mr. Bird, at the questionnaire which has been sub- 
mitted to your company and answered by your company, also the supplementary 
information which has been given to counsel since your arrival in Ottawa as 
well as the explanatory letter to certain statements made on the questionnaire? 
Then, would you tell the members of the committee whether you accept this as 
being the information submitted by your company?—A. You are talking 
- about the— 

Q. The questionnaire, the supplementary information given yesterday in 
the letter signed by your company, and so on? You accept these as copies of 
those documents?—A. Yes. i 

Mr. Monet: I should like to file as Exhibit 118, a copy of the question- 
naire submitted by the Great Atlantic and Pacific Tea Company, Limited. 


Exuipit No. 118: Copy of questionnaire received from the Great Atlantic 
and Pacific Tea Company, Limited. 


: Exuteit 118 
STATEMENT 1—General Information 
. HOUSE OF COMMONS 
SPECIAL COMMITTEE ON PRICES 


Preliminary Information—Fruit and Vegetable Inqury 


. Address of Head Office: 135 Laughton Avenue, Toronto 9, Ontario. 
. Date Commenced Business: June 10, 1927. 


Go ND 


. Name of Company: The Great Atlantic & Pacific Tea Company, Limited. © 


Phat Se, ho se gig 


4. Names and Addresses of Parent, Subsidiary Parent Company, and — 


Affiliated Companies: The Great Atlantic & Pacific Tea Company, 420 Lexing- — 
ton Avenue, New York City, N.Y., U.S.A. Subsidiary of Parent Company— ~ 


Atlantic Commission Company, Incorporated, 37 Wall Street, New York City, 
Ween B-S A. 


ir 


5, Names and Addresses of Officers and Directors or Partners: President, c 
George L. Hartford, New York, N.Y., U.S.A.; Vice-Presidents: John A. Hartford, © 


- New York., N.Y., US.A.; J. J. Byrnes, Boston, Mass., U.S.A.; Treasurer and 
Secretary: R. W. Burger, New York City, N.Y., U.S.A.; Director: L. W. Beebe, 
Toronto, Ontario, Canada. (Note)—AIl Officers are Directors. 


6. Location of Branches, Warchouses and Other Places of Business (Includ- — 


ing those of subsidiary companies engaged in the fruit and vegetable trade) :—_ 


Warchouse and Offices—135 Laughton Ave., Torento 9, Ont. 
Warehouse—3715 Workman St., Montreal, Que. 


Branch of Subsidiary of Parent Company—Atlantic Commission Com- — 


pany, 135 Laughton Avenue, Toronto, Ont.; Atlantic Commission _ 


Company, 8715 Workman St., Montreal, Que. a 
Branch Stores—Toronto Unit (see attached list); Montreal Unit (see ~ 


attached list). 
Toronto UNIT 
Branch Stores: 
Barrie 
Belleville 
Bowmanville 


tata 


i 
| 
| 
a 


a ; aad ee ay hie ¥ ice | . 
Pesan _ Toronto Unit R | ae 
“sae Branch Stores 

Belt Beacebridee 

Brampton 

———-« Burlington 

=. > Chatham 

é Cobourg 

Dundas. 

Dunnville 

Fort Erie 

Goderich 

Guelph | 

Hamilton, 564 Concession St.; 196 Ottawa St. 

Hamilton, 11 York St. . 

Huntsville 

Kingston 

Kirkland Lake 

Kitchener 

Leamington 

Lindsay 

Listowel 

London, 332 Dundas St.; 125 King St. 

London, 742 Richmond &t. 

Napanee 

New Liskeard 

New Toronto 

Niagara Falls 

North Bay ‘“ . 

Orangeville ae 

Oshawa . reer 

Owen Sound 

Parry Sound ae i Fak 

Paris 

Peterboro 

Port Hope 

Rouyn 

_ St. Catharines 

St. Thomas 

Sarnia , : he 

Sault Ste. Marie a2 * 

Simcoe 

Stratford 

Strathroy | NAN 

. Sudbury . : aa » 

Tillsonburg 

Timmins 

Toronto, 2295 Bloor SL, 

- 2948 Bloor. — . ee 

2119 Danforth. ee We 
1161 Dundas W. 
2906 Dundas W. 
1519 Dupont. 


- 


™~ 
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Toronto UNIT 


Branch Stores 


Toronto, 418 Eglinton W. 
1603 Eglinton W. 
1278 Gerrard St. 
1042 Queen St. E. 
1460 Queen St. W. 
2216 Queen St. W. 
1094 St. Clair Ave. W. 
779 Yonge St. 
2049 Yonge St. 
2574 Yonge St. 
3142 Yonge St. 
Trenton 
Waterloo 
Welland 
Weston 
Whitby 
Windsor, 1580 Ottawa St. 
819 Ouellette St. 
Woodstock 


MontTREAL UNIT 
Branch Stores 


Arnprior 

Cornwall 

Cowansville 

Deep River 

Drummondville 

Farnham 

Granby 

Hawkesbury 

Hull 

Lachine 

Lachute 

Lennoxville 

Longueuil 

Magog 

Montreal, 6234 Monk Blvd. 
5677 Monkland. 
2448 Notre Dame St. 
3558 Park Ave. 
5405 Queen Mary Rd. 
4690 St. Catherine. ns 
3730 St. Denis St. 
5155 Sherbrooke St. 
5722 Sherbrooke St. 

Ottawa, 385 Bank St. 
754 Bank St. 


a rade es no: ; eee ; 
Dene ae. Bie St. pet cies | aes 
et “1111 Welington § St. ianthrsa a 
+ Oulgerhont ‘s ; 

- Pembroke Seg Ree: 

~ Perth» t 

Quebec City, 223 St. J oe St. 

Dae SOL St. John 8t. 

Pein: 

Richmond | : 

Rock Island ~ Poa . . 


. - _ Ste. Anne de Bellevue 4 
a e  $t. Johns 
— $t. Lambert 
_ Shawinigan Falls, 128 Fifth St. 
; 143 St. Mare St. 
Sherbrooke 
Thetford Mines 
Three Rivers — 
~ Verdun 
Ville St. Pierre 
oe, 
. oa 4 . : f a 
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: 

By Mr. Monet: | iw : 

Q. Where is the head office of the company, Mr. Bird?—A, 1385 Laughton 
Avenue, Toronto. 2 

Mr. Moner: Mr. Chairman, I do not want to neglect anything in con- 

nection with this firm, but I should have liked to finish this investigation tonight, 

if it is possible, because Mr. Towers is to come here tomorrow. | 

| 

. 


~By Mr. Monet: 

Q. Now, Mr. Bird, would you give the members of the committee the 
relationship of your company to The Great Atlantic and Pacific Tea Company 
of New York?—-A. We are a wholly owned subsidiary. . 

Q. And would you ‘ell the members of the committee how many stores 
you operate in Canada?—A. We operate 74 stores out of Toronto and 47 out of 
Montreal; that is, the Toronto and Montreal warehouses. 

Q. I understand you have divided your operations—I mean, your stores are 
divided into two units, one of which you call the Toronto unit and the other 
one the Montreal unit?—A. That is right. | 

Q. The Toronto unit, I understand, has stores in Toronto and also in 
other cities and towns in the province of Ontario?—A. That is right. 

Q. How many stores comprise the Toronto unit?—A. 74. 

Q. Those are all listed on exhibit 118, pages 2 and 3?—A. Yes. 


Mr. Moyer: Mr. Chairman, I repeat that I am going to question the witness : 
very quickly because I think we should finish-this investigation this afternoon — 
if possible. ; 

The Acting Cuamman: I think the committee will let you proceed with your ~ 
questions. 4 


By Mr. Monet: 


Q. I also notice that on exhibit 118 you have listed all the stores comprising ~ 
the Montreal unit?—A. That is right. 

Q. There are 47 stores?—A. That is right. 

Q. We already have, in evidence, that one of your main purchasing agents 
would be the Atlantic Commission Company, is that correct?—A. That is _ 
correct. ; 

Q. We have been told you would purchase about 50 per cent of your fruits — 
and vegetables from that Atlantic Commission Company?—A. That is relatively - 
correct. It varies, of course, at different seasons of the year, but over a year’s 
operation that wotld be approximately correct. c 

Q. Would you tell the members of the committee whether your company is. 
entirely free to buy on the open market if it can get a better price than the price 
you can get from the Atlantic Commission?—A. Well, I think I can say this, 
that the Atlantic Commission Company would be willing to sell us at the proper 
market price. In other words, if we could buy merchandise at a lower price the — 
Atlantic Commission Company would be prepared to meet that issue. 3 
_ Q. But I mean you are entirely independent as to your purchase?—A. That_ 
is quite correct. ¥ 

Q. If you want to get some of your fruits and vegetables from any other 
operator or wholesaler or jobber, the Atlantic & Pacific Company Limited is 
entirely free to do that?—A. Yes, we do that. 4s 
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By Mr. Pinard: he: 


QOx-Did t understand you to say that you do not buy from anybody else, | 
but the Atlantic commission would have to meet the price? Is that what you 
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_ said?—A. No, I did not say that. As a matter of fact, on many spot purchases 


the Atlantic Commission Company, who are our purchasing agents, buys from 
other wholesalers. In other words, they buy the merchandise for us. In addition 


~ to that we buy a great deal of merchandise in the individual stores direct from 


the farmer, in the producing areas particularly. 


By Mr. Monet: - 


Q. That was my question, Mr. Bird. Would you describe to the members of 

the committee your purchase field? Where do you purchase your produce? I 

am talking only of fruits and vegetables of course. I understand you buy 

about 50 per cent from the Atlantic Commission Company. Now, as to the 

other 50 per cent of your fresh fruits and vegetables, where do you get those 

~goods?—A. I would say that a great deal of that is bought direct from the 
producer, and also in the far away northern points, from the wholesale dealers. 


Q. Now, for the members of the committee, I want to refer to this 


exhibit 119. It is an explanatory letter. Members of the committee will see that 
statements 2 and 3 are substantially answered on page 2 of this exhibit. I 


oe 


understand, Mr. Bird, that many of your purchases in fruits and vegetables are 
made from the growers direct?—A. That is correct. 


Q. And also from wholesalers and jobbers other than the Atlantic com- 
mission company?—A. That is correct. 


Q. And also that many of your fruits and vegetable purchases are made 
by your local branch manager?—A. That is correct. 
Mr. Winters: Is this going to be read into the record? 


___ Mr. Moner: I wish that it would because it will save a lot of questions that 

I had planned to ask the witness. It is because of that reason that he sent 
‘me the letter, which I think would be very useful to the members of the com- 
mittee. 


The Actinc CuHarrMAN: Is it agreeable to the members of the committee 
that this exhibit be read into the record? 


_ Mr. Tuarcuer: Yes. I think it should be read into the record at this 
‘point because there are some remarks on page 2 that look very important. 


Mr. Monet: Do you wish that it be read now? 
Mr, Tuarcurr: Take it as read into the record at this point. 


ie . Mr. Winters: I think it should be actually read, Mr. Chairman. 


Mr. Monet: Would you read this letter then, Mr. Bird, that was addressed 


| to me? 


Mr. Bravupoin: Is he going to read what refers to statements 2 and 3? 


Mr. Monet: The first page covers statements 1, 4, and 5. Answers are 
given to a few questions that were to be asked of this witness. You will notice 


’ that on exhibit 118 there are some figures that are not given, and an explanation 


was to be asked why they were not given, and this explanation is given here. 


_ I think it would be more complete if it were read into the record now. Mr. 
Bird, would you read the whole letter. ; 


_. The Activa Cuamman: This is virtually a question and answer document. 


_ Mr. Monet: Yes. This will answer the questions I had planned to ask 
- the witness. 
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: 
The Witness: The letter reads as follows: 


Exurit 119 
May 21, 1948 


Fabio Monet, Esq., K.C., 
Counsel, Special Committee on Prices, re. > . 
Room 400, Elgin Building, | 


OTTAWA. Re—The Great Atlantic & Pacific Tea Company, Limited. 
Dear Sir:—Clients have prepared an explanatory memorandum to supple- 
ment the questionnaire recently forwarded to you. It is as follows:— q 


STATEMENT NUMBER 1. 


Store Addresses ae 

Covers our Toronto unit, 74 stores, and Montreal unit, 47 stores. 
These comprise the stores for which the information is analyzed on 
statements numbers 4 and 5. 


+ 
STATEMENT NUMBER 4. Bethy 

It will be noticed that the figures broken down between the Toronto 4 
stores and the Montreal stores are not available for the entire fiscal — 
year ending in 1948 due to an internal change of procedure, where figures ~ 
were consolidated for all of Canada. Therefore, we have shown for that i 
fiscal year, sales gross profit and percentage gross profit for all stores — 
in the total column only. 


STATEMENT NUMBER 5. 

The same explanation holds for the availability of the figures broken ~ 
down between Toronto stores and Montreal stores for the months of ~ 
December, 1947 and January, February, March and April, 1948. An — 
additional column has been inserted to the left of this statement indicating ; 
the number of weeks covered by the figures. 


STATEMENTS NUMBERS 2 and 3. 
We wish to point out that all figures on these two statements should — 
be considered as an indication only, and are not necessarily accurate b3 
due to the peculiar ramifications of the fresh fruit and vegetable business. — 
Purchases are made from many wholesalers, from the Atlantic Com- ~ 
mission Company, and from farmers locally in practically all of our 
branch stores. These local purchases by the stores are handled on a 
cash basis at the store. To give you a true picture of the retails in 
effect on those commodities, the cost and the gross margin, would be © 
practically an impossibility. Lists of retail prices are issued from our 
office to our stores weekly covering most lines which are available during § 
the current week, but supplements to these are issued from time to time — 
during the week and sometimes alterations in retails are made by tele- — 
phone to our stores. As a general practice, our billing system to the 
stores covers the retails, which are announced by circular lists to the 
stores, but these are subject to alteration from day to day, depending o 
daily market conditions, etc. These telephone alterations, as a rule, are 
handled in our billings from the office to the stores, but as well as this - 
our produce department head and manager in each store, as well as the 
store supervisors, have the right at any time to reduce prices of any fresh 
fruits and vegetables in keeping with the condition of the merchandise, 
the necessity of disposing of highly perishable items, competitive con- 
ditions and so on. : 
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In many cases local cash purchases by the stores are sold at prices 
computed by the local manager in the various stores, in some cases 
by means of a specific percentage markup, and in some cases by advice 
from our office as well as advice from the manager’s supervisor. Head 
office does not keep a permanent record of such changes. 

Because of the above it is not possible for us to give you true and 
accurate costs, retail prices and gross profits on the items referred to 
in this questionnaire. The figures on statements numbers 2 and 3 cannot 
be vouched for as to accuracy. 

It is quite possible for stores in the same town and even within a few 
blocks in the larger cities to sell the same kind of merchandise at different 
retails, thus producing gross profit rates from week to week which are 
extremely variable. 


Yours very truly, 
T. HALDANE WICKETT. 


By Mr. Moner: Q. Now, would you, Mr. Bird, taking the last paragraph 
that you have just read, would you refer to exhibit 120—we will now deal with 
this last paragraph of exhibit 119—and explain to the members of the com- 
mittee the first page on exhibit 120 where you give examples of varying gross 
profits over a two-week period in similar localities. 


ExuHIBit 120 


EXAMPLES OF VARYING GROSS PROFITS OVER 
A TWO-WEEK PERIOD IN SIMILAR LOCALITIES 


Two Weeks Ending 
April 24, 1948 


5405 Queen Mary Road, Montreal ................--- -0978 
4690 St. Catherine Street, Montreal ................. -0672 
Ottawa Street, Hamilton ...2....05.2..5. 8. e ee tece ees -1549 
York Street, Hamilton ...........0.. cece eee eens -1353 
1278 Gerrard Street, Toronto ........... Pe sie -1054 
1042 Queen Street, Toronto ............ eee e ee eeeees -1312 
BAD unaAs. olrect, LONCON s saaiiel 9 ornate a ns fae ole stp -1347 
742 Richmond Street, London .............eceeeeees -1218 
5677 Monkland Avenue, Montreal ...............+.- -1211 
3558. Park Avenue, Montreal ....... 5c: ced eeereevees -0708 
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t The Witness: In this particular exhibit we have tried to show in Montreal, 
- Hamilton, London, and Toronto, two stores operating in the same type of 
market and how the gross profits between these two stores can vary when having 
- the same original retail prices. In other words, the merchandise would be billed 
out on the same basis, but the net result after the operation is finished shows, 
for instance that one store in Montreal has a finished gross of -0978 and that 
another store has -0672. 

Q. Would you explain to the members of the committee how a situation 
like this is possible? ‘That is, of course, for the same period, the two weeks 
ending April 24, 1948.—A.It could be caused by several things, Mr. Monet. In 
the first place there is the physical setup. In other words, the manager in one 
store might be more competent than a manager in another store, or one store 

might happen to get a lot of perishable merchandise and take a heavier shrinkage 
than the other store. Both of those managers order their own merchandise. A 
manager might make a mistake and order too much, and before the end of the 
week he has to take a substantial reduction in order to get this merchandise 
out rather than throw it away. 
_ Q. You say that both managers order their own merchandise. Would you 
_ explain to the members of the committee the procedure followed by your company 
as to your retail stores from the minute the goods enter your warehouse to the 
point where they are sold to the consumer? Would you explain to the members 
of the committee that procedure?—A. The manager has the list of the mer- 
chandise that is available and the price at which it can be sold according to our 
judgment at that particular time. The manager in turn orders what he thinks 
is a normal requirement at the price we have given him, and in turn we ship 
him the following morning the merchandise that he has ordered. 
Q. And you have also stated that the managers can also buy merchandise 
from the growers or other wholesale dealers?—A. That is true, particularly in 


ee ale, 


the producing areas. 


Q. And they do?—A. Yes. 
Q. And you say according to the supply and the orders they give. This 
would explain the difference in the same locality as to the gross profit?—A. That 
could be one of the factors. 


Q. Would there be any other factors?—A. I think I listed all the factors 


that effect this gross profit. I do not think any one particular factor could be 
— responsible for any one of these particular figures. 


Q. If you look at the last item on this list, Mr. Bird, you will see that there 
seems to be a large difference between the store on Monkland Avenue and the 
- store on Park Avenue?—A. There is a difference of 5 per cent. 

. Q. Does that appear to you as being more than usual?—A. That is possibly 
a little abnormal and there must be some particular reason for it, such as ordering 
too heavily on a perishable item. That would be a reason for that. 

Q. And a situation like the one you have described on the first page of this 
exhibit 120, is normal in the operation of all the stores in the list?—A. That is 


oe 


right, but the proportion does vary. 


Q. And as a part of this particular fruit and vegetable statement—you 
would not say that there was any difference I don’t suppose?—A. I doubt if 
you would. 

Q. Some is peculiar to this trade?—A. That is it. 

Q. Now, I will bring you to your statement No. 4, of exhibit 118. You 

_ have listed there to the left of the page the Toronto stores, then in the centre, 
the Montreal stores, and to the right the total. Now, would you please tell us 
when you refer to the Toronto stores if you refer to the stores in the city of 
Toronto only or to the whole unit?—A. That is the complete unit. 


my 
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Q. And the same thing applies to the Montreal stores?—A. That is correct. ’ 

Q. Then you have the total for both?—A. That is right. + 

Q. I wish to point out to you, Mr. Bird, and I would like to get an explana- — 
tion; the gross profit to sales in the Toronto stores is less than in the Montreal 
stores in 1946—the gross profit to sales from 1939 to 1946—then, for the 1946-47 — 
period there is quite a stabilization. Would you comment, on that and give us © 
the reason for that particular situation?—A. I can see that is true from the © 
firures but I don’t have the answer as to why it is true. It is possible that in 
dealing with a commodity like fresh fruits and vegetables which fluctuate — 
from 1-5 to 2 per cent, that is not abnormal in a large operation like ours—_ 


Mr. Prnarp: Would it be because most of the vegetables are sent from | 
Ontario to Montreal? . 


The Witness: No, I would not say that. I do not think that is the reason. | 
I cannot give you a reason. I do not know. 


By Mr. Monet: 

Q. It seems to be quite consistent and there must be a reason for it, 
because in 1946-47, you will notice it kind of levelled out.—A. I would say from 
the company’s standpoint the desire would have been to have a gross profit on 
both units relatively the same. I do not think there is any reason from the 
standpoint of merchandising as to why the gross profit would be lower in 
Toronto than it would be in Montreal. 


Mr. Fieminc: Is this a reflection on the price in any case? Did you get a 
little lower price for your produce in Toronto over this period of 9 years because ~ 
competition is keener in Toronto? a 

af 


The Witnuss: I do not think I can say that to you, Mr. Fleming. I~ 
think competition is equally as keen in Montreal. I honestly don’t think that is — 
the reason. I do not think we have any reason to explain why the profits are — 
a little different in Toronto than they are in Montreal, other than as I said, 
it would be an attempt to try to work out relatively equal business. The fact 
that one year happened to be a little lower than the other is just one of those — 
things that take place and you can’t do anything about them. : 


Mr. Monet: Now, if you look at the total gross profit, it dropped from : 
16-4 in 1939, to 11 in 1942; since 1942, it has increased each year over the — 
previous year with the exception of a very small decline in 1947. Could you~ 
give the committee a reason for the reduction in gross profit in the earlier 
years and the increase in the more recent. years? 


___The Witness: I am sorry I cannot give you any reason for the reduction — 
in the earlier years. The only reason I can see is that there might possibly © 
- have been an increase in the past few years due to the slight change in the © 
accounting procedure where a few dried fruit items which were formerly handled 
in the grocery department were switched over to the fresh fruits and vegetables. — 


Mr. Fieminc: Do these figures include other commodities than fresh 
fruits and vegetables? a 


The Wrrnuss: This is all fruits and vegetables, including dried fruits. ; 
Mr. Fremine: Dried fruits are in here? 3 
The Witness: Yes. $ 
% 

By Mr. Monet: 2 ‘ 


Q. That would be since 1946?—A. I think that is for 1946-47. 
Q. Before that it is fresh fruits and vegetables?—A. That is right. 
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me), And that would account to a certain extent for this increase in fruits 

and vegetables, this switch-over of dried fruits?—A. I would think that 
would be the reason. I am trying to give an answer, and I think that is the 

reason. That is my opinion. I think that is it. 

: Q. You know that as a fact?—A. Yes. 

q Q. Now, we did have an answer in a letter you have read to a few of the 
“questions which I had to ask, one of them was as to why you did not give 
the same information for Toronto and Montreal stores for the year 1948. 
You have already answered that in a letter which has been read into the 

_evidence.—A. That is a consolidation of the system. 

Q. Now I will refer you to statement 5, to the extreme right-hand column 

on the statement. I might te!l the members of the committee that in the letter 
that has been read, exhibit 119, an explanation was given as to why the figures 

for the Toronto and Montreal stores are not given in detail for January, Feb- 
-ruary, March and April. I wish to point out to you, Mr. Bird, that the gross 
profits during the past five months have been consistently less than in the same 

i month of the preceding year, and in April of 1948, are only 12-2 per cent as 
compared with the figure of 16-7 per cent for the previous year. .Would you be 
-able to account for that?—A. The only way I can possibly account for it is 

“that there seems to have been a decline in volume. I would imagine that that 

is the reason. 

~~ Q. Would you say also that there would be an increase of the number of 

retail stores and more competition than before?—A. That is possible. 

Q. Is it possible that on account of competition this would show a smaller 
gross profit to sales?—A. Yes. I think my first answer would be the correct one. 
gl think that is thei reason for the decline. 


A. I would say 


; 
that, yes. 
Q. Would you have any other comment to make on these particular figures? 

7A. No, other than that the January, February, March and April period is a 

time when availability of supplies was no doubt the cause of a substantial 

reduction of volume. That is the only reason of which I know. 

; Q. You would say that this decrease is due mostly to'a decrease in v volume? 
—A. I would say so. 

: Q. Before we deal with statements 2 and 38, this is a comparison in the prices 

e repared to explain to members of the committee exhibit 120, which I think should 
rove to be most useful, and I have a few questions to ask you on this state- 
ment. This is supplementary to information that you gave yesterday with regard 
to the. over-all gross profit. Now, Mr. Bird, does the amount of +2355 w hich 
‘appears to the left of this document—take as an example October 4, 1947—all 

“shipments during that week and that date the stores in the Toronto unit had an 

; el markup of -2355?—A. That is based on the price which the stores are 

sent from the head office the first part of the week. 

i Q. That is the initial markup?—A. Yes, the bill-up price, in other words. 

E Q. By initial markup what do you mean?—A. Well, take the finished goods 

2... at the warehouse the Atlantic Commission Company, for instance, is a 
uyer for us, they figure out their charges and send us the retail price w hich has 

been set for the particular shipment of fruit or vegetables on a particular date. 

3 That i is the over-all gross profit. 

Pe Q. Would it be a fair statement then to at it this way, that this would be 

the amount which the store would realize if it was not necessary to make any 
price reduction and there was no spoilage, and no warehouse or cartage expense? 

! —A. That is correct. 


ie Mr. Winters: That is the markup. 
The Wirness: That is the markup, on your wholesale price. 
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Mr. Winrers: And 2355 is -2355 per cent? 
The Wrrness: Yes. 


Mr. Furminc: All the figures here are the gross markup, are they all on a 
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percentage basis? 


The Wirness: That is right, they are all percentages. 


] 
By Mr. Monet: . 

Q. Next, Mr. Bird, is classified under price. We understand from that that : 
this amount always from October 4, -0367—this amount represents the amount — 
of the initial gross profit which would not be allowed because of price reduction 
and spoilage?—A. That is correct. é ; 

Q. That is the policy of your company I understand?—A. That is right. — 
This is merchandise they have been forced to reduce the price on, or which has 
been thrown away because it is unsuitable. | 

Q. How do you account for that amount; I mean, first, what is the policy 
of the company; is there an understanding between the local manager and the 
head office, or how does it work; how do you arrive at that amount?—A. The 
stores have a form on which they take credits, the reductions for that particular | 
week in which we show the operations here; in other words, if they throw away 
$2, of spinach they take a credit for $2,.and we in turn allow that against their ; 
shipping gross profit. ; 

Q. And they account to head office for that?—A. That is right. P 

Q. Is that a daily account or a weekly account?—A. Weekly. § 

Q. Now, the next column is the gross profit actually realized but before — 
deducting any expense for handling the merchandise; is that eorrect?—A. That 
is right. 

Q. What is included in the next column, warehouse expenses and cartage; : 
that is for warehouse expense?—A. That is right, the refrigerators, handling the — 
merchandise, selecting, wrapping—which we do. z 

Q. That is for-the local stores?—A. That is correct. : 

Q. And then the final column which is ':eaded “Gross profit”, I understand — 
that represents the amount available to you for store wages, salaries, rent, L 
supplies, and so on?——A. That is the final gross profit which the company realizes 
on the fresh fruit and vegetable operation. & 

Q. So you have listed there in the first column the markup you feel should 
be set by the head office to the local stores to give you at the end a net gross 
profit of so much; is that correct?—A. That is right. A 

Q. How do you set your markup, the net gross profit; in other words, to. 
arrive at a net gross profit such as is mentioned here, how would you proceed? — 
How do you decide on the markup in the first place, that the things you ship-to — 
the stores should be so much instead of so much?—A. On fresh fruits and vege- 
tables that is a rather difficult question to answer, but roughly speaking, tha” 
company feels 15 per cent on a finished basis is a reasonable markup on fresh 
fruits and vegetables. Accordingly based on the experience we have, and the 
Atlantic Commission Company has, in handling and distributing fresh fruits we 
try to set retails which will let us out, we will say, at the end of the period after 
net credits and warehouse expenses and cartage have been taken with roughly 
speaking 15 per cent gross profit. 7 

Q. You start from what should be your final mark-up and you proceed Fo 
build up the original mark-up that is charged against the local store?—A. Yestan 


7 Q And exhibit 120 is the explanation of the evidence you have just give 
—A. Yes. 


. 
~ 


PRICES 3301 
“ Q. The evidence you have just given is the explanation of exhibit 120. Now, 
I have a few questions on the different kinds of produce. We have asked for a 
comparison of prices, like all the other questions asked from other witnesses. 
If it is the desire of the members of the committee to proceed I am ready to do so. 
The Acting CHarrMaN: It is 6 o’clock—whatever the committee wishes 
in the matter. 
Mr. Mower: I must say that there are really quite a few questions although 
except for one or two items it does not seem to be a very large mark-up. 
Mr. Fireminc: What about the witnesses themselves? After all they have 
been here for a couple of days. 
The Witness: I should like very much to get back. My assistant is leaving 
town for the weekend, and I have not had a chance to spend any time with him. 
If it is at all possible I would certainly be very happy to finish. 
Mr. Fiemine: I think the committee will be agreeable to sit for five or ten 
minutes. 
Mr. Brauporn: Why not ask only those questions pertaining to the two 
items you have in mind? 
Mr. Moner: There would be just a few questions on oranges and local 
_ cabbage. j 
: The Actinc CuHarrMan: Is the orange situation similar to what we have 
- been having? 
Mr. Moner: It is at the retail level and, of course, it cannot be compared 


_ with the wholesale, but there are one or two explanations I should like these 
gentlemen to give. 


. wt” 


By Mr. Monet: 


= Q. Mr. Bird, referring to statement 2, you have listed on statement 2 the 
Toronto stores; you refer to the Toronto stores on statement 2, page 1?— 
mA, Yes, sir. 
te Q. And on statement 3 you refer to the Montreal stores?—A. Yes, sir. 
@. I will now deal with the Toronto prices which are listed on statement 2. 
I notice on October 31 California oranges, 288’s, which have been mentioned 
quite often before this committee, were selling at 274 cents a dozen?—A. Yes. 
; Q. On October 31, and they jumped from 274 cents to 33 cents on Dec- 
ember 5—A. Yes, sir. 
“ Q. Although from the figures you have supplied the price to you had not 
“increased. Before you answer I wish to state for the information of the mem- 
bers of the committee that this comparison is different from that of the other 
witnesses because the A. & P. Tea Company have supplied this comparison on 
the same sheet, so that the secretariat did not prepare a comparison as they did 
for the other witnesses. It was already prepared by the company. . 


The Acting CHAIRMAN: The form is different? 


Mr. Moner: The form is different, but it is there in the same way. Would 
_ you answer that question? 
_—-' The Witness: What is the question? 


m By Mr. Monet: 


___Q. Why oranges that were selling at 274 cents on October 31 were selling 
at 33 cents on December 5 when the purchase price does not seem to have 
_ Increased? —A. In the first place, if I may, I should like to qualify any answers 
_ Imake on the individual commodities by referring to the original letter in which 
_ we stated it is very difficult with our accounting procedure to get figures which 
are actually accurate. Roughly, I can give you an answer as to why prices 
. , 


ay 
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advanced. The market was very excited and advancing. In the second place, © 
the prices referred to show one particular day’s operation only. There is one— 
size of orange only shown. We probably had four or five sizes at the same time. 
It is quite possible some of the other sizes did not advance in comparison with © 


the 288’s. The main reason for the advance was, of course, the embargo being 
: 


placed and the market being very excited and advancing. 

Q. Now, what would you consider to be a normal mark-up on 288 size _ 
oranges, for instance?—A. That is a pretty difficult question to answer. There — 
are so many things that enter into the setting of a retail price on oranges. In 
other words, we have to have our retail price bear a relationship to the whole- | 
sale market and replacement cost. Thus, the particular figures for the 
days which are requested and which show 31 and 30-6 per cent gross, may have - 
constituted a very small shipment to the stores. In other words, our over-all” 
eross on oranges might have been considerably lower than that. I would — 
venture to say that probably it was. : 

As to what is a fair mark-up on 288 oranges, I do not know that I would be 
prepared to answer that question. I really do not know. Tt all depends on the 
ve situation and whether the market happened to be long or whether 


competiti ther 
we were trying to run a sale on a desirable size. There are so many things 
which influence the question it is very difficult to answer it properly. 4 

’ 


By Mr. Fleming: 7 

Q. You sell at the market, like anybody else?—A. We have to be competi- 
tive. We naturally try to offer the consumer some attractive values occasionally, 
I hope. 
Q. But the forces which determine your prices are not different from those 
which determine anybody else’s?—A. No, that is right. 4 
Q. You follow the market?—A. Yes. i 

; 


By Mr. Pinard: 

Q. Why do you say the embargo partly caused this advance in prices? You 
spoke of the excitement of the markets?—A. I said that because I believe the 
embargo went into effect on the 17th of November. On looking at the feos 
I notice there is a steady and fairly substantial increase in prices up to the 5th 
of December. Z 

Q. I noticed that increase, but that does not give us the cause. Was it 
due only to the excitement and the embargo or was the supply shorter? Did you 
have less oranges?—A. I should like to qualify this. I hesitate to give any more 
opinions. - x 
Q. It is not necessary to give an opinion as to whether there were enough 
oranges at that time?—A. From the statement, I cannot answer the question 
hecause I do not know on that particular date whether we had an over-supply 
of 288’s. I would assume, from the general situation as I know it, that we 
would be short of supplies because we have been continually short of oul 
normal requarements since the 17th of November. ; 

Q. Oh, yes, since that time, but during that very period? The first in 

at 


) 


was due mostly to excitement over the embargo, I suppose?—A. I think th 
is true because I notice the market settled down after that and became mor 
normal. 2 
Q. With the same requirements and supplies as you now have, prices have 
steadily decreased ever since, if I understand these figures?—A. With one excep 
tion that is true. = 
Q. The prices have steadily decreased and you have still the same sapplll 
as you did, so that is why I say it must have been the excitement of the maa 


a 
, 
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~ and not the embargo itself?—A. I do not say the embargo was responsible for 
the increased prices, but I think the embargo was the cause of excitement on 
the market. 


By Mr. Fleming: 


- Q. There was something approaching a panic condition for a time on the 
part of the consumers on the goods that were embargoed?—A. I would say the 
- demands were increased due to the fact that shortages of supply were anticipated. 


By Mr. Zaplitny: 


Q. I should like to ask the witness how he would define “excited the 

market”. What does that mean in ordinary language?—A. I would say that 

the demand for citrus fruits exceeded the supply and consequently, as is usual 
in a condition of that kind, the prices were increased. 


; By Mr. Pinard: 

, Q. On the same line of questioning,» you say that demand exceeded the 
supply. Is it not on the contrary, that people thought the demand would 
exceed the supply?—A. I think the physical condition was that the demand did 
exceed the supply. What was responsible for the demand exceeding the supply 
I would not know, but I think the reason for the increase in prices at that 
particular time was the increased demand at the time. 


OT tee oS 


By Mr. Winters: 


Q. Mr. Chairman, what I would like to get at is that the price itself is not 
arrived at by a process of costs and overhead and so on, but rather by the 
- effectiveness of the demand.—A. I believe that I stated that replacement was a 
factor in determining what the retail prices are on various commodities, but in 
this particular item, which is only one small portion of the fruits and vegetable 
_ business, in order to get a reasonable picture you would have to take the entire 
shipment of oranges, for instance, over a period of time, because on a declining 
market we would be forced to reduce prices and our gross profits would be 


considerably less. 


, 


BA Mr. Beauporn: ‘Mr. Monet, are you through with the witness? 

4 

< ay by, Me. Monet: 

RS Q. I am through with respect to oranges. Would you refer to local cabbage, 


Mr. Bird, and tell the committee why the price was raised from 7 to 8 cents on 
local cabbages on November 28 in spite of a slight reduction in cost. Would 
you have some explanation to give as to this?—A. Just what this .08 is as related 
to .045 and 43.7, I do not know. I do not know what the quantity is that Is 
_ involved, but I do know that in this particular period of the year that the local 
~ cabbages are starting to get washed up and there is a very heavy trim and a 
lot of dead discoloured leaves. We buy it by boxes and the weight differs a 
great deal, and this may be the cause for this. Actually, when this merchandise 
arrived in the store, I assume from looking at this price that the actual weight 
the store received was probably considerably less than it was for the week 
previously, and consequently the return would be less on it. 

___ Q. Then there is another large jump from December 26, 1947 to January 2, 
1948, from 10 to 15 cents, and the increase in costs was not very much, Just a 
' little over a cent?—A. I think that is entirely due to the market. That is the 
only explanation I could give. 

'—  Q. That is the only explanation you can give?—A. Yes, I believe that 
would be a normal condition. 
‘ee 
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Q. And the same would pol to the imported cabbage tex we notice a 
difference from 7 cents to 8 cents on April 2, when the cost was pee reduced 
by a fraction?—A. That is right. , 

Q. On imported cabbage on April 2?—A. That is correct. 

Q. Then it rose from 7 cents to 8 cents and there was a very slight decrease 
though in the purchase cost.—A. I think that is also due to an advance in the 
market. . 

Q. That is not very much. 

Mr, Brauporn: I move we adjourn. 

Mr, Prnarp: Does that complete our inquiry ae fruits and vegetables? 

Mr. Monet: That is the last witness I have to call on the fruit and vegetable 
investigation. 

Mr. Pinarp: I think we should compliment counsel for the way he has 
conducted this inquiry and for having completed his schedule right on time. — 


Some Hon. Members: Hear, hear. 


os 


The committee adjourned to meet again tomorrow, May 27, 1948, at 11 a.m. 
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MINUTES OF PROCEEDINGS 


THurspay, May 27, 1948. 


The Special Committee on Prices met at 11.00 a.m., Mr. Mayhew, presiding. 


__ Members present: Messrs. Beaudoin, Fleming, Harkness, Kuhl, McGregor, 
Mayhew, Pinard, Thatcher, Winters, Zaplitny. 


' Mr. H.A. Dyde, K-C., and Mr. Fabio Monet, K.C., Counsel to the Com- 
mittee, in attendance. 

_ Mr. A. E. Millard, President and General Manager, Mr. R. E. Swan, General 
Supervisor, Beef-veal-lamb operations, and Mr. N. E. Landon, Provision 


Manager, Swift Canadian Company Limited, Toronto, were recalled and further 
examined. 


_ Witnesses discharged. 
- Mr. R. P. Lafleur, Head of Cold Storage Statistics, Dominion Bureau of 
Statistics, was recalled and further examined. 
) Witness discharged. 
- Mr.G, F. Towers, C.M.G., Governor, Bank of Canada, was called. He filed 


‘copies of the Bank of Canada Annual Report and of the Foreign Exchange 
Control Board Annual Report for the year 1947, made a general statement and 


=. 
: : AFTERNOON SITTING 


. = ~The Committee resumed at 4.00 p.m., the Chairman, Hon. Mr. Martin, 
presiding. 


_ Members present: Messrs. Beaudoin, Fleming, Harkness, Kuhl, McGregor, 
Martin, Maybank, Pinard, Thatcher, Winters, Zaplitny. 


4 Mr. H. A. Dyde, K.C., and Mr. Fabio Monet, K.C., Counsel to the Com- 
‘mittee, in attendance. 


~~ 


__ Mr. Towers was recalled and further examined. 
» 


: At 6.00 p.m. witness retired and the Committee adjourned until Friday, 
Ma 


y 28, at 11.00 a.m. 


R. ARSENAULT, 
j Clerb of the Committee 
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MINUTES OF EVIDENCE 


House or Commons, 
May 27, 1948. 


The Special Committee on Prices met this day at 11.00 am. The Acting 
Chairman, Mr. Mayhew, presided. 


The ActiInc CHairMAN: I see a quorum, gentlemen, so will the meeting 
please come to order. 


Mr. Dype: Mr, Chairman, Mr. Towers is prepared to come before the 
committee and will come on a telephone message. By arrangment with him, 
however, I should like to clear up two small items which have been left over 
with regard to meat. The first of these is the statement of Swift Canadian | 
Company, Limited, for which the committee asked in order to bring the Swift 
Canadian Company’s return into a comparable form with that of the other 
packing houses. 

. Then, immediately following Mr. Millard, I wanted to put before the com- 
mittee the storage figures for meat at the first of May which are now available. 
Then, we can proceed with Mr. Towers immediately after that. 


A. E. Millard, President and General Manager, Swift Canadian Com- 
pany, Limited, Toronto, recalled: 


By Mr. Dyde: 

Q. Mr. Millard, you are already sworn. The committee asked you to 
bring certain supplementary schedules to give the information requested by 
the committee. I will go over these schedules, gentlemen, schedule by schedule. 
If you have any questions to ask on any of the schedules, I should be obliged 
if you would ask them as we go along, if possible. 

The first schedule, Mr. Millard, is a detailed profit and loss statement by 
months from November to March for both the 1947 fiscal year and the 1948 
fiscal year; that is correct, is it not? 

This material will go into the record at this point, Mr. Chairman, as we 
have done on previous occasions. I am correct in that statement about the 
first schedule?—A. That is correct, 
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4 | | PRICES 3311 
: SWIFT CANADIAN CO. LIMITED 
CoNDEMNATIONS 
: (Fiscal years 1939 to 1947 and 18 weeks 1948 fiscal year) 
CATTLE 
Amount | "yale. erased shes tas 
Fiscal year ending _ tion Bicone knee gee he ot parts a 
7 insurance Number Cost condemned 3 
deducted pedi head value results 
$ $ $ $ $ $ 

1939 RNa a7 5 oR Na re ash iatard lsh: 50, 039 2,184 1,945 56, 932 38, 542 #43 251 
EU S58 AG RGIS eee ao 50, 597 3,309 1,701 53,451 31, 280 * 30,825 
TW 4 Oe SRne aee 64,617 5, 671 1,870 68, 756 36, 938 * 35,406 
MES rinin sia y pa we olen He. Dy os) 67,920 9, 066 1,789 82,198 45,771 * 50,983 
OUE'SS. Freend.ol  Raen SE 87, 229 8, 988 1,743 100, 434 47,955 * 52,172 
Br Teresi lerel ie. sisfeinecuin eae > 105, 747 10, 139 1,936 102, 624 48, 972 * 35,710 
BARE eter ps St «|< s'ahe,c dyads Sees 131, 389 20,865 2,540 139, 325 69, 526 * 56, 597 
EE 2G oI CS eS 102, 087 33, 587 2,610 137, 685 104, 258 *106, 269 
MMe rks sca dondls oe ob 69, 457 24,224 1, 962 122, 884 72,070 *101, 273 
PORNO. 2 51S)s Is oie apis bus ws 39, 273 19, 6382 1,410 84, 655 33, 536 * 59, 286 

MOUS tis thir cai ate: 0° 768, 355 137, 665 19, 506 948, 944 528, 848 *571, 772 


ern ae ea a Oe 
* Means loss. 


SWIFT CANADIAN CO. LIMITED 
(Fiscal Years 1939 to 1947 and 18 Weeks 1948 Fiscal Year) 


HOGS ’ 
—_—_—_————— EEE 


Salvage Carcasses condemned 
Amount value Net 
condemna- | condemned |----—__|_ Value pendants 
Fiscal year ending tion and parts fink 
insurance rejected Number Cost condemned re tdta 
deducted | carcasses head value 
and parts 
$ $ $ $ $ 
BEM eS laasisie ae BaRG 47,579 10,020 1,083 17,799 48,143 *8, 343 
SERS I Sirs iscod's. pack ove 75,451 17,921 1,512 23, 543 80, 333 *10, 504 
BORE eo cia. csse xfs aceon so wie 113, 229 27,278 1,895 32,193 109,417 *1, 103 
Pi Sn 149, 611 63, 539 2,099 48,277 168,195 *Sye22 
BEETS Saisiosci sve co ise okies 194,055 92,436 2,810 73,879 223,955 *11,343 
1944 oo 0 ee 238, 615 117, 164 4,590 113, 440 275,855 *33, 516 
i 0. 6 ccc aioe 156, 627 86, 886 3,853 87,014 176,861 *20, 362 
OE Ge ee eee 105, 738 61, 197 2,320 56, 939 121,051 *11,055 
Oo 98, 585 52,350 2,242 61,577 96, 612 *7, 254 
1948 (18 weeks)............ 73, 563 40,271 1,274 40,001 70,823 3,010 
L yy LUV EE eet 1, 253, 053 569, 062 23, 678 554, 662 1,371,245 *103, 792 


e 
_ * Means loss. 
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TANKAGE MARKET 
Loosrt Basis— UNGROUND 


(Per unit of protein per ton) 


: Meat scraps Tankage 
Week ending dry rendered wet rendered 
BERS Chitin oO ia ee ! 
$ $ 

Bepkei ber 157 1947 sv a)25 sr. oie eb ee ce eas Loe ee aah meee 0.85 (ceiling) 0.83 (ceiling) 
September 20qn oe eles wees ee, deem an emery cae Tee te ae 1.25-1.50 1. 25-150 
SB beet OL an. cies es rela snpeiminn semen « Whey ne cease HSMN ena al 1.50-1.60 1.50-1.60 
October yokes (ame ll Apr, Daa ties «Ane Seni Cera saat Qa) o , 1.50-1.75 1.50-1.75 
Ea bieee CaN ys ee ode na = Saas av Diatess ates Petra ys Pa eae Pale EE 1.60-1.85 1.60-1.85 
(GYR Rat ety at LIS pie Sate ey SONG Su cima 7 ed up em anG Me TAL OTE: 1.60-1.85 1.60-1.85 
PAYS Sea OL ps Eh eae chien ean ane GOD AOU ors trae OHI a Ge 1.80-2.00 1.80-2.00 
ING SST SOT Met etree oo oclas nla en eG Sele Shas cuae nay ae oni eaeraaie es men ee 1.80-2.00 1.80-2.00 
INVESTS OC oe oo cine ee ean clea = spaieybla abeaete Soars =) ipaae Re Lente segue 2.00-2.25 1.80-2.00 
ING TNA DOE SE Dy see orcs Ss ninco ain Ba) wlescpeheP ears ees Arwlnls cus are ectanecebegreeaces else 1.75-2.00 1.65-1.75 
BNET ET eek Grea Zo Fhe Moi oia reve. hp, Aeednta oun > oe gPhapereesuiipicge eine 1.50-1.65 1.35-1.50 
INGOT DOr 20 in se wee coil son's pols mie slem one eee ev vionanca h ounemmrte sitar: 1.50-1.65 1.35-1.50 
TD YSN ASR oa Aen a Chee a ornn coe don Sm otans hoy Tess 1.50-1.60 1.35-1.45 
TYG aia eyes oul heehee eee ten aires Se eolo ce ua Eine a OIC Deas 1.50-1.60 1.35-1.45 
SCOR DOL QO ries vis ewole aicue Soelelare 9) <  aenli HIRE Seat A POE LEN ea ass 1.50-1.60 1.35-1.45 
GG DOT ILD Teste cies Srpalage Wiese o = tilaie eheges# moyenne uate sree Regen aas es 1.50-1.60 1.35-1.45 
January Fe ROR Sd so Fi oe vid natcles pote a mtn has ae een e reas 1.55-1.65 1.35-1.45 
January dh oO Ran Fea re ern S07 PONG Oo aPC Te 1.55-1.65 1.35-1.45 
January ANG, ae ie aad Re COOP a Ree eaPurnclaars ce nth AO Po re ha 1.55-1.65 1.35-1.45 
eatin ay. eo i otc 0 od ether 2s mes cgeancoegin en eh a RIG NIG) 1.55-1.65 1.35-1.45 
January Ba eG een SCREAM Wetinicia er sO so pccisntya/sON CKln 1.55-1.65 1.35-1.45 
Seis ya SO” Rae a ee ee eR ee NC SC ISS et Sey 1.50-1.60 1.30-1.40 
Bebra 1a. piri dane dosh p ses oad semen tge neh ee are es teres © 1.50-1.60 1.30-1.40 
Pe Gr Gary MOB elas e eraiai tJ Seman marae Reo simran eg eae Se 1.50-1.60 1.30-1.40 
Pabeahy (28 ites. ONS pie sats Satins Mite nny hel ohclew oe Pe ee SS 1.50-1.60 1.30-1.40 
March ee a ARR eae aie ce claperas nate ahaa ieee tecoeracnyste te 3 iamatens 1.45-1.50 1.20-1.30 
March HH Rt AED Se Use a a me tee even sae a) gg re mane eee SRE Se 1.30-1.40 1.10-1.20 
March D0) eee ae LENE Rs STG erate ees el eiduclie ate cpemsiat-Tiotal “Psu gis oe 1.15-1.20 1.00-1.10 
March OY eer pn Rael Sid eR MRD ee alALar DO Cm hee SLO So SIRS 1.15-1.20 1.00-1.10 
April Cpe eho hs eR NES StL aie Sane or 5 Cina io OV OIE brn Oui ec 1.10-1.15 1.00-1.10 
April 1 ee eae Mey) eee Ny heathy tua, ice Sewn ee 1.10-1.20 1.00-1.10 
April GU anne Serene a eal ont cette ate aril Bes oid eyipeeeae stants, Wi 1.10-1.2 1.00-1.10 
April FV Ne pe Ss ORR add SURE eee Nei tvena sentria hasan REN rN 1.15-1.20 1.05-1.10 
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: Starement ‘‘A”’ 
SWIFT CANADIAN CO. LIMITED 


Rep BrRanp BEeEr—WINNIPEG 


Live prices Winnipeg Swift Swift 
livestock market review AVETALS average - 
cost all | selling price 
Week ending -——  ———]| red brand all red 
Choice Choice Good beef brand beef 
steers Riles steers carcasses | carcasses 
up to 1050 up to 1050 | Winnipeg | Winnipeg 
$ cts $ cts $ cts $ cts $ cts 
1947 
Ga yta = (Con ie Bet eRe ena 14.34 12.46 12.92 25.70 26.52 
Sao ott CR eee ee 14.65 12.75 13.50 23.72 26.00 
be fts Bee eee Maen ence 14.25 12.07 12.85 24,24 Pai 
Chios GE re Ae aA SOREL RII eae 1 Sle fs 12.42 2218 24.09 
Re pe FN oe en Seated eo aus ov ar eceh okt oh akar oil oui okay Ws cans 12°25 13.00 23.24 24.20 
COMM OL Oaks eee ees ee 14.75 13.08 13.50 24.70 24.50 
" Loa ee SRE ee EA Gn oe 14.75 13.25 13.48 24.05 25.00 
DO ate oe een toes Se cat eee 15.07 13.43 14.06 24.68 25.00 
PA). SRT ISD iceman tae Mee tee 15.34 13.58 14.25 Ziv, AO lassen ene ee det 
. 1948 
Mey 8.2 esp iene Be. 15.75 14.50- 14.63 27.66 26.00 
Ot eee Ce kan SA he 16.69 15.24 15.25 27.43 25.30 
i, IVS Ra aS eS ee eee 16.25 14.75 14.75 27.95 25.00 
a SU wie Pies ING. hate! Soe Ant nS 16.10 14.49 14.61 D8. 20 ale x nena 
BL Pee ta toen ola eae ena, acess unonoters 15.80 14.42 14,53 27.28 26.80 
February fa LE ORS, bmp et cae aoa 15.78 14.50 14.55 26.96 26.30 
s AOE Sete ah oe ostata neat ate che 15.25 14.25 14,15 28.13 25.50 
FeO ars ern akc, Mee aes erent 14.62 14.46 14.41 27.50 25.50 
: AS Wits heb trae Meare Mata aah amis onthe "ores 16.00 14.94 15.00 27.18 25.50 
March Gel ne GW en on hei ao aes:. 16.00 15.00 15.00 27.68 25.50 
LER Bane oe hc ean Re trast 16.22 15.24 15.00 28.29 25.50 
Oa ees ie aol ee cette Pe 16.35 15530 1575, 28: SO-ri|.< seas 
‘ eR tion ARE nies ACT ee Monsen o- nek 16.27 15.25 15.46 28.92 26.35 
pril Bae OR ar een, anhee 16.46 15.41 15273 28.46 27.14 
s Oe MN ARE EOS Sade te hatte. oun, 16.50 15.50 a Paya) 29.08 27.50 
; ; RE ea cit ope eX Gates hatin CF 16.92 16.06 15.98 29.41 27.28 
= D1 olths alo RCH oa 17.70 16.88 16.69 30.46 27.51 


be 
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SWIFT CANADIAN CO. LIMITED 
CoMMERCIAL BrErF—WINNIPEG 


Se SS S0;(@—_—>aa=m—=m0'—_- _—O—owyo—=—=— 


Average Average 
cost all : selling DHOg 
. commercia commercia 
Week ending ae re 
carcasses carcasses 
Winnipeg Winnipeg 
Wabi s fhe er ae 
$ cts. $ cts. 
1947 

gti OOK Se Lhe eat Rc aing okie oa lclaae arte vo iets Wage olan ar ple pine cat pk mh bagi ete hea 18.65 21.75 
8 19.57 21.62 
19.67 21.63 
17.76 19.57 
17.96 19.80 
December 19.71 19.59 
1 19.52 19.68 
20.00 20.01 
20.78 21:12 
January 23.48 . 21.38 
23.12 23.93 
24.31 24.08 
24.30 23.45 
2315 22.51 
February 24.23 22.84 
24.34 23°16 
24.20 23.32 
24.62 22.88 
March 24.98 23.71 
25.59 24.16 
25.88 24.90 
25.57 26.06 
April 25.57 2550s 
26.16 25.69 
26.70 26.20 
27.30 27.02 


SWIFT CANADIAN CO. LIMITED 


Brrer AND PorK INVENTORY QUANTITIES 
(Pounds—000’s omitted) - 


Dennen eee nnn 


April 1 May 1 
1947 1948 1947 1948 

SE ee eee ee ie ee ee 
1. Frozen Brrr - 

(a) Stored for the Meat Board...............+++5 44 457 67 120 

(b) Stored on contract for customers......... Shae 96 309 86 293 

(GO) Ou NOP eR ABigen Bue aecron doocoldn mets (popu 207 3, 188 113 2,305 
ODO hideaatayel £1010) hee ea nt Obs STOR AR eee oy clog ECR oh 1621 aie 3, 841 1,992 3,811 
UNE AT RES ERIE ce oe ace cece udiead Sie fate a ae ea eee el 1,968 7,795 2,258 6,529 
4, FREEZER PoRK 

(a yeMeat Boardicc.c. cil clan gecesi etree sine: 1,763 4,072 2,338 4, 234 

ee Ophend. moos Gcctetoma. chip ae eeeitbey eres rs 8,352 10, 285 3, 060 9,738 
5. OrnerR Pork 

(ateeatpDOaLd 4:26 a atot ee biteink oie eiebieere 895 2,039 1,169 - 1,076 

TON CLINGS ER ana ood geen oObe Grant coNuTatoaente 4,260 7,833 5,342 7,016 
RMU GUAT OR Kis foe cahs cai oh dvi ticle {be mee eye tm orsere 10,270 24,229 - 11,909 22, 064 
Oi, by Sahay Ges Buse Ts et Es Dae ree ae SID ee OCD HI Cain Sit: 100 508 166 565 


Be fever 
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Q. I notice, and I call attention to the fact that February, 1948, shows a 
loss position throughout with the exception of pork, veal and other meat products 
and that you have got back to a profit position in March of 1948. I draw atten- 
tion to that Mr. Millard simply to explain the schedule. I have no questions 
/on it. . 
The Acting CHAIRMAN: Has any member of the committee a question on 
schedule 1? 


By Mr. Fleming: 


Q. Has Mr. Millard any observations to make on the fact the company was 
restored to a profit position in March after being in a loss position in 
_ February?—A. I am not sure about the loss in February. I think we had an 

inventory decline on hides. 
; Q. It has not anything to do with the prices at which you are selling pork 
and beef?—A. On beef, our costs were higher than our selling prices and that 


is the reason for the loss. - 
; By Mr. Dyde: 
: Q. Then, gentlemen, schedule 1a, the second page of Mr. Millard’s material 


_ shows the details of sales to the trade of meat and by-products by months again, 
and in the same months as schedule 1. I call your attention, Mr. Millard to only 
one thing there. At the right hand side of the page you have, “total all sales,” 

_ and ‘I note one thing; in November, 1947, your total sales in pounds were 65,218 

in thousands of pounds and, while that is high, it is not substantially higher 

_than the corresponding month of the year before, 1946. It is a comparison 

between 65,218 and 60,188. That indicates at least to me that November is a 

A A. That is right. Of course, November, 1947, 

is right after our strike and I suppose everyone was hungry for the products and 

that boosted sales to some extent. 

Q. In any event, even with that, your November, 1946 figure is also a high 
Miigure?—A. Yes. 

, Q. I have no other questions on that page, gentlemen. 


The Acting CHatrMAN: Has anyone any questions on schedule la? If 
“not, we will continue with schedule 2. 


By Mr. Dyde: 


Q. Schedule 2 is the profit and loss statement before bond interest, income 
taxes and inventory reserves for the fiscal years from 1946 to 1947 inclusive 
with a five-month period of 1948 added. 

2 Now Mr. Millard, I note that in the right hand column, “total meat and meat 
by-products” you show a loss in only two years and one of those years is 1947. 
That loss seems to be, and you will correct me if I am wrong, largely attributable 
to beef?—A. That is right. 
 -Q. Have you any remark to make with reference to the fact that beef 
constitutes such an extremely heavy loss in 19472—A. Well, of course, in 1947 
we were under ceilings. We took quite a squeeze. The live prices rose, of course, 
and we were under ceilings and that was our selling price. 
| Q. You got an adjustment upwards of the ceilings, did you not during the 
year 19472—A. I think there were some. 

- Q. That did not compensate you, apparently, in beef?—A. That is right. 

-Q. Your pork profit, on the other hand, was fairly generous in 1947?— 

, . That i is right. 


; 
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Q. You were under ceilings in pork as well?—A. That is right. $ 

Q. There is no other explanation you can give the committee with regard 
to the beef figure?—A. No, I think that is the answer. Mr. Swan, have you — 
anything to say about that? ; * 

Mr. Swan: No. | ; 

Mr. Dypr: I have no further questions, gentlemen. y 

The Actinc CuamrmMan: Has anyone else any questions? 


~ 
s 
; 
4 
_ 


By Mr. Dyde: 

Q. The next two schedules, although they are not marked as schedules, are 
figures for the company’s condemnations. I am right, am I not, Mr. Millard, ~ 
in saying that the first page is entirely devoted to cattle and the second of the 
two pages is entirely devoted to hogs?—A. That is right. 

Q. Now, you show the net condemnation result in cattle as a loss. May ~ 
I ask if your rates on condemnation insurance are the same as those of the other — 
packing houses?—A. I am quite sure they are. : 

Q. Your officers know what your rates are?—A. Yes, 20 cents per hundred ~ 
on steers, heifers and bulls, and 50 cents per hundred on cows. q 

Q. And on hogs?—A. A half of one per cent. “f 

Q. I have no questions, gentlemen, with reference to the condemnation ~ 
statement. 


By Mr. Harkness: 

Q. I do not quite understand this statement. You have the amount of 
condemnation insurance deducted, $50,000 and some odd. Does that mean the — 
amount you collected?—A. Yes, at the time of payment for the cattle. 

Q. I beg your pardon?—A. At the time we paid for the cattle. 

Q. Then, you got a salvage value of $2,000 and some odd. You have your — 
cost value of $5,000 and some odd, and the value of the parts condemned — 
$38,000. Then, you have a total loss of $43,000. I do not see how they will — 
balance—A. Well, the condemnation insurance we deduct, plus the salvage — 
value of the condemned and rejected carcasses and parts, forms a total, they are 
added together. In other words, we credit the insurance account with what we 
get out of the product condemned as some salvage. Then, the carcasses con- ; 
demned and the various parts condemned are debits against that and the net — 
condemnation result is the difference between the two. 4 

Q. In other words, you add the cost value plus the value of the parts con- 
demned and subtract from that the condemnation insurance and salvage?—A. — 
That is right. : 

Q. Well, does that mean you have counted something twice? You have the 
eattle you took and then you have the value of the parts condemned?—A. No, 
there is no duplication. 


By Mr. Dyde: 

Q. Perhaps you might tell us what figures you add and what figures you~ 
subtract on that line?-—-A. The first two columns are the credits. The $56,932 is: 
what we lost on carcasses condemned. The $38,542 is what we lost on parts 
condemned. & 

Q. So, we add the $56,932 to the $38,542 and take away the total of the first 
two columns?—A. That is right. z 

By Mr. Harkness: | a 

Q. The point I was getting at is that I was thimking the cost of these cattle 

would be what you lost. I do not see why the value of the parts condemned is _ 


4 
Lae 
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{ added.—A. The rade are separated from the carcass; the heart, liver, tongue, 
casings and head are not included in the carcass. The carcass is just the carcass 
as it hangs on the rail. : 

—Q. In other words, the $56,000 is not the cost of the cattle but it is the cost_ 
Bot the carcass, including the labour cost and everything else of converting the. 
into a carcass?—A. That is BIEDY, 


By the Acting enornah 


: ~ Q. In other words, the animal is not condemned when it comes into the pen, 
it is condemned when it is slaughtered and on the rail?—A. When the inspector 
inspects it, yes. 


: By Mr. Dyde: 
3 Now, I pass on to the sheets market ‘‘Tankage Market”. I think some 
2 member of the committee asked for that particularly, and Mr. Millard has sup- 


plied it. I have no questions concerning it. 

: Perhaps I might make one thing clear, “W.E.” stands for week-ending, I 
~suppose?—A. Yes, that is right. 

. Q. When you ‘talk about the tankage market, you are talking about the sell- 
ing price?—A. That is what it is sold for, yes. 

by Q. So these quotations down the pages are quotations of what this material 
was sold for?—A. During those weeks. 

j Q. Yes—A. Yes. 


By Mr. Fleming: 


Q. You reached your high in returns from this source in the week ending 
"November 8. Your returns today are very substantially below the rate then pre- 
vailing. You have dropped about 40 per cent?—A. Yes. 

5 Q. I guess more than 40 per cent. 


’ Mr. Dypn: Yes, probably a little more. 
The Witness: I understand the tankage market has advanced a little in the 


By Mr. Fleming: 
_ Q. You mean since April 24?—A. The last week or so, yes. 


< By Mr. Dyde: 

\@® .Q. Then, the following page—in fact the following two pages : are pages con- 
taining actual figures of the cost of the cattle, with a column headed, “Swift 

average cost all Red Brand beef carcasses” ?—A. ‘That is right. 

4 ¢ In the final column on the page, “Swift average selling price’, is that 


Mr. Swan: Well, there is no explanation of the value, except that it would 
be the type of cattle, and live prices are high and we can’t get our full costs out _ 
of t em. 

_ Mr. Dype: Does the same remark apply to commercial beef just on the next 


_ Mr. Swan: Not to such an extent. 
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Mr. Dyve: You are still selling commercial beef at a price below what it has 
cost you? ! 
Mr. Swan: Yes. 

Mr. Dyve: And that is the lower grade of beef? 

Mr. Swan: Yes. 


Mr. Dynz: So it is not the grade of beef perhaps that governs this, but the 
fact that you are having to sell at less than it is costing you? 


Mr. Swan: In the case of red brand beef the selling price that we quote here 
is two weeks behind the cost. The practice out there is, this beef is aged two 
weeks before it is delivered to the customer, sometimes three weeks; so the selling 
prices are taken in the weeks when the beef is actually delivered to the customer 
and they must be related to the costs to bring us back. In commercial beef that — 
is not the practice. 


“Mr. Dype: Just before you go on to commercial beef let me take one figure 
you mentioned that I understand; let us take the figure of your selling price of 
April 24, 1948, which is 27-51. 


Mr. Swan: That is right. z 
Mr. DyvE: We will relate that to the average cost in say April 10, of 29-08. 
Mr. Swan: That is right, not 100 per cent. 


Mr. Dyonz: I said “say” to indicate it should be some period back there that 
we should relate? 


Mr. Swan: That is right. 


Mr. DypE: Then when we look at the statement for commercial beef you 
say that does not apply, and does that mean that the figure of your selling price 
for April 24, of 27.02 should be referred to the cost of 27.30 in the same week? 


Mr. Swan: That is right. 


By Mr. Fleming: 

Q. I notice, Mr. Millard, the trend is practically the same on both red 
brand and the commercial. If you look at these two don’t you find that on the 
red brand your selling price is a little above your cost price on the red brand up 
to the end of December and then beginning in January consistently from that 
point forward your average cost is higher than your average selling price? On 
the commercial the same is true with just two slight exceptions; your selling 
price is slightly above your average cost up to the end of December and then 
beginning in January your selling price falls behind your average cost consis- 
tently with the exception of two weeks January 10 and March 27; so the trend is 
the same in both cases and in the same period with scarcely any exceptions. In 
answer to a question by Mr. Dyde you gave us a reason that in the case of red 
brand your costs for this ran consistently above your selling price and you said 
you could not get your cost out of it. Would you elaborate on that and explain 
what you mean by that, please?—A. Well, when we go out to sell our beef we 
have to take the market and the market price for that beef is just not high 
enough to give us our cost back. 

Q. Well, is it fair to say, to put it this way; here we find the law of supply 
and demand working in such a way that the processor is not getting his cost 
out of the product he is selling?—A. That is right. 


By Mr. Thatcher: : 7 
Q. The price of beef from November 1 to April 3, according to your schedule 
has gone steadily up and is still going up. It has gone up about 25 per cent. 


q . 


Have you any idea as a processor, is it likely to continue to go higher as appears 
to be indicated by this chart?—A. I think it will go higher until we get the grass 
cattle in July. 

Q. And it might come down then?—A. I think so. 
Q. Will it stay down in the winter and probably go back up?—A. I have 
an expert here who can answer that for you. 
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Mr. Swan: I think your values will gradually move upward until the Ist of 
July and the trend will be downward probably to December. That is the 
‘normal trend. 


Mr. THarcuer: That would be a seasonal downward? 
: Mr. Swan: That is right. 
Mr. Tuatcuer: But the long term trend would likely be upward? 


4 


: 
_ Mr. Swan: I cannot answer that for you. 
‘ Mr. Fiemine: One other question arising out of the evidence; the fact is 
that the way the law of supply and demand is working in this case the consumer 
ds getting the benefit of the fact that you are operating at the present time on 
beef at a loss? 


Mr. Swan: That is right. 


¢ By Mr. Dyde: 
3 Q. The last page of the schedule, Mr. Chairman, is a schedule which 


Mr. Millard prepared with reference to his inventories; and in that connection, 
‘Mr. Millard, I note that you have prepared comparative figures for April 1, 
1948, as against 1947, and for May of 1948 as against 1947?—A. That is right. 
_ Q. I see in the May 1, column that for frozen beef it has gone from 113,000 
up to 2,305,000 as between 1947 and 1948; and you will also see that other beef 
has gone from 1,992,000 to 3,811,000. Have you any explanation for the 
marked increase May 1, 1948 over May 1, 19472?—A. Well, May 1, 1947, we just 
did not store the quantity of beef. We were on ceilings, as I said before, and 
We were were in a squeeze, costs were high and we could not afford to store it. 
_ Q. It is purely a matter in your opinion of ceilings?—A. Yes. By the way, 
Tam informed that that is beef under “C”. 

~  Q. Do I understand then, Mr. Millard, that you are selling actually more 
beef this year than you did last year because it is much more profitable for you 
to do so?—A. Well, we have a chance of getting our money out of it. 

— Q. Are you holding beef now in order that you may get a higher price 
for it?—A. No. We are putting this beef out as fast as it can move into the 
trade. Of that beef 2,305 is broken down carcass beef, and the movement up 
to the 7th is 1,168,000 pounds. The balance is boneless cuts and sausage 
material; but we could move that probably next month, that probably will move 
out into the trade very rapidly to take care of the deficiency period. 

3 Q. But you have about twenty times more beef now than you did a year 
ago in that particular category and that would naturally hold the price of 
beef up, wouldn’t it tend to?—A. No, because we put it in during a period of 
‘surplus. 

_ Q. The period of high prices?—A. Yes, if you like. It was surplus beef. 
~_Q. You were holding it until you could get a higher price, is that it?— 
A. No, we were holding it for distribution to our trade during the deficiency 
period and we have been moving it out, it dropped to 3,188,000 pounds. 

_ Q. Excuse me, Mr. Millard, I do not like to interject; but if you are holding 
it for a deficiency period why did you continue to hold twenty times more than 
—13803—2 


a ee ee 


3320 ina Ss SPECIAL COMMITTEE — 


you held last year over the same period? You say you are holding it for a 
deficiency period—A. Last year beef moved right into the trade. We did not 
store it. a 
Q. Well, then, why did you have to store it this year? I was just wondering - 
why you held twenty times more beef this year to carry you over into a deficiency 
period than you found it necessary to hold last year?—A. Well, it is being 
absorbed into the trade. 7 
Q. It could be absorbed and consequently put prices down a little if you 
put it on the market?—A. If anyone wants frozen beef tomorrow we will gladly 
sell it to them. 
Q. You will?—A. Yes, but as long as there is fresh beef available they 
won’t buy frozen. Now, in the next two weeks when the run of fresh shortens 
up this beef will likely move out. As a matter of fact, between the Ist and 15th” 
of May we have moved a lot of that beef out. 
Q. Could you say, Mr. Millard, what amount of supply would be repre- 
sented by that 3,811,000 pounds of other beef in comparison to your normal 
sales? How long would that last on the market if it went on to the market 
today, what period would it supply?—A. That other beef, of course, is fresh and 
cured, beef in cure—that is barrelled pork (?). You see, out of the 3,811,000. 
there is 2,317,000 pounds of fresh beef and beef in barrels. : 


Mr. Dype: How long would you say that would last? 


Mr. Swan: That 3,800,000 represents on our hands May 1, and that would 
last not more than three days in the next week. That is beef held at our plants 
and held for all our salesmen. It is current stock. : 


The Actine CHarrMAN: It would be spread over how many sales organiza- 
tions? | 
Mr. Swan: All our sales units, 25 sales units, plus or minus. 

Mr. Dype: I have no further questions. 


By Mr. Thatcher: 


Q. I have one other question, Mr. Chairman; T asked for this I think when 
Mr. Millard was here before. I would like if possible to relate the profits of 
last year to the invested capital of the company, that is, the surplus plus the 
capital that you have invested in it—A. You I think, Mr. Thatcher, wanted 
to know what additional money had been put into the business since it was 
established, other than from the profits of the business itself. 

Q. No. Apparently I did not make myself clear. That is not what I wanted. 
If I asked for that I am sorry. What I wanted was your total invested capital 
as of today including surplus account. I mean, IT want to know what percentage 
you made on your money last year. I know the amount you made, a few cents 
a pound, or fractions of cents a pound. You can take it by just looking up youl 
balance sheet.—A. I haven’t got the balance sheet with me. 


The Actinc CHaArMAN: You wanted to know the capital employed? 


Mr, THATCHER: Yes, the percentage of profit as compared to the tota 
capital employed; that, of course, does not include bank loans or things of thai 
kind, but your capital account and surplus account added together. 

Mr. Lanpon: You want that for our last fiscal year? 
Mr. TuatcHer: Yes, 1947. | 


Mr. Lanpvon: I do not think we have prepared that figure but perhaps Ww 
can arrive at it. 


Mr. TuatcHer: Have you the balance sheet? 
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eee. vir. Lanvon: Yes. Are you asking about the capital employed in this, or 
Rhee? | | | 

_._-Mr. Tuatcuer: The capital invested plus your surplus invested—in other 
_ words, your capital account plus your surplus. 

‘Mr. Lanpon: Our capital account is $12,000,000; earned surplus is $6,581,- 
- 000; a total of $18,581,000, and that is up to the end of October, 1947. 


_ Mr. Tuarcuer: Excuse me; that is $12,000,000, that is money which has 
_ actually been put into the company by the shareholders, is it? 


_ Mr. Lannon: By the shareholders and by the earnings of the company over 
_ the years since its inception. 


Mr, TuHatcHer: Would not the company have any surplus account? 
Mr. Lanpon: No, not entirely. 


a Mr. Tuatcuer: I do not know what your accounting procedure is but usually 
_ when you have a surplus earnings you put it into surplus. 


- Mr. Lanvon: We authorized a stock dividend of $7,000,000 in 1940. 

ee - . THatcHeR: I see. Then your net profit—I just forget what it was. 

. Lanpon: Net profit for 1947? 

. THATCHER: That is before taxes. ; 

. Lanpon: And you want to eliminate that $750,000 of inventory reserve? 
. THatcHeER: Yes. 

. Lanpon: $1,180,000; that would be before taxes and before inventory 


. THatcHER: Then your real profits—that includes the inventory reserve 


. Lanvon: No. 

. THATCHER: It does not include that? 

. Lanpon: No, that is before inventory reserves and before taxes. 

. THatcHer: So your actual profits last year then were $1,180,000? 
. LANDON: Yes. 

. THatcHer: Without your inventory reserves? 

~ Mr. Lanvon: Inventory reserve has been eliminated from that, Mr. 
_ Thatcher; that is before. 

— -Mr. Tuarcuer: That is included in the $1,180,000? 

Mr. Lanpon: That is right. | 

Mr. Tuatcuer: Thank you, this is all I wanted. 

Mr. Fremtve: That would mean that on vour employed capital you made 
_ about 6 per cent before taxes, income taxes, excess profits taxes and so on? 

Mr. Lanpon: About that, yes. 

Mr. Tuarcuerr: That is more reasonable than the other packers. 
Mr. Dyve: Now, I think Mr. Winters asked vou a question when you were 

here before about the sales to the maritime provinces and local production per- 

_ centage. Would you please tell us what that figure is? 

__ The Wirness: Mr. Winters wanted to know what percentage of our total 
Sales in the maritimes was supplied by our local organization down there. The 
“answer is 37 per cent. 

— 13803—24 
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Mr. Winters: In other words, you imported to the maritimes? 
The Wrrness: That is right. 


Mr. Fremtnc: Do you mind my going back to the other question for a 
moment? What would be your income figure after taxes, what would be the 
balance left to the profit and loss account? 

Mr. Lanpon: $737,000. 


Mr. Fuemixe: And that works out to about, 2-5 per cent return on your 
employed capital? { 

Mr. Lanpon: Yes, The return on capital investment. has not been a high 
percentage even in former years. . 

Mr. TuHatrcHer: You broke even anyway. 

Mr. Lanpon: Slightly better than even. 


Mr. Fiemine: I do not think anyone could object to your making 2:5 per 
cent. 


Mr. Lanvon: No. 


The Acting CHamrman: I want to thank you, Mr. Millard, and your 
associates for coming here and giving us the evidence you have. It has been 
most helpful indeed. ‘ 


The Wirness: Thank you. 


(Witnesses retired). 


R. P. Lafleur, Head of Cold Storage Statistics, Dominion Bureau of | 
Statistics, recalled: 


The Actinc CHAIRMAN: Order, please. We want to get through as quickly 
as we can. Mr. Towers is on his way up_and I know you want to give him as 
much time as possible. 


By Mr. Dyde: 


Mr. Lafleur, you have already been sworn. On page 2567, of the evidence 
you gave the committee some figures with regard to the storage figures on beef 
and at that time you were not able to give the May 1, figures. You have now 
T think been able to compile the figures for the Ist of May, 1948, and you are 
now able to produce those figures?—A. That is correct. 


Mr. Dypz: This table which is now before the committee is the figures for 
May 1, 1947 and May 1, 1948, preliminary, April 1, 1948 revised. This docu- 
ment will go into the record at this point. 


See ee 
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COLD STORAGE STOCKS AT MAY 1, 1948—CANADA 
With Comparative Holdings for last year and last month 
a 


; May 1, May 1, 1948 | April 1, 1948 
Commodity 1947 preliminary revised 
Noy lb. lb. 
Pork 
Heroghie ONO UMTOZENL iste ayencle cs oe ieateoigtd ones octets 6, 637, 074 4,376,996 6, 247, 554 
BIRBSIY CH TORO hn. Heo mente Merck A a iarE kone tile in aren 29,559, 206 56, 057, 906 57, 676, 741 
PLATS ACA) OU) COMD:, Seis oie e ala oon Sete cece orien 3, 657, 291 5, 695, 127 6,814, 369 
D)e20/ Tipit sis see eee eee See eee 418,745 1,417,771 1, 042, 188 
IBACKS 2(2) LUXPOLU.EG Dart eee, tae eae Lo wc onrent 1, 259 172,827 110, 724 
(byeboeneless Skinless: #4, .natsas cole see eee 1,759, 299 1,309, 399 1,715, 209 
(olen vvarOUs heats tse cit ot. ak. 28, 829 59, 087 64,390 
Ce Woingen Sete Any earn tits ete cai Aon 133, 423 466, 967 809, 554 
Bollesea(ay rl Gown css Lot ee ca hee des 3,121,334 4,448,313 4, 661, 959 
(DIRE OHO Recep ea ng te eh ra hun te Seterarse 48,450 707,255 599, 322 
Phoulderss(a a Pixport see cen aoe a we ae eee 3,028 33, 524 32,471 
ID) WDOMEStICt ark toe ern ee eae 156, 557 1,438, 087 1, 279, 397 
Boston Butts L738, 006 1,909, 002 2,031,087 
EICTIION age N.S ae eae eR. aD Ce eed oes 1, 609, 344 1,902,359 2187, 152 
MRGHCOMOINAS. A ehatiiek ae OC ene Mere aa ios tyes I 211, 262 256, 485 
PATO VLDB eka tees ous na oe 87,330 153, 056 181,035 
' Fancy Meats 1,824, 228 3, 155, 588 3,406, 456 
; Carcasses and Cuts: 
(a) Sows sibs Clears Midsa sian. cies a hc doe nekn 205, 234 382,811 582,312 
(op) RHogss Wilts, and’ @amibstsendesess cteoh eva cs 9,544,105 25,757, 544 24, 883, 144 
IMNOLASSTLOG Manet. 3 Pane AtRrmanee «arent Oh eel O7e arn ben 5, 351, 728 6,837,927 7,069, 487 
AEH DD PAIN EN AG ONIN Beatie o Praves cr feclets, odtaLeeecy he atSiornie ic Sols 20,365, 670 19, 556, 773 23,014, 823 
Laie: )(A)eCOsCOWMy siete Eee oni APM ee die Jc otine ae 3,293, 213 4,207,088 3, 629, 294 
Te CER ZO UD H reek ct ca andes, Farber ctciue ses < 570,806 541,976 629, 833 
ie Backs (a) DOMES hIG hie. ce ike ls eee See eb ats outs 652,970 694, 986 740,920 
; GPP posh te x8y ctl: oes Rinker bh Laide sean da oes 604,072 314, 636 509, 207 
Be liess SiG 7 cdowirincs.clatae ote ditar rink cleans fe. PSI) HEY 3, 367, 122 3, 821, 656 
holders ws trae reece tet tcc ata. 133,416 161, 799 198, 165 
LSS oil a Three ices RSE a Sih a ach cr eae Pa mR a 701,560 794, 042 881, 766 
: FALGOICH te, SOM eT cron eee ITs. ca a Hoo on Shares « 675,913 971,035 818,499 
ates (a) Oxy alt Meats iii. seach fons 4 ete see cde 268, 435 569, 360 750, 064. 
CoeWiltss Cur bsand a’ Linde es... 1.5 oie s ec oe eke ots 8,319, 141 5,380,881 7,805, 633 
ISYonriicel OG 0 IER Saad eS, sla Be neal tr lc i fe 1,043,970 1,483, 267 1,876, 050 
CL ASsitie cts A Meme em ame ch oi NBhorccccle Pic haccld oaks 1,748, 637 1,070,581 1,353,736 
BELO eee Meee er EO Ce, oth oA Sn Hel a! Sidi Abiaac sleet Ree 19,998; 675s lca eee eee 
thE se int repens Aes ae th PS anise Laejecetiy, gee gh Parmer ee sie ha wee 25890; 000m |e. 5 ative rates 
% ADXGS Hed ine a ae hs a ina ec aS Re ania 56,561, 959 82,881, 675 86,939, 118 
a : 
Brrr . 
os iitae (S) MES ONELING Sarto tics Pbehioee eat Ai am eeu s 5,131,759 7,532, 308 9,184, 960 
ae (b) Boneless 344, 630 714, 935 941,390 
: ozone (a) RESONG UA iia Pc notte Cote ae thes 2,174, 641 6,498, 178 10, 042, 169 
3 (b) Boneless 5, 838,499 7,557,145 10, 366, 904 
Seer cured and In Cure.:.. 605. oivs..60 ss 1,319, 645 987,525 1,174, 288 
Ae TLC VANIER. CONE Lett R Roe td cid oh ees Sn nky, | Ws, 5 ehh tO Bgl Ba Wee 1, 560, 368 3,317,978 4,180, 836 
SO ROIA PDS ag Aimcir Oh de hes ec nt Eee a SR ep I ee 26; 608; 069! Ses aoe 
RRS A TOClrer rs Poort us TPN de tas AL Ren aos Rh Sy nt (ahaa hv ieee 15,550,000: 4) enanteaee tee 
4 ANG Valens A Non Aeon ocd coh ohn otek vee 16,369, 542 28, 158, 069 35, 890, 547 
wy VEAL 
Ree (HS) SOUCIIN. cte mcorhcace Gets calee Sout en ees 1,035,913 830, 871 1,042, 661 
F: (oy DONEIOSSS Ager mil aee ost. ete os eon 40,751 101, 702 61, 692 
a ERGZON (he DONO aS faisc Aceon ae hac tlbhies 1,370,155 1,827,979 942, 674 
+ Mim onplenmnt 3.08.) co him k oor ee een, 583,819 1,057,471 724, 346 
a UO VMLORLG Nae ttte teas ten te ectiva ch cits bie nice Sree taste 127,305 158, 453 130, 195 
ERT RR Stes eet ste Sea Boned se Oe tone token eee 3, 976,470 cao pee el 
RSENS Name ye ches Nie, & PIREOE  af  ee ol eh Sb ck) een oo 2g ste = 130, 000: \|s..2e ate eee 
¢ 2 ESS SE — EEE SS 
LUGE ET INS Pa ak © tt 8385 St ae lee OM ges ACL Be Ne 3, 157, 943 4,106,476 2,901, 568 
~ Murron anp Lams 
ESS 103,977 212, 673 345,431 
| O) TOROZETE  aciiiueine CH GR ones APM dts ee ein en a Spe 1,979,436 3,807,825 5, 609, 687 
UG UaNT CALS ce Win.) ee See we a nt Sea hae eal enie is 104, 292 260,774 206, 934 
Rar NeEarse sy Meera et ch oc R antes AR nec biG Whales bola! Aisin tietaaee «eee 49819728 5 16 2 yee 
SiS oR tee aT ee ine aoe Dee Ss ak PIE CMe eer 000 2] cies erin ore 
Say RG Poets Meigs vi ov a ate 5 Ue so. ein evomne 2,187,705 4,671,272 6,162,052 
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STOCKS OF MEATS 


As reported at the first of May, in each year 1930 to 1948 by 
cold storage warehouses, packing companies and wholesale butchers 


(thousands omitted) 


: Mutton 
Pork Beef Veal Mallon: 
Fresh, Fresh, Fresh, Fresh, 
frozen, frozen, and and 
: cured cured frozen frozen 
Sonispuke NS ne Se Peeas cic Daler renin Mien oie Bite = 
lb. lb. lb. I tb: 

(LG pros ROMS nace Cea ee mamnS ciciairas QOSn Pr mae Si 34,488 12,823 2,148 4,979 
POD Accmoee ee ett ort ear astauenytyiai trate authaaboattecanet ofarphebancuaea nas 24,959 7,542 dood 2,049 
GSO enh ted ieiae Mi tru cicheiar s raytbecssebelase. tian Uigksece omega hee 41,476 8, 146 930 4,107 
LO Roe acm cs rere eee isiers tne chee & Mucicje iris scefspele, stoke eared 39, 009 7,632 899 1,060 
TORUS GG, SA Oates Ss re ara ere oe SURI OO erie Ca 32,033 &, 854 1,160 1, 924 
HOR Grameen ile wns sreacoathia chs gC trey os, seorele ofr eleyer meee 37,708 13, 966 1,656 “ae vS: 
CLR RTE ee sae ce ere hae hero tuts is sae a> allen eel osehaCee ushers 37, 863 15, 438 1,935 1, 661 
HOE Ten re eT Pelee Ati pou, chetenepelaye Gm aleve aiteyentwecone ae 57, 946 13,907 2,105 3, 252 
Laren rise Na ae td re rise Bot shelaig te mac gae, wortone ies cctToaezpint 44,358 15, 383 2,170' 1,713 
ASSO Mer eas ee acre catalase. s tiesctat je eee oiree res fuyeramey eens 36,477 12,822 2,520 1,914 
POA errr eee tee te Sieelers siels sisttatatelerstese™s ale eho Wine welt 68,579 22, 964 2,501 2,850 
LOU ete ea len hie in ceo sai aos o eee mm tces ge nerin a waynes sure 67, 602 14, 988 3,054 1,987 
OAD ae ates eae lah attics chastan ae ce lou eperge teenage apes fue suskentaene ye 61, 619 15, 288 3,193 3,102 
ROM eter ea aah ire ithe Uabe eteuers le lave Gis munveinratnceeaesae et 54, 942 17,673 2 D20 dao 
ROAD sap Prana ante ck drs nee sic ect ava ials eakiese ais eyewear cat Me 100, 251 31,074 4,575 5, 608 
IO ASP pang: TANG UE Ae ag ie grater le Rene PR nieah ICCC 64, 283 21, 684 4,432 1,956 
AOA ety: eee emesis ss iays ncn atevers (etasels to asecameisrls inpreieiogs area 58,397 14,378 3, 389 2,050 
RMIT cioPh i Ree tate NP aa tentaee claipanlavonsy as ates is embed eet rabareen ae 56, 562 16,370 3,158 2,188 
I Ry noe CGT RST FA ath SE PONE GHB eos RCRA V ONG Oe rata. Soret ye 82, 882 28,158 4,016 4,671 


1 Subject to revision. 
AGRICULTURAL DrvisioN 
Domrnion BUREAU OF STATISTICS 


Mr. Dype: I have no questions with regard to that, Mr. Chairman. 


Mr. FLEMING: Just a moment, we should have an opportunity to digest — 
this material.. I wonder if Mr. Dyde would mind just running over it for us? 


Mr. Dypr: Perhaps I might ask one or two questions with regard to it. | 


By Mr. Dyde. 3 
Q. Mr. Lafleur, I notice and let us pay attention to the first column, May 1, - 
1948, and the commodity that you mention first is pork; and you divided that 
into fresh frozen pork and into pork which is cured and in cure; and the total - 
pork is the figure about two-thirds of the way down the page which is 80,228,465. — 
Do you find that figure? Apparently Mr, Lafleur has a little different document | 
than the one which has been distributed to the committee, but perhaps we can | 
use it nevertheless. 
Q. Mr. Lafleur, would you from the document which you have in your. 
hand which apparently is the document which has certain revised figures on it; 
could you give us the total pork in storage May 1, 1948.—A. 82,881,675 pounds. 
; Q. 82,881,675 pounds?—A. Yes. | 
_ Mr. Fremine: I presume the revised figures in the report Mr. Lafleur has 
before him will be put in the record; as a matter of fact, I would suggest that 
it be put in the record in place of the one we have before us. 7 


By Mr. Dyde: 4 


 Q. These are preliminary, and you have the final figures?—A. The revised. 
figures will appear in the June 1 report. a 


ay 


n 


: Mr. Fiemrinc: May I suggest that instead of our putting this sheet o 
“record that we take the one Mr. Lafleur has? z é: 


7 
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‘% The Actinc Cuamman: That is what we have been discussing. I think 
that is a good suggestion. 


(Statement appearing in this record is the corrected statement.) 


: Mr. Dype: I think we should do that. In the meantime we may at least 
-ask him to give the figures of totals so that we will know if there is anything 
that is remarkable we have to look for, but certainly I think we should put on 
the record the revised statement which Mr. Lafleur has in front of him, and 
which I apparently did not receive, whether it was his or my fault. 


. By Mr. Dyde: 

. Q. Total beef, according to the revised statement, is what, Mr. Lafleur?— 
A. 28,158,069. 

. And that is a slight increase over the amount on the statement which 
we have in front of us which is 27,000,000 odd pounds. Total veal is what?—A. 
4,106,476 pounds. 


Q. And the total mutton and lamb?—A. 4,671,272 pounds. 
4 Q. Now, it is agreed Mr. Lafleur will supply the committee with sufficient 
copies of the revised statement so that it can be placed in the record rather than 
_the one that has just been distributed—A. That is correct. 
Q. You will be able to do that?—A. That is right. 

The Acting CHamrMAN: Has any member of the committee anything to 


ask the witness? 


By Mr. Winters: 


Q. Would the witness have any comment as to whether or not these stocks 
are running unusually high or whether they are average?—A. Well, they are 
lower than last month. 


aa 


bd ea 


cat 


By Mr. Thatcher: 
Q. But they are away up on last year?—A. Yes. 


By Mr. Fleming: 

_ __Q. Have you got the figures for previous years so as to give a comparison 
with earlier years?—A. Mr. Dyde had a statement. 

Q. I do not think it is enough to compare it with 1947. 


Mr. Dype: We have a statement of the cold storage holdings of meat 
already on the record which included the years 1926, 1929, 1933, 1937, and 
from there to 1947. 


Mr. FLemine: Was that the same period of the year, May 1? 
Mr. Dypr: No, it was not. 


; Mr. Fiemine: There is the trouble; you get these great fluctuations month 
_ by month, and I do not see that the figures would help us to make a comparison 


unless we had the same figures for the same date in these previous years. 
Mr. Winters: For that reason the witness’ comments might be helpful. 


= By Mr. Dyde: | 
___ Q. Have you got anything at all to help you in answering that question 
as to how this compares with previous years at the same date, May 1?—A. No, 
Ihave not got any record here, but the information is available at the office. 
Q. Would it be possible for you to show us a statement including May 1, 
1948, May 1, 1947, and May 1 of how many years previous, three or four 
years previous to that?—A. Yes, we could. I can get that this afternoon. 
Q. I think that would be a sufficient length of time to go back, would it not? 
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Seah Harkness: I think probably a year or two before the war, 1937 or 

Mr. Dype: Can you give us 1937 and 1938? 

Mr. Harkness: 1937, 1938, 1939 and 1940. 

Mr. Fireminc: He might as well start at 1937 and go right through on 
May 1 each year. . 

The WITNESS: Yes. 

Mr. Dype: From 1987 to the present year. 

The Witness: Would you want a breakdown of that or do you just want 
total beef, total pork, total mutton and lamb? . 

Mr. Harkness: The total would be enough. 

The Acting CuairMAN: I think we would want to know how much was in 
storage for the meat board. ; 

The Witness: We have no record of that. 

The Actinc CHarrman: We can get that? 

The Wirness: From the meat board. 

The Actinc CHatRMAN: Are there any further questions? Thank you, Mr. 
Lafleur. 


Mr. Dype: Mr. Chairman, there is one other statement which was sent in to 
me by Canada Packers. It is in connection with the condemnation insurance 
account of Canada Packers. I told Mr. McLean and his officers that they did_ 
not need to appear again to put this statement in. I suggest that you allow me 
to put this statement in by reading it into the record at this point. It is a rather 
short statement, if that is agreeable. | 


Mr. Fuemine: Agreed. 


Mr. DypvE: The condemnation insurance account of Canada Packers shows 
cattle and hogs separately and gives figures of surplus or deficit per head as well | 
as surplus or deficit after crediting deductions. I can summarize the report by 
saying that there is over the years from 1943 to 1947 a continuous deficit on 
cattle which totals for the years over $1,000,000. On the other hand there is a 
surplus on hogs totalling over the years 1945, 1946 and 1947, $13,000. 

Mr. Pryarp: Surplus each year? . 

Mr. Dype: No, a total surplus of $13,000 odd. It is a brief table which I 
think might well be put on the record at this point. | 


The Actinc CHarrMAN: Is that agreed? (agreed). 


CANADA PACKERS LIMITED 


. CONDEMNATION INSURANCE ACCOUNTS 


Cattle 

é 2 Surplus or Deficit Surplus or 
Fiscal Year Total Number after Crediting Deficit per. 

Ending March Slaughtered Deductions Head 
MOA Sim ete Nelare el gieece 306,235 $127,855 D $ .418 D 
BG Adres shan Gag ae 399,271 172,249 D 431 D 
OA Datars tacchouavs) sMatevere 559,850 193,844 D .3846 D 
LOA Gee honorees ol ous 630,560 319,535 D ¢ .507 D 
Oe arcrcie cathe elehese 486,354 261,888 D .538 D 


$1,075,371 D 
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Hogs 
Calendar 
Year 
OLD Pig tec eo tein es 1,319,181 $10,543.80 $ .008 
OAC. cubes atae sae 1,121,581 4,966.54 004 
Oa eet cna eat riees 1,189,574 2,272.54 D .002 D 
$13,237.80 


The Acting CHAatrMAN: Mr. Towers is here. We will ask him to come 
forward. 


Graham Towers, Governor, Bank of Canada, called 


Mr. Dype: You have been kind enough to bring copies of the annual report 
of the Bank of Canada and the Foreign Exchange Control Board. I think we 
might distribute those so that the members will have them available. 

The Actinc CHAIRMAN: As soon as these statements are distributed so that 
each member has a copy before him, I am going to ask Mr. Towers, the Governor 
of the Bank of Canada, if he will make a statement to the committee. Then 
after his statement whatever questions counsel wants to ask will be asked, and 
then it will be open to members of the committee to ask further questions of 
Mr. Towers. I think that procedure is satisfactory. . Have all members been 

_ supplied with the statements and has the press been supplied with these state- 
ments? 

Mr. Dypr: We can get some additional copies sent over. 

The Actinc Cuarrman: Mr. Towers, will you proceed with your statement? 

The Witness: Mr. Chairman, it would have been possible to have produced 


quite a lengthy document on the subject of money and banking and monetary 


and banking theories, and the possible effects on price levels of monetary policy, 


- but it seemed to me rightly or wrongly that was not quite the type of thing which 


the committee would wish to hear. Therefore I thought it best to make my 
opening remarks as brief as possible with the thought that subsequently points 
on which the committee showed interest could be brought out by questioning, 
and any material which the committee wishes to have provided will, of course, 

be provided if it is possible to do so. 
At this stage I propose to confine myself to a rather genreal statement refer- 


Ying to the increase which has taken place in the supply of money and the reason 
_ why his monetary expansion took place. 


The increase in money supply which has taken place since 1939 is accounted 
for by the increase due to government war expenditure, War expenditure was 
financed in part by taxation and in part by borrowing from the public. But these 
_ two sources of funds, as is well known, did not cover the total financial require- 
ments of the government. Assuming that the level of government expenditure 
was dictated by the necessity of winning the war, the residual financing required 
had to be obtained through the banking system even although this involved a 
‘substantial increase in money supply. 

The question can be raised of course as to whether taxation was sufficiently 
high during the war years and whether the efforts made to encourage the public 
‘to save and loan its savings to the government, were sufficiently intensive and 
comprehensive. I believe, however, that quite a number of people, both in 
Canada and other countries, hold the view that Canada’s performance in the 


' fields of taxation and public borrowing during the war was as good as could 


Teasonably be expected. However, this is a matter in which the committee will 
have its own views. 
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The expansion in money supply due to the war-time situation which I have 
described did not come to an end immediately with the cessation of hostilities. 
For some months following the end of the war, government war expenditures 
(including under this heading demobilization expenses, gratuities, etc.,) remained 
ata high level and therefore the money supply continued to increase in that 
period.. However, the peak was reached in October 1946 and there has been no 
further addition to money supply since that date. 

As I mentioned in the annual report of the Bank of Canada for last year, 
during 1947 the government was in a position to make a substantial retirement 


of outstanding debt. This resulted in a very considerable decline in banks’ 
holdings of government securities and would, in itself, have been accompanied 
by a reduction in bank deposits of a corresponding amount. However, the 
snerease which took place in banks’ loans and security holdings, other than 
those of the government, approximately offset the reduction in banks’ holdings of 
government securities. ‘The figure of money supply, therefore, declined only very 
slightly during 1947. 

The increase in Canada’s money supply, as compared with the pre-war 
situation, has been somewhat less than the increase in a similar figure for almost 
any other country. For example, to take two of the countries with whose 
statistics it is customary to compare Canadian figures, between December 1939 
and December 1947 Canadian money supply rose 188 per cent, United Kingdom 
202 per cent and United States 214 per cent. 

No doubt the Committee will expect me to express some opinion as to the 
effect which monetary expansion in Canada may have had on the level of prices. 
That is not something which one can do with any claim to accuracy. The 
level of prices is the result of many factors and it simply is not possible to isolate 
their separate importance. In his evidence before this Committee some time ago 
Mr. Taylor, Chairman of the Prices Board, mentioned various non-monetary 
snfluences which have had a considerable bearing in the determination of 
Canadian prices. This is particularly true in the ease of consumer goods which 
are so heavily influenced as a group by import and export prices. In the case of. 
capital goods, it is probable, as indicated in the Bank of Canada annual report 
for last year, that the tremendous rate of capital development did have an upward | 
influence on costs and prices in that field. The war-time developments to which 
I have already referred had left ample financial resources available to finance this 
capital program. The problem has been to gauge when plans under contempla- 
tion were tending to outrun manpower ‘and material resources and then to judge 
the limits within which action in the field of money and eredit could be taken 
which would help to moderate the pressure without being so drastic as to cause 
unemployment. | 

As long as government war financing needs were large enough to require 
assistance from the banking system it was not feasible to take restrictive 
monetary action. The first improvement in this situation became possible after 
eovernment came into possession of a considerable cash balance following the 
ninth victory loan campaign in November, 1945. While war expenditure (includ- 
ing demobilization expense, gratuities, etce.), ran at a high level for several 
months more, there was no more general public borrowing or bank financing 
required. reel 

Discussions with the chartered banks were started in January, 1946, which 
ended in what is commonly called the savings agreement. This agreement 
limited the banks holdings of government market securities (as distinct from 
special banking issues such as treasury pills and deposit certificates) to not 
more than 90 per cent of their peronal savings deposits with the banks in Cana- 
dian dollars. Since the largest banks government bond holdings were at or about 
the 90 per cent figure at that time, the result was to guard fairly effectively 
against any major further addition to money supply due to banks continuing 
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to buy government bonds in the market. Another feature of the savings agree- 
ment was an undertaking on the part of the banks not to exceed an agreed rate 
of earnings on their investment portfolio of government bonds. One result of 
this arrangement was that if banks wished to sell government bonds in order to 
expand their loans or their holdings of non-government securities, they had to sell 
on the average a fairly long term bond giving a remunerative yield; if the banks 
sold short term low yield bonds exclusively, the yield on the remainder of their 
investment portfolio would go over the agreed limit. The increase in earnings 
which banks might stand to obtain by having loans instead of government bonds 
was thus somewhat reduced. 

Later, government’s budget position improved to the point where there was 
an overall cash surplus and debt retirement became possible. This had the effect 
of reducing the amount of money in public hands. At the same time the transfer 
of such funds to Bank of Canada made it possible to effect some reduction in the 
cash reserve ratio of the chartered banks. During the latter war years and 
through 1946 the cash reserve ratio of the banks averaged about 114 per cent. 
By mid-1947 the cash reserve ratio was down to about 104 per cent and the 
chartered banks on balance had become net sellers of government bonds in the 
market in contrast to the substantial purchases made in previous years. 

: In January and February of this year as the Minister of Finance mentioned 
in his budget speech market forces were permitted to bring about an increase in 
the rate of interest on government bonds. In the case of the longest dated issues 
the increase in yield was from about 2-6 per cent to just under 3 per cent per 
annum. This increase in yield represented a decline in price of about 44 points. 
While it was not anticipated that this change in interest rates would have any 
major effect on the rate of new capital investment it was felt it was a step in 
the right direction under existing circumstances. 

____Inhis budget speech the Minister of Finance also referred to the unlikelihood 
of the general public becoming a net buyer of government bonds under existing 
‘conditions, at any reasonable level of interest rates. If the general public is not 
a net buyer of government bonds—and I agree with the view expressed by the 
‘Minister in that regard—it is not feasible for the Bank of Canada to carry what 
‘is usually called “open market” policy beyond the stage which I have already 
described. Further reduction in the cash reserve posijtion of the chartered banks 
would involve the central bank selling government bonds. If the chartered 
Danks were in a tight cash position they would not be buyers so that the only 
potential buyers would be the general public who—as has already been men- 
tioned—are most unlikely to be net buyers in practice under present conditions. 
There is one point I should like to mention in connection with the activities 
of the central bank and that is the extent to which we maintain touch with and 
have consultations with the commercial banks; that has been a constant, periodic 
thing ever since the Bank of Canada started. Last year, about the middle of 
the year or slightly later, we did take occasion to express the view to the 
chartered banks that a conservative attitude in regard to loans was desirable. 
We had in mind that the banks would want in their own interests and in the 
interest of their clients, to scrutinize the position of inventories and receivables 
Tather carefully and try to insure that excessive inventories were not built up. 
The banks, I am sure, had that in mind even before the specific talks we had 
on that subject on various occasions in 1947. 

__ Later on, in February, 1948, having in mind not only the scale of capital 
investments during 1947 but also some indication which it was then possible to 
‘get in regard to intentions for 1948, we did express the view to the banks that 
‘under existing conditions, when the rate of capital investment is pressing on 
Telatively scarce supplies of manpower and materials, it was undesirable to 
‘finance capital expenditures through the expansion of bank credit. There again, 
I believe, the views which we expressed coincided with and carried the judgment 
the banking system. 
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By Mr. Dyde: 

Q. Mr. Towers, in connection with the remarks which you have just made, 
I think it would be helpful to the members of the committee if they were supplied 
with two tables which appear in the appendix to the budget and which I under- 
stand are the latest revised figures with regard to national income and expendi- 
ture and gross national expenditure. I think you have had an opportunity of 
examining these tables and I think, also, that they bring up to date—may I put 
it that way—they bring up to date some information which is contained in the 
annual report of the bank. Have you had an opportunity of looking at those 
tables which I have prepared?—A. Yes, I have looked at them, although I have 
not compared the slight changes in the figures in detail. 

Q. They are, so far as you know, the latest figures that are available on those 
items, are they not?—A. Yes, they are. | 

Mr. Dypz: Mr. Chairman, I think it would be useful to the members of the 
committee to have copies of these in the form in which I have mimeographed 
them. I would ask to have these distributed. | 

The Actinc CHARMAN: Just for the information of the members of the 
committee? | 

Mr. Dype: I think they would be useful in the record because they point 
up some of the remarks which Mr. Towers has just made. 

The Actinc Cuatrman: You would like to have them in the record at this 


point? Is that agreed? 
Agreed. 


TABLES OF NATIONAL INCOME AND EXPENDITURE 
Taste 1—NationaLt INCOME AND Gross NationaL Propuct 
Prelimin- 
ary 1947 | 


ye ee 


(Millions of Dollars) 


— 1939 1944 1946 


lipo Cea ss el ghee Ba SS ee 


1. Salaries, wages and supplementary labour income. . 2,565 4,869 5,195 6, 111 
2. Military pay and allowances......-.-+++2sssee5++: 32 1,068 340 83 
3. Investment income.........se sees terse eee ts 776 1,755 1,950 2,318" 
4. Net income of agriculture and other unincorporated 
TISINCSS. ae ae ladda ahem ora teele wetaue tis ales =seceber aly masacie® 901 1,904 2,065 2,308 
5. Navionan INCOME (1+2+3-+4).....--:.se sees r eee 4,274 9,596 9,550 10,820 
6. Indirect taxes less subsidies.......-+2++.+++sess0es 726 1,123 1,261 1,579 
7. Depreciation allowances and similar business costs. 582 881 839 906 
8. Residual error of estimate..........+eeseee rere es —1 +220 —37 — 1325 
9. Gross NavionaL Propuct at MARKET PRICES 


(SG TAGS) ae no citain tle Citcecolel= ie slays evaeepedesciginiielalera 5,581 11,820 11,613 13, 165 | 
Be ee 
: 
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Taste 2—Gross Nationa, ExpenpiTuRE 


‘ cece Prelimin- 
7 1939 1944 | 1946 ary 1947 
a ele: eee A ee ae Sane eee eS 


5 (Millions of Dollars) 


ae Personal expenditure on consumer goods and 
BEECEN ACC At si. foo hj ei ay An ee eee wh Be) 3,828 6, 253 (eta: 8,736 


_ (a) excluding mutual aid, UNRRA and military 
pee Gig Oa eas Vee abe ee Weis as ae 749 4,127 1,732 1,454 
i (b) mutual aid, UNRRA and military relief.....|............ 960 97 38 
J 3. Gross home investment— 
__ (a) plant, equipment and housing................ 554 756 132i 2,042 
i RMI ONCOLION) 0 a wa tit mi Ni uhOee ge petet h ” 329 —83 387 780 
a, Export of goods and services (excluding mutual aid, 
ae etc.) E 3,566 3,197 3,581 
f 5. Imports of goods and services “a —3,539 —2,871 —3,599 
6. Residual error of estimate — 220 +38 +133 
| 7, Gross Nationa Exprenpirurs av Marker Prices 
Pst 3 44-4546) clea eee cs ce coves cece cen. 5,581 11,820 11,613 13, 165 
ka Source: Appendix to the Budget, 1948-49, p. 5 (reproduced as an appendix to House of Commons 
ae Debates, 18 May, 1948.) 
Line 


if By Mr. Dyde: 

__ Q. Mr. Towers, in connection with the two tables which I have just dis- 
| tributed to the members of the committee, I wanted to call attention to a point 
which is, perhaps, a small one and yet it helps, I think, to explain the remarks 
which you have made. I notice in the table which, on this sheet, is called table 2, 
gross national expenditure, that in the year 1946, inventories are shown at 
$387 ,000,000?—A. As having increased that much. 

—, Q. No, I think it is a total, is it not?—A. No, that is the increase during 
the year. 

| . The increase during the year. And the increase in the preliminary figure 
for 1947 is $780,000,000. I think that affects in a very small way a table which 
| 


* 


a as table 17 of the bank’s annual report because I see in 1946, invested 
_m inventories, the figure of -5. Probably, that figure might now be revised to -4. 
A. Yes. 
| Q. That is the only point to which I wished to call attention with regard to 
the tables, except this; also in the same table 2, where we have gross home invest- 
“Inent and (a) is plant, equipment and housing and (b) is inventory, I find there 
is a figure in both of these items, 1947, which compares with previous increases 
of a smaller amount. 
|. _ Now, may I ask if you care to tell the committee particularly—no, perhaps I 
should put it this way, if you do not mind. The remarks you have just made 
bs reference to capital investment were directed, I think, at that figure which 
_1 see is 2,042, expressed in millions of dollars. In other words, it was that capital 
investment to which you were referring or that increase to which you were refer- 
ring when you made your remarks, was it not?—A. Yes, it was. 
_ Q. Could you say or are you able to say whether the policy of the Bank of 
nada has had any effect as yet?—A. It is too early to say whether or not it 
I imagine, even later on, it will be quite impossible to determine, even if 
tal investment declines in 1948, what the reason for that was. One knows 
various cases where people who have planned expansion have postponed it 
ause of high costs or for some other reason. To the extent that the financing 
the capital investment is not just as easy as it has been, that may result in 
e postponement of certain projects. 
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Q. I refer also to that item of inventories which is shown there and IT am 
sometimes informed, Mr. Towers, that the accumulation of inventory 1s an 
important factor—it is put this way at times, at least—an important factor in| 
sustaining a high level of demand. Is that a fair way of expressing it?-—A.* Yes 
I think it is. It is, obviously, on the basis of the figures, not as important as the 
‘nvestment in housing and equipment, but it 1s certainly a factor. ; j 

Q. Is that figure also increasing at the present time or could you say ?—A. 
I cannot say because, subject to correction by Mr. Scott, our figures in Canada 
on inventories are not collected as frequently as they are in the United States. 
Mr. Scott, could you tell me the date of the latest figures? 

This is a field in which the collection of statistics in Canada has improved 
but I could not, I think, give any recent figures which would be illuminative. _ ; 

Q. Have you any general comment to make on this apparent accumulation 
of inventory— 


By Mr. Winters: 


in industry, or what are we talking about?—A. All kinds of raw materials; go E 
- Q. How does one arrive at a minus figure for inventories, then?—A. A year 
in which they went down because public demand was ereater than the flow off 


tories of $900,000. ; 
~ Q. It is a decrease in inventory rather than a minus holding?—A. It is 
decrease in inventory. ; 


Mr. Winters: I am sorry for the interruption, Mr. Dyde. 


‘ 


D 


By Mr. Dyde: ; 

Q. It is quite all right. Ido not know whether you had finished what I had 
spoken about, Mr. Towers, perhaps you had. It was a question as to the effeet 
of that accumulation on inventory, especially with reference to prices. Have you 
any comiment to make on that?—A. It is a question of the hen and the egg, to a 
certain extent. The building up of inventories to accompany a larger turnover 
creates a demand for goods, just as much as if they had been bought by t 
ultimate consumer. Active consumer buying in a market which is not terribly 
well supplied puts up prices and, in turn, increases the value of a given volume of 
inventory. While very substantial increases have taken place, they have do 
so during a time when there has been a great increase in the volume and value 
business turnover. So far as I know, the ratio of inventories to sales’ turnov 
figures has not shown any appreciable increase. 

On the basis of present sales there probably is not a serious, gene 
problem of excessive inventories. I have not seen any indication, altho 
there may be the odd exception, that the building up of inventories is on 
speculative or hoarding basis. I think too many people still have in their m 
a recollection of earlier years when losses on inventories were extremely serio 
Of course, it still remains true that, while the ratio of inventories to sales m 
not be excessive now, if sales drop somewhat then we would at once hea | 
excessive inventory positions. The business man faces a difficult prob 
He has to have supplies to match his current sales. At this time, they are 
excessive, but the moment sales drop he will find himself in something of a 
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< By Mr. Harkness: 
- .Q. If I may interrupt for a moment, would not this accumulation of 
- inventories have the effect of a brake on prices to some extent?—A. Not while 


it was taking place, although once the inventory position becomes fully satis- 
_ factory in relation to sales, then it would have the effect you mentioned. While 
_ the inventory is being built up it would tend to put an upward pressure on 
_ prices. 

s Q. Now that the inventory is there, though, and a very considerably 
_ Increased inventory, the effect. from now on should be to push prices down?—A. 
_If we are at the stage, and I think that probably is true in various lines, 
_ where inventories are really all that is required, it would have a calming influ- 
- ence on prices, certainly. 


: By Mr. Thatcher: 

tig Q. Of course, there are many lines where that is not true as yet and the 
demand is still far greater than the supply. Is that not true?—A. I think that 
vis true. It is not possible to have an over-all view in which each factor is 
_ weighted according to its importance. One hears of cases where six months ago 
_ or three months ago the demand exceeded supplies and inventories were regarded 
§ as low, where the situation has completly changed. Gradually, the number of 
_ these different items will increase. It is on the way now, I believe, but in certain 
Bees, as you say, a shortage still persists. 

Ka By Mr. Dyde: 

QQ. Mr. Towers, you have already mentioned one or two or a number of 
_ ways in which the Bank of Canada has acted to affect the price level or, perhaps 
I should say. to use your phrase, to moderate the pressure. Is there any other 
action the Bank of Canada has taken in that connection than those you have 


now outlined?—A. No, I think I have outlined the fields which we covered. 


& Mr. Dypr: Now, gentlemen, I want to ask Mr. Towers some questions not 
“Specifically related to the document which is here before you and I would quite 
gladly postpone those questions because they are not really on the point at the 
“minute, if anyone wishes to pursue the discussion. 


be 


Mr. Fiemine: I would suggest Mr. Dyde might follow up his examination 
and conclude it because I do not mind saying I have a number of questions to 
ask and they will not be confined to the memorandum Mr. Towers has read. 


By Mr. Dyde: 
Q. There is one other question I wish to bring before the committee and it 
4s in connection with Canada’s foreign exchange position. Would you care to 
_ give the committee your view on the effect of price levels of changes in our 
oreign exchange position? J am putting that question rather generally, but I 
_ think perhaps we might relate it to, say, pre-November, 1947 and _post- 
ovember, 1947?—A. I think, perhaps, Mr. Chairman, I might answer that 
| question by going a little farther back, perhaps—I was going to say to the end - 
ae the war—but perhaps early in 1946 when re-conversion had really begun. 
i ne fact that, at that time, Canada held very substantial foreign exchange 
| eserves was helpful in this sense. To the extent we were selling abroad on 
credit and needed to use up our reserves to pay for all the imports which our 
people wanted to make, the existence of the reserves and the use of them 
permitted far more to come into the country in the form of goods than would 
| otherwise have been possible. This helped re-conversion and it helped to make 
he increase in price less than they would otherwise have been. Imports 
| Were coming in and prices were going up but, at least, people were able to find 
ods to buy. 


| 
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There came a time, and here we come to November, 1947, when it was 
felt the decline in reserves had to be arrested, otherwise we would be in an 
extremely serious fix. Now, it 1s not possible to express a view in definite terms — 
as to the price results of the steps which had to be taken in November, last. 
To the extent supplies which cannot come from the United States are obtain- 
able elsewhere, presumably no significant increase in price is likely to result. 
But, there may be cases where shortages of things which cannot be imported 
will have an upward influence on prices. 


ee ee ee 


By Mr. Harkness: 

Q. You mean cannot be imported because of a lack— —A. Because of a lack 
of US. dollars, yes. It will be recalled that, so far as possible, the things which 
are affected in that way are the less essential; not confined admittedly to luxury 
goods, but not the basic essentials, at least. 


By Mr. McGregor: 
Q. What about fruits and vegetables?—A. I think I would have to leave 
it to a nutrition expert to decide the exact category in which they fall. 


By Mr. Winters: : 

Q. Mr. Towers, would the result on prices of available goods coming from ~ 
foreign countries through importation as a result of those loans, not be offset to 
some extent by our increased exports, also part of the same program?—A. I am 
not quite sure I understand that question. 

Q. We are importing goods from other countries and that is made possible 
by these loans to other countries— —A. Rather, it is the other way around. The 
loan has made the export possible. 

Q. I see that. Has the availability of goods now tended to keep prices — 
down below what they would otherwise have been? Did you not say that?—_ 
A. I was speaking of the period up to November, 1947, a period for about fifteen : 
months prior to that. We had been using up the reserves very rapidly. It was — 
unfortunate, from one point of view, but it did mean we were able to get very 4 
considerable quantities of supplies which we could not have afforded if these 
reserves had not been there. The delivery of these supplies into the Canadian — 
market did help to keep prices from going as high as they would have gone 
otherwise. 5 

Q. On the other hand, we have been engaged in a program of export which 
would appear, to some extent, to offset that. Would that be true?—A. Well, ini 
return for our exports or the use of our reserves, we get goods back. I will put 
it another way. In 1947, as a whole, our over-all current account surplus was_ 
negligible which means that for everything we sold we got something back. And 
therefore, the price effect of one is counteracted by the other. The use of 
reserves arises from the fact that for some of our exports we did not get paid. 


der vis 


: 
By. Mr. Thatcher: | : 


Q. I have just one question to ask with respect to page 4. I wonder if. 
Mr. Towers would enlarge on his statement there: “If the general pubhe is 
not a net buyer of government bonds—and I agree with the view expressed by 
the minister in that regard—it is not feasible for the Bank of Canada to carry | 
what is usually called ‘open market’ policy beyond the stage which I have. 
already described.” I wonder if you would enlarge on the reasons for that?—4 
A. If it is desired to reduce the amount of cash held by the banks and therefore: 
to foree them into a position of contradiction, one way of doing it is for ie 
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central bank to sell government bonds to the public, either corporations or 
individuals. The public will pay for those bonds sold by us from their 
accounts in the chartered banks; which means that the chartered banks pay us 
the cash and thereby reduce their cash and have to pull in. 

Q. I understand.—A. On the other hand if one does not find the general 
public on balance desiring to buy bonds that means of contradiction is non- 
existent. 

Q. But my point was, how do you know the general public would not buy 
bonds at the present time?—A. Of course, we do not know about it in day-to-day 
transactions but statistics of the overall position are compiled from time to 
time. ~ 

Q. Well then, has the Bank of Canada any feasible way at the present time 
where they can curtail credit to the commercial banks to an extent?—A. By 
specific action rather than consultation, you mean? 

. Q. Yes. You said that you advised the banks to be conservative and not to 
‘make loans to companies for capital increases, did you not?—A. Yes. ‘That is 
‘the consultation and co-operation method. You are raising the question as to 
whether there are some other means. 

Q. Yes.—A. Speaking of Bank of Canada action alone, I do not think that 
there is any way which is practical. In order to finance the expansion in loans 
which has already taken place the banks have done some selling of government 
“securities. If banks find it impossible to sell government securities at anything 
“except very low prices probably they would be forced not to expand any more, 
possibly to contract. But in that process one would have a situation approaching 
chaos and high interest rates which would not only, I believe, preclude banking 
expansion but would interfere in a major way with a capital development 
program. In other words, a hammer could be used to hit a situation on the 
head but I am afraid the patient would be knocked out for a long time. 

_ QQ. You think it would not be advisable?—A. No, because while it is desir- 
able that there should be some tapering off of the capital program so long as 
it is outrunning manpower and materials—tapering off is all very well, but a 
Major reduction would bring unemployment. ~ : 
QQ. Yes, I can see that. What I am wondering is if the commercial banks 
at the present time are not contributing to inflation by letting out credit 
possibly more loosely than it should be let out for the national good. In your 
annual statement on page 5, you say: “‘the increase of $461 million in chartered 
banks’ Canadian loans during 1947 was the largest annual increase on record.” 
If that is the case apparently the banks have not been taking the advice that 
“you say you gave them a few months ago. Would that be true?—A. No. I will 
qualify that in two ways; in our talks last year—and they took place in the 
latter half of the year—we referred to the desirability of scrutinizing very care- 
fully loans against inventories and receivables, to try to avoid a situation where 
-imventories or receivables were excessively high. I believe that is being done, 
but so long as volume of turnover and prices are increasing there must be a 
larger volume of inventories and there must be financing of that. In the other 
field about which we expressed quite strong views some three or four months 
ago, that is the field of bank lending for capital expenditure, there is some chance 
of effective action. While the banks must provide the financing on current 
account, for inventories and receivables, in the case of capital expenditures it is 
legitimate for them to say that in Canada the traditional sources of money 
Supply should be used, and that is generally what is being done. 


3 The Actine CHARMAN: I don’t want to interrupt you, Mr. Thatcher, but 

It seems to me that we should allow Mr. Dyde to finish his examination. 

_ Mr. Tuarcuer: I thought he said that he was through with that point. 
#13803—3 
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Mr. Dype: I-don’t want in any way to interfere with the members of the — 
committee in asking questions. I have in fact only one very minor question 
to ask to finish my examination for the moment; and if I might be allowed to 
put that then I will leave the field open, and it will not take more than five 
minutes or less to put that question. ; 


By Mr. Dyde: 

Q. Mr. Towers, what I wanted to be sure about was understanding one 
item on page 4 of your statement. It is quite a small matter and yet I am not 
certain that I understand the expression. You say: “further reduction in the — 
cash reserve position of the chartered banks would involve the central bank ~ 
selling government bonds.” Am I right in saying this; that you might start } 
that by simply saying, the effect of further reduction would be to bring about . 
a further reduction in the cash reserve position—that is correct?—A. Yes, sir. r 

Mr. DypE: I wanted to make sure that I understood that myself. Thank | 
you. That is all I wish to ask Mr. Towers about that. 5 

Mr. Tuarcuer: Would you just let me finish that one question I was in — 
the middle of? Is that all right, Mr. Chairman? r 

The AcTING CHAIRMAN: All right, go ahead. j 


By Mr. Thatcher: \ 

Q. I was trying to find out the position of the commercial banks in extending : 
credit and to what extent they are increasing or decreasing the inflationary | 
condition of the present time. I take it that the minister of finance at various — 
times has said it is government policy not to make government investments at 
the present time so it would not inerease the inflationary trend; therefore, I~ 
presume or think that is desirable. But last year private capital investment 
increased very, very materially; but I would take it from your report that a 
eood deal of this capital expense was financed by the chartered banks. Now 
would it not be reasonable to suppose that the banks are taking as large al 
proportion as they can while the going is good to make increased loans and they” 
are perhaps loaning money too rapidly and thereby increasing inflation at the 
present time, at a time when national economy, when the good of the national — 
economy should have the banks decreasing their loaning?—A. I do not think — 
I would put it that way. In each case there is the individual applicant who- 
comes to the chartered bank and presents his financial requirements to cover 
a certain program of capital development. If the individual bank thinks the 
individual application is sound and that it is a good development, likely to succee : 
and therefore reasonably credit-worthy, in the ordinary course of events it will 
say yes; or if that bank does not say yes, some other bank will do so. If 
however it is indicated that under existing conditions (and it has been indicated) 
that type of financing is rather undesirable and it would be better for the 
applicant to go to the investment market for his requirements, then the bank 
would have a consideration in their minds which transcends the attractivenss” 
of the individual loan; and I think that is the situation right now. 
Mr. Kunu: Might I interject a question there? Would you agree that as” 

a general principle, Mr. Towers, credit expansion is safe up to the point— £ 
The Actinc CHairMAN: I think we will have to have it more orderly. 
think once we have started along a certain line of questioning we should a 


with it until it is completed. ; 
Mr. Kunu: I thought my questioning was right along the lines of th 
questions that had been asked by Mr. Thatcher. . R 
The Actinc CHARMAN: I think it would be better if we were to allow: 
Mr. Thatcher to continue his questions, and then I think Mr. Fleming has bee 


waiting for some time to get the floor. 
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By Mr. Thatcher: 


— Q. Ido not know this, but I would like your comment on it. Do you think 
as a reasonable supposition that the commercial banks increasing credit at this 
time are affecting prices at all?—A. In recent times there has not been an 
‘increase in credit. 
~_Q. You mean since the first of the war?—A. Well— 
- Q. Last year it increased very materially, did it not?—A. That is right, 
of which a substantial part was for financing inventories and receivables and 
a much lesser amount related to the financing of capital development. 
— Q. During the war years how did you control capital expenditures? Did 
you do it through the Bank of Canada direct? How did you control these 
‘capital expenditures then?—A. It was not controlled through monetary action 
but rather through the allocation of supplies. 

- Q. I think that is all. It does seem to me that: the banks are extending 
eredit at a time when they should be contracting it. 


j Mr. Kuunu: Would Mr. Towers care to express an opinion on the point 
€ 


have raised, the expansion of credit? 


_ Mr. Fremine: Mr. Chairman, I have one question to ask. If Mr. Kuhl has 
sl one question I have no objection to it, but if he is going to ask a number of 


‘questions then I think I will have to object. Have you just one question, 
My. Kuhl? 


= Mr. Kuut: It all depends on his answer. The point I wanted to ask was, 
as a matter of general policy is it not true that generally speaking credit expan- 
sion will not bring about undesirable results until the poini of full employment 
is reached. 


| The Wirness: There 'is a question there as to whether credit expansion can 
take place, if business is on the downgrade, because you have to have an appli- 
cant before you can make a loan. Now, on the general monetary question as to 
whether credit expansion is undesirable during a period of deflation; I would 


‘say, no, it is not undesirable, but whether it took place would depend on a 
number of things. ; 


iP By Mr. Kuhl: 


—_ Q. Well, is not a loan issue made on the assumption that there is first of all 
a willingness and desire on the part of people to produce, and that is followed 
up by willingness or ability on the part of the consumer to buy the product? 
Hae Credit expansion is predicated on the willingness of people to borrow and 
the prospect of those people being able to repay the loans in due course. 

_ Q. That is, it is predicated upon the assumption of the saleability of the 
products?—A. Partly on the saleability of the product and partly on the 
efficiency of the borrower. 

. Q. Just one more question on that point; would you consider that at the 
ment we had a condition of full employment; that is, outside of what you 
ave said here?—A. I would say apart from the pockets of unemployment we 
are now just about at a level of full employment. 


ee ee ee ee ee 


By Mr. Fleming: 


_Q. I notice in the memorandum which you read this morning the word 
lation” and the word “inflationary” did not appear anywhere. What do you 
s to whether or not we have a condition of inflation in Canada today? 
I think the answer to that is that the purchasing power of the dollar is 
imetly less than it was in 1939; to that extent there is inflation. 
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Q. Well, that does not meet my question quite directly. If, in a-year or two— ~ 
_A. You see, it is a question of scarcity. By using those words I might be giving © 
you a false picture. : | 

Q. Well then, let us say a condition of scarcity, using your own distinction — 
rather than inflation; would the scarcity conditions with which we are faced in 
Canada today indicate inflation?——A. I would sooner get away from using that 
word “inflation”, not from any great tenderness on the subject but because it is 
so often misinterpreted. If the price level -had been 100 and it goes to 102, you — 
might say that that is inflation. On the other hand, I think so many people have ~ 
thought of it as a very extreme situation such as took place after the last war in ~ 
certain countries. Today in a great many countries throughout the world — 
currency is worth from % to 14900 of what it used to be. I would sooner stick to 
the fact of our case which is that the purchasing power in goods and services of 
our dollar is less than it was in 1939 by the amount which is indicated by the 
price index. ; 

Q. And that is approximately what today?—A. I think according to the 
index it is about 151. : 

Q. And we can assume that our dollar is worth about 65 cents in terms of 
1939?—A. That is right. i 

Q. Can you give what in your opinion is a statement of the factors which 
have brought about this condition; and in the light of your answer I will refrain. 
from calling it inflation, I will call it a condition of marked depreciation of the 
Canadian dollar in terms of purchasing power.—A. It got underway during the 
war, as you know, as it always has done according to history in wars, where an 
effort is being made to devote a very large proportion of production to war 
purposes thereby reducing the proportion available for the civilian economy. 
The total money receipts of civilians of course are maintained not only at what 
they were at the beginning of the war, but higher. Full employment and higher: 
wages increase income; the goods for people to ‘buy in many cases actually are 
less than they were before the war. In the case of a country like Canada during 
the war there was more available in goods and services for the civilian publie 
to buy but not anything like as much as they would have liked to buy, having in 
mind the great increase in the national income. That. situation naturally 
promotes an increase in prices; in spite of any practicable level of taxation or 
practicable volume of savings by the public. Those two things do not suffice, 
so at a certain stage, which in Canada was reached in October of 1941, price 
ceilings are put in. That control reduces the increases in prices, or perhaps in 
some cases prevents them, but it has the effect of merely postponing the ultimate 
reaction. A certain time after the war is over there is the hope that production 
for civilian requirements will increase to a point where supplies are available 
without an increase in prices. But having in mind the general increase in the 

cost structure whch takes place during war, the hope which I have just mentioned 
turns out to be, of course, not fully realizable. In some countries the increase in 
prices has ‘been only fairly severe; in others post-war inflation ran away with 
the whole show. In Canada we have been exposed to all these influences not 
only in respect to our domestic situation but also by reason of what has hap- 
pened in other countries; and we are therefore paying a certain post-war penalty 
for the war. In our case the penalty is not as great as in most of the othe 
countries in the world, but none the less painful. r 

Q. In a review of those factors you have indicated it is apparent that scares 
supply of goods is one factor which has brought about this depreciation by 
35 per cent of the Canadian dollar’s purchasing power. You did not use thi 
expression “volume”, I know, but I take it that you will not take a serious issu 
with me on that.—A. Volume of money, both the money which came inti 
people’s hands during the war and which they set aside, and may now PB 
spending, and also a great volume of current income. 
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Q. Volume of money, we will take it, is one of the factors that entered into 


_ the high prices and had its effect on the purchasing power of the dollar?—A. Yes, 


that is it. 

: Q. Just in passing, may I ask your view on one or two points relating to 
questions which you were asked this morning. I will just run over them quickly. 
Some of our crops last year were a little disappointing. I suppose that is a factor 
in creating the scarcity of today particularly at a time when similar conditions 
are affecting certain countries outside of Canada as well.—A. Yes, it is; not only 
because of somewhat disappointing crop levels in Canada, but also because they 
coincided with unfortunate crop losses in other parts of the world. 

Q. Yes; to the extent that demand continues here and supply is down, that 
would be a factor in prices, would it not? I have to avoid the use of this word 
“inflation” in view of what you said earlier. That would be a factor in creating 
this condition of depreciation in the purchasing power of the Canadian dollar 
at home?—A. That would depend on whether the goods were really required 


~ in Canada. 


| 


Q. I am saying that in my question, that these are goods which are not pro- 
duced exclusively for export but they are goods for which there is a demand in 
Canada. To the extent that they are in demand I take it that is a factor in 

_ creating the scarcity and would have the tendency of raising the price level for 
these particular goods in Canada if Canadian purchasers compete with purchasers 
from abroad?—A. If there is competition, yes. 

Q. I think it is clear from what you said earlier this morning—take E.R.P., 
for instance; is it not reasonable to suppose that E.R.P. will create further 

markets for goods produced in Canada, and to the extent that these are goods 
that are wanted by the Canadian consumer we can expect a tendency through 
E.R.P. of pushing up the Canadian price structure?—A. I do not see that E.R.P. 
is going to creat further markets for Canadian goods; rather I might put it this 
way, it would prevent our present markets from disappearing. 

Q. Well, put it on that ‘basis; is it likely to have the effect of raising prices? 
—A. Not because of additional pressure; but it may prevent, as I say, our 
markets from disappearing—I think perhaps that is a strong word, largely dis- 
appearing. If they do largely disappear then we perhaps would have a substan- 
tial surplus cf certain goods resulting in a substantial decrease in prices. If that 


just happened to affect a few things we could use ourselves to advantage the 


result might not be so serious, but if it happened on a broader scale, of course, we 


_ would have serious trouble at home. 


Q. Yes, it might create a condition of scarcity. However, we will not spend 
any more time on that at the moment. To the extent that E.R.P. operates with 
respect to goods which are in demand by the Canadian consumer your hope is 
that it will not have the effect of raising the level of prices to the Canadian con- 
sumer but it is clear that it will have the effect of preventing, so far as it operates, 


_ a decline in prices?—A. Well that again of course depends on supply. We have 


to assume all along that these are short supplies which are in short supply on the 
Canadian market. 

Q. I have assumed that, that these are goods in short supply and the 
Canadian consumer will ‘be competing with the consumer abroad.—A. Those 


| goods may exist but I cannot point to them at the moment. 


~  Q. I was about to point that out; but without going into any detail as to the 
commodities I take it that we do not know as yet all he commodiies that are 
going to be embraced within E.R.P.?—A. Of course, there is this about it, there 
is the question of choice there. Our total sales abroad at the present time are 
not more than is necessary to pay for our imports; so, if we get more at home— 
in other words if we reduce our exports, we have also got to reduce our imports, 
and a reduction of imports would have a bearing on the price situation such as 
you have mentioned. 
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Q. I was coming to the point of the affect on imports of E.R.P. and its rela- 
tionship to our level of imports, but just before leaving that I just wanted to# 
eliminate this E.R.P. question with this observation; if you agree with it, without 
going into detail as to particular commodities because we do rot know yet for 
how many commodities it is going to operate; but the extent that it operates 1 ~ 
the field of the commodities that are in demand by the Canadian consumer and — 
are in limited supply it is not likely going to bring about any decrease in prices; 
and that, of course, would depend on the commodities which are involved.—A. 
That is true, under the circumstances you mentioned; but it does one thing, as I 
said before, these purchases enable us to import more goods which would have a 
tendency to keep prices down. | | 

Q. These things I am talking about are not going to have an affect on- 
imports. Where imports are supplying a market that is short of goods then the 
effect, in general, is deflationary, is it not, or is to check increases in price?—A. To 
prevent that runaway price which may be due to scarcity. , 

Q. I think it is clear from your annual report of 1947 as Governor of the 
Bank of Canada, that the high level of imports into this country from the 
United States until the 17th of November, last, did have the effect of checking: 
the rapid rise in prices which would otherwise have gone up faster?—A. I think 
that is the case, yes. 

Q. And that the import controls, of which I think we can all express our 
regret at the necessity, the effect of those import controls so long -as they 
continue is likely, by reason of having the Canadian market lacking in goods 
that otherwise would have been supplied from abroad, the effect is likely to 
produce an upward movement in prices?—A. It could have that tendency, yes. 

Q. It is not likely to under the conditions we face today?—A. I think I 
would sooner that question was answered by Mr. Taylor because he would have 
a much better knowledge of where the vulnerable sectors are and what could be 
done about them. 

Q. Do you think he is better informed on the question of supply and scarcity 
in connection with particular lines of goods?—A. My answer would be theoreti- 
cal whereas, I think, his would be more practical. ; 

Q. I am quite content you should put your answer in general terms, Mr. 
Towers, that the effect of the controls which check imports that are wanted 
by the Canadian consumer 1s, In general, to promote an increase in price?—A. 
It certainly makes us vulnerable but Mr. Taylor could answer better than I 
the degree of vulnerability and what could be done about it. | 

The Acting CHAIRMAN: Would you be content to having the adjourn- 
ment now? : 

Mr. Fiemine: Yes, I have quite a number of questions still to ask. 

The Acting CHairMAN: Just before you go, we will be meeting in room 
277, that is the Railway Committee room, this afternoon. I think you will 
be more comfortable there. There will be more room for the people. | 

Mr. Tuatrcuer: Will Mr. Towers be here tomorrow, too? 

Mr. Fuemina: I think it was understood we were sitting tomorrow anc 
Mr. Towers would be available if we needed him tomorrow morning. 


The committee adjourned to meet again at 4.00 p.m. 
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AFTERNOON SESSION 


May 27, 1948. 


. The committee resumed at 4.00 p.m. The Chairman, Hon. Paul Martin 
in the chair. 
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Graham Towers, Governor, Bank of Canada, recalled: 
The CuHaAtrMan: The meeting will come to order, please. 


By Mr. Fleming: 


Q. May I continue. Mr. Towers this morning expressed some unwillingness 
to use the expression, “inflation”. I note, however, on examining your report of 
_ the bank for 1947, on page 13 you have used the’ expression, ‘‘anti-inflationary - 
_ influences”, about "the middle of the page, and on page 15, the last line, you 

have used the expression, “counter inflationary influences”. T am not trying to 
be funny about it, but I take it you cannot have any objection, then, to using 
such expressions as “anti- inationary influences” or “counter inflationary influ- 
mences’’, in our questions and answers—A. Quite. I fact, I won’t shy away from 
“the word “inflation”. 
F Q. Is there anything you wish to add to what you said this morning?—A. 
No, it was just a question of phraseology rather than anything else. Inflation 
so often implies in people’s minds a very extreme runaway situation which 
you see in other countries. 

Q. Of course, I did not have anything as extreme as that in mind this 
_ morning when I asked if we had inflation in Canada—A. Exactly; the change 
‘in price level indicates that exists to some degree. 
> Q. You said this morning, as I recall it, that the quantity of money, money 

supply, is one of the factors bearing directly on the price level. It is one of the 
Biactors that directly influences the level of prices?—A. Yes. 
: Q. So, money supply, taken by itself could, therefore, be regarded as one of 
those inflationary factors?—A. It could be. There are times, of course, when 
Substantial expansion has taken place in money supply without that having 
any noticeable effect on the volume of business, still less on prices. In such a 
case, the increase in money supply is sometimes accompanied by a reduction 
in the speed of turn-over. 
¥ Q. I suppose it depends on the extent and the circumstances— 


_ The CHarrMAN: Just a minute, Mr. Fleming, Mr. Towers did not finish 
his answer. 


2 The WItTNEss: Yes, I had. 


By 


By Mr. Fleming: 

| { Q. It depends on the circumstances and extent, I suppose, but we could say, 
in general, an expansion in money supply is going to have that tendency, an 

inflationary tendency?—A. If other circumstances favour it, yes. 

ee Q. I said, that factor taken by itself, and other factors being equal? 

A. It raises that possibility you mentioned. 

| Q. An expansion in the quantity of money is likely to have that effect; that 

| is the tendency, is it not?—A. Yes. 
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Q. Who controls or who determines the money supply in Canada?—A. I 
shall try to answer that question extemporaneously, although in order to dot 
the i’s and cross the t’s, it might be better if I put it in written form. .¥ 

First of all, the supply is influenced ‘by the demand for loans from the ~ 
banking system. If those loans for which application is made are considered . 
good and sound, they will be made by the banks and this, other things being © 
equal, would tend to increase the money supply. j 

Now, in 1947, there was a very substantial increase in loans, but it was q 
the case, during that year, the government had a substantial surplus of cash — 
receipts over expenditures. I am speaking now of something which is not — 
exactly the same as a budgetary surplus. It is cash receipts as compared with ~ 
eash disbursements on all accounts. The government, during that year, was able 
to redeem a substantial amount of bonds held by the banking system and thus 
keep the supply of money during 1947 on an even keel. What the situation 
will be during 1948, I am not yet sure. It is still the case that the volume of 
money, as at the present time in May, is, I believe, no higher than it was at the © 
end of 1947. ¥ 

-Q. Excuse me, Mr. Towers, you are giving me, I think, an account of the | 
factors which enter into the—A. I will come to that other point. 4 

Q. I was asking you rather. who determined the money supply. You have ~ 
mentioned the banks; you have mentioned the government. Would you add E 
to that?—A. And the borrowers. , 

Q. What about the Bank of Canada?—A. Now, coming to the Bank of 
Canada, I would hark back to what I was saying this morning. Let us suppose — 
there had been no government surplus available for redemption of securities ~ 
which had been in the hands of the bank in 1947. What could the Bank of 
Canada have done then to keep the money supply down? Theoretically, we 
could have sold bonds to the public reducing bank cash and, if we refused to buy 
any bonds, make it impossible for the banks to increase their loans. That, | 
of course, would have produced a chaotic situation in the security market as © 
the banks strove to accommodate their customers but were unable to do so. It is © 
an extreme case which I am suggesting there because it would have meant an— 
upset in the business world which would have been quite unjustifiable. | 

However, it does follow, I think, from what I have said, except at the cost — 
of producing a chaotic situation, the Bank of Canada cannot absolutely control - 
the supply of money under existing conditions. : 2 

Q. You say ‘it cannot absolutely control, but it is one of the bodies that 
participates in the determination of the money supply of Canada, is it not? 
—_A. It can try to influence that, but I would say that, without the assistance — 
of the government’s surplus in 1947, our influence would have been very small. 

Q. You have mentioned four factors now in reply to my question about who > 
determines money supply in Canada. You have mentioned the government, the 
banks, the borrowers and the Bank of Canada. Now, so far as the borrowers — 
are concerned, I suppose they are a factor to the extent to which the banks are 
willing to lend to them?—A. That is right. : - 

Q. Now, the Bank of Canada, you have indicated has a limited control. 
Would that be a fair way of putting it?—A. Limited control. dl 

Q. Of the credits the banks will extend?—A. That is right. Putting aside » 
the question of co-operation and agreement on a certain general policy, ou: 
control is limited under existing conditions if delicate weapons are to be used, 
and drastic action avoided. qu 

Q. That is control on the part of the Bank of Canada?—A. Yes, except on | 
the basis of very drastic action. e 

Q. And the bank has not seen fit, under the circumstances, to apply very 
drastic measures?—A. No. We believe that action as drastic as that would be - 
a form of burning down the house in order to cook the pig. 
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Q. You spoke about government surplus in 1947; and apart from that the 
Bank of Canada would have little opportunity, apart from these drastic mea- 
sures, of directly influencing the operations of the banks with respect to money 


-supply?—A. Yes. 


Q. Now, to what extent is government policy, itself, a factor in the money 
supply? I am speaking now with relation to the Bank of Canada and also with 
respect to direct action?—A. Perhaps I should say that a very important factor, 


with respect to the government during 1947, was the repayment of loans to the 


Foreign Exchange Control Board and a certain using up of cash which the 
government had at the beginning of the fiscal year. The so-called budget 
surplus was largely offset by loans to other countries. Now, the loss of exchange 
which produced that great accrual of Canadian dollar cash to the government 
was—heaven knows—not a matter of deliberate policy; but it happened; and 
that happening coincided with a very considerable need for reduction of govern- 
ment debt. 


By Mr. Thatcher: 


Q. What loans did we have for the fiscal year to foreign countries which 
you just mentioned?—A. I cannot remember the amount for the fiscal year, but 
for the calendar year the total of loans, that is, the utilization of credits authorized 
by parliament some time ago, plus relief, was something not far from 


 $600,000,000. 


Q. Those were loans which were approved two sessions ago?—A. $560,- 
000,000 in loans in the calendar year, plus $40,000,000 for relief, making a 
total of $600,000,000. 


The CHarrMAN: They were higher a year previous. 
The Wirnsss: Yes, they were. 


By the Chairman: 
Q. Over a billion—A. Let us say $900 million, something like that. 


By Mr. Thatcher: 
Q. There won’t be many of those this coming year?—A. I believe not. 
By Mr. Fleming: 
Q. We have this: that the quantity of money has a direct influence upon— 


‘that is, the money supply has a direct influence on the price level; and the money 


supply is determined other than by government, banks, borrowers, and the 
Bank of Canada, and the borrowers only to the extent which the banks are 
willing to lend them. Is that right?—A. If you will forgive me, this may 


seem like quibbling with words; but I would say that the government fiscal 


policy—or to start from the other end—that the demand for borrowed funds by 
business; action of the banks in granting credits; government fiscal policy; the 
Bank of Canada—all have a bearing on the eventual result. 

“Determined”, I think, was the word you used. I am sure it is correct in 
a sense, but it seems to imply too great an exactitude, if you know what I 


mean. 


_ Q. Perhaps you are reading into my word “Determined” conscious deter- 
mination. I was not suggesting that it was always conscious. 


By Mr. Thatcher: 
Q. Sometimes unconscious?—A. If I might add one more thing: it is a 


| factor i in the situation. I dare say one might have many minor things. 


a hee <) ty: “§ 
2344 SPECIAL COMMITTEE 4 4 
. i 4 

The foreign exchange position of the board, too, last year. Exchange 7 
reserves were going down greatly, so money was drawn in from the public. 
to government. Now, if the reserves were going up, the opposite tendency would — 
be there. <4 


By Mr. Fleming: : . 

Q. That was a matter of decision on the part of one of those bodies you — 
mentioned?—A. The drawing in? 
Q. Yes——A. No. That was very definitely a decision on the part of the © 
general public, because they required the U.S. dollars. © q 
Q. Perhaps we are not thinking of quite the same thing?—A. As the public ~ 
buys the United States dollars, they pay over Canadian, and that, of course, | 
comes to government. 
_ We come back to the government action eventually in that situation. | 
Now, about the elements in money supply, I noticed by the report of the Bank ~ 
of Canada, pages 34 and 35, you treat as elements of money supply, currency out-— 
side of borrowings in notes and coin; then bank deposits, and under chartered ~ 
banks, you indicate demand deposits, then active, you call them active notice — 
deposits. P 
And then again you include Bank of Canada, other deposits, and you arrive — 
then at your money supply. Are those the factors which you consider enter into — 
the money supply?—A. Yes, I believe they are; and that is approximately the 
basis on which the same calculations are made in major countries. g 
Q. You did make a change in your basis of calculation of money supply in 
your 1947 report as compared with the previous year?—A. Yes. We had pub-~ 
lished it somewhat earlier, and then included it in the 1947 report. 
Q. Would you just explain?—A. I am sorry, I am wrong. It was first” 
published in the 1947 report. 
Q. I think you say so definitely in the 1947 report?—A. Yes. : q 

Q. And you also make it quite clear there, I think that, by that time, you 

had included as part of the money supply of Canada, the savings deposits 1n- 
banks. Is not that correct? These are excluded; you called them inactive notice 
deposits in the year 1947 report?—A. Yes. 5 
Q. On the basis of calculation, your total money supply in Canada, at the: 

end of 1947, is $3,000,944,000 as against $3,000,996,000 at the end of 1946?— 
Av Yes. 
Q. On the new basis, you have shown a decrease in Canadian money supply 

of $52,000,000?—A. Yes. — + 
Q. But if you followed the old basis of calculation by including the so-called — 
inactive notice deposits of the chartered banks, which I presume are in general 
savings deposits on which interest is calculated quarterly, you would have had, 
in 1946, an additional $2,856,000,000. But in 1947 you would have had an addi. 
tional $3,143,000,000 of money supply? Is that correct?—A. Not an increase 
during the year, but a total amount. 
Q. A total amount, you said?—A. Yes, that is right. : 

Q. If you had followed the old basis of calculation, you would have shown a 
substantial increase in the money supply at the end of 1947 as compared with” 
the end of 1946, instead of a decrease?—A. That is right. R 
Q. The increase would have run something like $250,000,000?7—A. Yes. 

Q. Now, in your statement this morning, in speaking about money supply, 

you referred to— —A Would you excuse me? : 
Q. Probably we had better get that figure exactly. If Mr. Scott will do ¢ 
little arithmetic to help us there—A. Yes. Mr. Scott was pointing out that if o 
turned to the conception of liquid assets as distinct from money supply, that 
other liquid assets, and include government bonds as well, that you would get 
a grand total of $13,454,000,000, as at the end of 1946; or, including money » 
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supply, $17,450,000,000. The same calculation for 1947 was $17,265,000,000. 
Now, I am simply trying to work this out on the basis of your 1946 report. I have 
got the calculation now. I think it works out to $235,000,000 of increase in money 
supply at the end of 1947 over the year 1946, on the basis of which this table has 
been set up in your annual report, previous to 1947 year. So we have that clear? 
—A. Incidentally, we did not have the information, to publish a table, in its 
present form until comparatively recently. 

Q. Well, I do not want to labour the point, Mr. Towers. I do not want to 
be at cross-purposes with you on this; but the point I want to bring out now— 
and I think it is established—is this: that, had you continued to set up this 
statement of money supply in your 1947 report on the same basis as your 1946, 
and earlier annual reports, you would have shown not a decrease in money supply 
but an increase, an increase which I work out at $235,000,000?—A. If we had 

done that, we should also have taken into account public holdings of government 
bonds, because if inactive savings deposits are considered as part of money 
supply, there is Just as good a reason for considering government bonds in that 
same category; so that, either we must look at the total in its present form, I 
- think, or in an earlier form, plus government bonds in the hands of the public to 
_ make the thing in any way comparable. 

That earlier form was not satisfactory. I do not apologize for it, particu- 
larly, because we did not have better information until recently. One of the 
reasons is that war pressure made it very difficult to keep on with the improve- 
ment of the statistical work which we started before the war. 

Q. The only point is—I am not criticizing your basis at all—but the only 
point I would bring out is this: that whereas the statement in its 1947 form 
would seem to indicate that there was a reduction in money supply at the end 
of 1947, as compared to the end of 1946, of $52,000,000, if you had continued to 

set up your statement on the basis previously i in effect you would have shown an 
increase in that year of $235,000,000.—A. I think, to make the two things 
- comparable, it is necessary that the statement coming out in its earlier form 
also should take into consideration government bonds in the hands of the public. 


‘4 By Mr. Maybank: 


a Q. If you had shown an increase in money supply by following the old. 
“method of presentation, you would not have been presenting the truth, would 
you? You would have been presenting a statement that some person might think 
was the money supply, but which you concluded should not be taken to show 
the money supply, the inactive deposits and the bonds and so forth?—A. That 
is right. We felt, too, that to show—to keep the accurate reflection of what took 
_place—that we should exclude the inactive savings deposits and, at the same time, 
of course, we must have, in the background of our minds, the fact that the inactive 
‘savings deposits or gov ernment bonds, or certain other things of that kind, can 
come into the picture of money supply if the people choose that they should 
come in. But of course, in other countries—take for example in the United 
Kingdom where the post office and the trustee savings bank are the repository of 
such a large proportion of the small savings of the people, or in the case of 
Australia where so much of that type of deposit is in the national bank; they 
no more dream of including those deposits in their calculations of money 
‘Supplied than they would of flying to the moon; so we have been trying to get 
_ ourselves statistically on that same basis for some time, and we were able to do 
so last year. 
_  Q. You are familiar with the basis on which the Dominion Bureau of 
"Statistics make up its figures on money supply in Canada?—A. Pardon? 
You are familiar with the basis on which the Dominion Bureau of 
I Pintistics make up its figures on the money supply of Canada?—A. I believe they 
Pa not publishing one at the moment. 
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- Q. Well, I have one here entitled “Cash and money supply” February, 
1948 issue of the Dominion Bureau of Statistics, and on page 5, they give the 
money supply, and they give it for five months in 1947, and also for January of 
1948. These are the figures: 1947, January, $7,545-4 million; February, $7,550°3 
million; October, $7,618-6 million; November, $7,554:5 million; December, — 
$7,660-1 million; and January, 1948, $7,479°8 million. | 

The CuarrMan: Is that last year? “ae 

Mr. Fuemine: That is 1947 and 1948—January. : 

The Wrrness: Mr. Chairman, Mr. Scott here is more familiar with these 
D.BS. figures than I am. I would ask him to comment on that. 

Mr. Scorr: I think the figures that you have been quoting, Mr. Fleming, © 
are put together by the Bureau of Statistics for the. purpose of calculating the 
average rate of turnover of money. Some cheques are drawn on savings accounts — 
and for that reason they have put in there all the savings accounts and divided — 
and got the average rate of turnover. The other publication, the regular monthly ~ 
Canadian statistical review, I believe now does not actually give the money" 
supply figure. I believe the issue which has come out this year is too soon after 
publication of the banks’ annual report for them to take into consideration the 
question of the savings backlog. I think it was under consideration. 

Mr. Tuarcuer: Before you proceed, Mr. Fleming, I don’t just follow the 


point you are getting at. 
3 


P. 


Mr. Fieminc: It is a question of whether the money supply in Canada has 
been increased within the past year, or decreased. 
Mr. Tuatcuer: Oh, that is what you are getting at. 
By Mr. Fleming: 
Q. Now, under present conditions, Mr. Towers, who determines the quantity 
of money in circulation?—A. That is the notes in circulation, in the hands of 
the public? Notes and comm. 7 
Q. Notes and coin—A. That is purely determined by the demands of the 
public. 
Q. Determined by whom?—A. By the public themselves. q 
Q. I know, but who makes the decision as to the quantity of bills that are 
to be issued?—A. If Joe Smith wants to hold $100 in his pocket instead of $50, 
circulation goes up $50. g 
Mr. Maypank: And there is a big supply of paper, they can always provide 
the various Bill Smiths and Joe Smiths with all the money they decide they 
want? : 
The Wrrness: That is right. It is waiting in our vaults. 


By Mr. Fleming: 
Q. So it is the Bank of Canada which issues the notes in response to this 
combination of Joe Smiths?—A. Yes. That is right. Mind you, of course, Joe 
Smith has to have some money in order to provide himself with the notes. He 
may have a deposit in the bank of $500, and at the same time $50 cash in his 
pocket. He may decide to bring his deposit down to $450 and his cash in his 
pocket up to $100. | 
Q. And you say in your report on page 23, that the Bank of Canada note 
igsue in December of 1947, was $1,211,350,386, up $25,148,705 from the year 
before. Have you got that?—A. Yes, I have that. - 
Q. Now, to what extent is the Bank of Canada— 
The CuHairMAN: What is your point there, Mr. Fleming? 
Mr. Fiemine: I simply want to make a note of the fact that money in 
circulation being one of the elements in the money supply in 1947, that source 
actually showed an increase of some $25,000,000. 
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By Mr. Fleming: 


Q. To what extent is the Bank of Canada concerning itself in matters of 
policy with the price level in Canada, Mr. Towers?—A. I would say that the 
extent to which we are was covered in my remarks this morning, which indi- 
cated, as do the remarks in the annual report, the feeling that the pressure for 
capital development was somewhat higher than our manpower and materials 
could tackle, and that under those circumstances some tapering off would be 
desirable; to the extent that slightly higher interest rates contributed to that, to 
the extent that a lack of great ease in getting bank accommodation for that 
purpose contributes to a tapering off, that would be desirable at this time; but 
it would be impossible at this stage to say the extent to which these things 
will actually produce the results that I mentioned. 

Q. You have indicated, I think, some things the bank did. What was the 
purpose of doing these things in reference to the level of prices? Was it to 
bring about a reduction in the level of prices?—A. If there is some tapering off 
in these demands and if other things are equal then upward pressure on prices 
in that field would presumably be reduced. 

Q. What is your objective?—A. Pardon? 

Q. I am asking about your objective in the basis that you took?—A,. The 
objective was to reduce the pressure. 

Q. On the price level?—A. Yes. 

Q. And in that way did you seek to bring about a reduction in the price 

_level?—A. I don’t know. 
___ Q. Are you content to have arrested the increase? What I am getting at, 
Mr. Towers—I want to be perfectly frank with you so your answer can be 
_as full as possible—in taking the measures to which you have referred was your 
objective to bring about an arresting of the increase in prices so as to slow down 
the rate of increase; or, was it to hold prices at that level; or, to bring about an 
over-all reduction in the price level?—A. I think to classify it as an objective is 
going too far. I think that opinions can vary, but that an arresting of the rise 


_in the whole field would be regarded as a good thing. Some fall in prices might 
_be regarded as a good thing provided it did not stem from a really serious 
_ business recession, but if I seem to be not very precise in regard to what may be 
| expected it is precisely because this is an area where there are no rigid controls. 
| There are possible influences but what eventually happens depends on the 
| decisions of millions of Canadians as well as on the influences of outside 


countries. One can use delicate weapons to try gently to produce a result that 


| would generally be regarded as desirable, but what happens after that depends 
on millions of people. 


| Q. It is the definition of that result that you were seeking that I should 
_ like to get from you, measured in terms of the price level?—A. The result? 

| Q. The result that you were aiming at in the measures you took.—A. 
Rather what we thought would be desirable. 

Q. Put it whatever way you like. You used the expression the result you 
' were seeking to attain——A. Well, we believe it would be because, in an effort to 
do too much in the way of capital development in 1947, competition for scarce 
Manpower and materials exerted an upward influence on prices. The most 


desirable thing would be that the effective demand for capital development 


should exactly equal manpower and materials available in which case you would 
have stability. ‘How one reaches that exact level, having in mind that it depends 
on the decisions of tens of thousands of people, I do not know. All one can 
try to do is to exert certain influences in that direction and see what happens. 
_ Q. Would this be a fair way to put it, and I do not want to protract this — 
examination. You were conscious of there being certain inflationary factors at 
| work?—A. Yes. 
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Q. You conceived the means that you have referred to to be a counter- 
inflationary or anti-inflationary measure which you took with a view to counter- 
acting these inflationary measures that you mentioned yourself—A. Yes. 

Q. Now, in general I suppose our problem is resolved in terms of the old 
law of supply and demand. I am speaking of our price level now.—A. Yes. 

Q. There are some other factors, but broadly speaking it is the old law 
of supply and demand?—A. Yes. 

Q. What regard did you have for the supply of goods—I am speaking now — 
both of consumer goods and capital goods—in reaching the decision that the — 
bank did reach to take what we have referred to as counter-inflationary measures 
within recent months?—A. Regard in what sense, in regard to stimulating 
production of consumption goods? 

_ You have indicated some of the factors you took into account, the kind 
of factors that moved the bank to take counter-inflationary measures. I am 
asking to what extent you have regard for the quantity of goods of all kinds 
available to meet consumer demand?—A. Well, the bank cannot in itself 
stimulate production. ; 

Q. I suppose we can start with this, that we are going to beat this problem 
of the high and rising level of prices which reflects a scarcity of goods in” 
relation to consumer demand only in the last analysis by increased production, 
are we not?—A. Yes. 

Q. And I assume that the bank in deciding on the counter-inflationary 
measures that it should take would have regard, or would certainly see that 
it was clothed with information as to production?—A. Yes. 

Q. I was wondering what that information was, or your view of production 
that you had when you decided on these counter-inflationary measures?— 
A. We have the same information really as anyone else, what is published by 
the Dominion Bureau of Statistics and the other sources. Perhaps I should 
say this, that the capital development which is going on will in due course 
increase production. That which has gone on since the end of the war is already 
coming into operation in various sectors. It will continue to do so, which will 
increase production in the way you have in mind, so that we in the bank 
certainly were not anxious to see capital development reduced to any greater 
extent than would help to relieve some of the inflationary pressure. 
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By Mr. Maybank: 


Q. Would you at this point detail some of those capital expenditures that 
are beginning to bring their results in the production of consumption goods? 
Are you able to do that at this moment?—A. I cannot; it would require a 
tremendous list of industries where that had been taking place. Of course, 
included in the capital development program are housing, public utility develop- — 
ments of provinces, re-equipment of railroads, a thousand and one things of © 
that kind. 

Q. Would vou be able to give later some answer to that question by way — 
of a memorandum?—A. I think that capital development is classified by the — 
Department of Reconstruction under various headings of manufacturing, public — 
utilities, and so forth. I do not know that that would be very illuminating — 
for the committee because you had in mind specific industries. ; 

Q. I wondered whether you could give a memorandum in amplification of — 
the statement that some of these capital expenditures will, first of all, increase — 
production and. in fact, to some extent are doing so already. I wondered — 
particularly with reference to the last part of that if there was any possibility 
of it being amplified—A. I should like to have a look at the possibilities there 
and see what I can bring. —— 

Q. That is why I suggested you could take a look at the possibilities and 
then give a memorandum of that sort—A. I will. A 
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By Mr. Thatcher: | 


: Q. Did I understand you to say it is not desirable from the point of view 
of the Bank of Canada at the minute to discourage some of this— —A. That: it 
is desirable? Sen ee 
Q. That it is not—A. It would be desirable if the pressure was not so’ 
strong; in other words, if the program of capital development was somewhat 
tlower. ~* 
Q. In view of this very high level would it not be wise from a national 
point of view for the Bank of Canada, by whatever method possible, to try 
to discourage some of that for a year or so?—A. That was what.was in our 
minds in suggesting to the chartered banks that under existing conditions it 
was inadvisable to finance capital development by expansion of bank credit. 
The total volume of capital development, of course, will be determined by 
manpower and materials. If that volume of manpower and materials is sufficient 
at existing prices to do two billions of capital development, but people try to 
do three billions they will still only get two billions worth done although it will 
cost them three billions. 
¥ Q. Exactly. In your brief you say that the tremendous rate of capital 
development did have an upward influence on costs and prices. You are speak- 
ing of last year.’ Instead of just giving advice to the chartered banks why did 
the Bank of Canada not do something about this? Is there not some tangible 
way you could withdraw cash from circulation, or go in the open market and 
take definite steps to curtail some of that?—A. I do not believe there is without 
running the risk that instead of having a fairly modest reduction in the plans 
for capital development you have a very serious one. 
is Q. But certainly the figures would indicate that any steps you have taken 
so far have not been very successful in getting the banks to curtail their credit? 
-—A. There really has not been a chance to see the results from that yet. 
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ay By the Chairman: 
 Q. Mr. Fleming, before you go on may I ask a question? A moment ago, 


Mr. Towers, you said to Mr. Fleming, that generally speaking—I do not know 
whether you said generally speakinge—supply and demand was the influencing 
factor in price levels at the moment?—A. Yes. 

—  Q. Is not that rather a blanket statement in the face of existing controls 
and other influences, and particularly the world situation?—A. Yes. It is a 
ease that one should have excepted any control situation from the operation 
of demand and supply but the area of controls of that kind is pretty small. 

~ _ Q. Of what effect would have been the things we are discussing here, butter 
and rentals, for instance? To what extent would they be really serious factors? 
aA. Rentals would be a serious factor. 

% Mr. Fremine: About this problem of supply— 

Mr. Winters: Are you going further with this matter of capital develop- 
ment, Mr. Fleming? 

Mr. Fremine: Yes. 


_ Mr. Winters: I would like to ask a question on that matter. 


” 
a. 


By Mr. Fleming: 


a. Q. I want to lead to that. Mr. Towers, you started with the information 
supplied by the Dominion Bureau of Statistics. In measuring the volume of 
production, and the measures you are proposing to take to meet the problem 
at supply and demand, are you taking account of the movement in price levels? 
lot of these statistics regarding the volume of production do not seem to take 
nto account the steadily falling value of the dollar—A. I do not think that 
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aspect of the thing enters into or affects the decisions we have taken but other 
matters do. Certainly, in the monetary field, there is no obstacle to increase 
in production. In other words no one who has a legitimate need for credit. 
finds any difficulty in getting it for current productive purposes. I am speaking 
now of a factory which is completed or a business which is in existence. The 
capital development end has a peculiar significance in the general domestic price 
situation. It has the same significance that war expenditures had during the | 
war. War expenditures were for things to be shot away. They could not be 
used by the civilian population. The people who made those things were not 
using them and they were creating nothing which would mop up the purchasing 
power because the shells were designed for the other side of the ocean. Similarly, 
with capital development, those who are working on the factory are receiving 
imcome but the factory is not producing anything. | 
Q. Is it the policy of the bank that capital development at the present time 
should be discouraged because of its inflationary effect?—A. Discouraged, but 
not by drastic action. There is very naturally a preoccupation at the present 
time with rising price levels and some of the problems of high employment, 
but perhaps these are not as serious as the preoccupations which existed during 
the 1930’s and right up to the time of the war. In anxiety to avoid further 
increases in prices—an anxiety which I fully share—l think one should be very — 
careful not to take such drastic action that we will be crying out of the other — 
side of our face. | 
Q. You are thinking of possible unemployment?—A. I am. : 
Q. How long has it been the policy or view of the bank that capital 
production should be discouraged because of its inflationary effect?—A. It would 
be desirable that there should be some over-all tapering off. That started to” 
become a concern in the latter part of 1947. Hindsight is always a good thing. — 
Perhaps it should have been a concern before that but if we look back at the 
time from the finish of the war it may help. What was the great concern just” 
as the war finished? It was that the tremendous transfer of workers from war’ 
jobs to peacetime jobs and of the men and women in the forces to civilian 
employment should be accomplished. Having in mind the numbers involved | 
that looked like a rather terrific problem. I think perhaps the transition has” 
been accomplished more successfully up to this point than anyone would have 
dared to hope in May or in August of 1945. I think through 1946 internal’ 
pressures arising from capital development as distinct from external pressures” 
and higher prices were not serious. The big Jump in capital development 
expenditures took place in 1947. It is only when a thing like that is under way 
that one can obtain the figures. ': 
Q. Since the latter part of 1947 then the Bank of Canada, has, a matter 
of policy, not approved of capital expenditures or any encouragement to that. 
end? Is that a correct statement?—A. Our feeling towards the end of 1947 
was that the thing was going somewhat too fast, and that was reflected in 
conversations which we had with the banks at that time although it was not 
until February of this year that we strongly expressed the view that bank | 
financing of capital expenditures was not desirable. i 


The CuarrMan: Were you not concerned last winter with the possibility 
of the lessening of Canadian credits to other countries there would be a great 
danger the expansion would not be proceeded with sufficient despatch? Did 
you not point out that to the Banking and Commerce committee last winter! 


The Witness: I do not recall having done so although I may have. It i 
the case certainly up to last autumn the prospects for E.R.P. were still some 
what uncertain. If, and this is one of the “iffy” remarks President Rooseve 
used to talk about, if E.R.P. had not gone through then I hesitate to thin 
what the present situation would be. Certainly we would not be talking about 
higher prices. a 
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By Mr. Winters: 


Q. May I interject a question there in connection with this matter and ask 
Mr. Towers if he does not feel that at that time in order to curtail the program 
of capital development the banks might have framed a national policy which: 
arose out of conditions which were substantialy prevalent only in Ontario and 
Quebec?—A. I find it very hard to answer that question. 

. .Q. It might appear that way but take for example the maritime provinces. 
I understood you to make the statement that anyone who wanted capital could 
easily get it from the banks. It seems, from what experience I have had and 

experiences which have been related to me, that condition does not obtain in the 
maritime provinces?—A. I should have said that the question of credit risk enters 
into the picture materially. It was because there were sufficient credit risks which 
were good that there was a substantial amount of capital development in 1947. 

5 Q. Which would seem to me to indicate that the matter of allotting capital 
for capital development amounts to a pyramiding set of circumstances. Where 

there is development it is easier to get capital for further development, but in 

undeveloped areas it is more difficult to get the capital to develop the area, and 

a national program does not seem to be flexible enough to compensate?—A. In 
expressing this view to the banks which I mentioned on various occasions, I 
excepted the prospective small ‘borrower who even under conditions in the past 

could not have expected to get his requirements by means of an issue in the 

‘general market. We made an exception in that case. That is only a partial 

-answer because there is a larger one as well which you may have in mind. 

I am inclined to think that so far as-the banks are concerned, if they believe 
that the prospective borrower has a reasonable chance of suecess—here I may 
‘be going to utter heresy—they would lean over backwards to say yes in the 
Maritime provinces. 

QQ. Perhaps it does not appear that way. It seems to me they measure the 

prospect of a reasonable success by the history in the field. Where the history in 

‘the field has not been good, they say the prospect of success would hot be good? 

—A. That would have a bearing, no doubt. 

_ Q. It seems to me that is the way they judge prospects, and it has always 

seemed to the people in the maritimes,—I speak for the maritimes but it may be 

come in the west,—that these policies are framed according to conditions in 

Ontario and Quebec. 


Mr. Tuarcuer: We feel similarly in the west, Mr. Winters. 


Mr. Winters: My own feeling is that it is right, that capital for industrial 
evelopment is pretty hard to get in the maritime provinces. 


Mr. Tuarcuer: And in the prairies. 


» 


‘ 
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By Mr. Fleming: 


_ . You said a moment ago that about the middle of February the Bank of 
Canada definitely advised the chartered banks that you thought they should 
discourage capital development?—A. I should like to put it a little differently, 
again without wanting to quibble— 


: The Cuarrman: That is the second time you have used that phrase. I do 
not think he said, “discourage capital development”. It is a question of the 
proper tapering off. 


ie 


The Witness: We expressed the view that the financing of capital develop- 
ae by the expansion of bank credit was undesirable. I believe the banks 

ught that the views which we expressed had substance. Now, whether or not 
at will reduce the volume of attempted capital development, I do not know. 
- do know that, to the extent that view is shared and put into effect, it does mean 
 13803—4 
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that the fair-sized or larger organizations requiring funds would have to obtain. 
them from the source which was a normal one up until a few years ago, that is 
from the general mass of investors in Canada. 74 

Q. That was the view of the bank in the middle of February last. Your pur- 
pose was to ask the banks, in turn, to discourage the use of bank credit for capital 
expansion?—A. That is right, so that it could be financed to a greater extent from 
the savings of the people rather than through the expansion of credit. 


By Mr. Harkness: 

Q. On that very point, it is not the function of the chartered banks to finance 
capital expenditures which are long-term financing operations and which normally 
do not come within the credit facilities extended by the chartered banks?—A. 
That istrue. Up to 1945, the amount of that type of business which the chartered 
banks had undertaken was very small. They may have bought short-term indu- 
trial bonds on the market, yes. The thing of which I am thinking is the purchase ~ 
direct from the borrower of a serial bond issue for industrial development. - 

Then, in 1944, the Industrial Development Bank Act was passed. It is from — 
that time that the change in chartered bank policy dates, although some of them ~ 
have said that they regarded it as a sort of transitional thing. Having in mind 
the reconversion from war, they thought it would be desirable that, within certain 
reasonable limits, they participate in reconversion without having in mind the 
carrying on of this policy indefinitely or for very large amounts. 

Q. If these chartered banks keep a liquid position, they cannot really finance ~ 
to a very great extent these longterm undertakings, can they?—A. That is right. 

Q. It necessarily limits the amount of credit they can advance for capital 
expenditures?—A. It does. My impression is that, even before the conversation 
we had in February, there were those who were feeling they had done about — 


enough. 


By Mr. Fleming: 
Q. You have indicated the view you expressed to the chartered banks in © 
the middle of February of this year. You expressed a similar view to the — 
- government?—A. Yes. * 
Q. Because it was just around that time, I think it was actually — 
February 15, that the Minister of Reconstruction announced the provision of ~ 
special rates on depreciation to companies for income tax purposes which — 


embarked on a reconversion program in which it was estimated they would — 
invest $1,400,000,000. In order to obtain the benefit of these special rates of — 
depreciation, they were to make the investment before March 31, 1949?—A. I do- 
not remember the exact timing or the extent of the thing or just what the reaeuti 
was. It was an extension, was it not, of an earlier arrangement? ¢ 
Q. It was issued as a new basis of depreciation for the purpose of encouraging — 
4,000 Canadian companies to invest $1,400,000,000 before March 31, 1949, in a — 
reconversion program? “g 
The Cuairman: That is February 15 of this year. ; 
Mr. Fuemine: Yes. - 
The Cuatrman: Did it not have something to do with trying to create — 
exports? 4 
The Wirness: I cannot remember, Mr. Chairman. In any event, someone 
else would be much better qualified to answer any questions relating to that 
than I am. 


to meet the dollar shortage situation. 
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= By Mr. Fleming: 

Q. Well, the witness, I take it, cannot help us on that?—A. I have a notion 
it was just an extension of a post-war arrangement and that it did not relate 
to fresh enterprises but rather to the finishing up of ones already under way. 
However, please do not take that as gospel because I am not sure. 

In any event, it would appear, I say this for your comment, that. this 
is the very thing you were, as a bank, urging should not be done and trying to 
prevent the chartered banks from doing?—A. That would not be the case. 

The Cuairman: There is no basis for that kind of observation. 


The Witness: I may be wrong in thinking it did not relate to new 
enterprises which started after that date. But if I am right, then, it has not got 
the effect you mentioned. I have a notion it related to people who had been 
delayed in getting ahead, who got their certificate from the department but 
had not been able to finish up by the zero hour and that the tail end of their 
»xpenditures was, therefore, covered. I think that is the case. 


~ Mr. Fiemine: That is something into which you may wish to look. 
Mr. Towers, because certainly the statement did not say so. You indicated 
is one other measure— 

The Cuarrman: Have you got the statement there? 


Mr. Fiemina: I have not got it here in a form which I should like to pass 
ver to you. 
_ The Cuarrman: I think it did the very opposite thing to what you have said. 
Mr. Tuatcuer: I have that book here. 
The Cuairman: Let me see it. 


By Mr. Fleming: 

 Q. You indicated one of the other counter-inflationary measures which the 
iank took had to do with the change in the rates of interest on government 
eeurities, by reason of the withdrawal of market support for the Dominion 
f Canada bonds?—A. Oh, there was no withdrawal from the market. 

_ Q. Did I say a withdrawal from the market? I meant to say a withdrawal 
f support?—A. There was a little confusion there because for quite some years 
ve Bank of Canada had been giving the banks and dealers, every morning 
ar bids and offers on all dominion government and guaranteed bonds. We 
varted that, I think, as long ago as 1938, because at that time we were not 
avery close touch with the market. We thought it would make our touch 
oser. By January, when this other move took place, we felt that our volume 
| transactions was increased to a point where the giving of bids and offers 
ery morning was not necessary. The two things coincided, that is the drop 
prices and the change in our practice, but the change in practice is not the 
(ing which had the real bearing on market levels. 

_ Towards the end of 1947, partly because of domestic requirements for cash 
‘r capital development and other things, and partly for psychological reasons, 
|at is the fall in the bond market in the United States and in the United 
‘mgdom, the volume of offerings became distinctly heavy. At that point, and 
Irving in mind that government purchases for redemption are an important 
i oR was felt desirable to reduce the price at which such purchases would 
! made. 

| Q. Well now, in your statement— 

ie By Mr. Thatcher: 

tad Would you clarify that—excuse me. I have not got that quite clear. 


d you say, then, you did not take that step in order to increase interest 
s'—A. You mean, ceasing our daily quotations? 


3354 SPECIAL COMMITTEE 


Q. Yes—A. No, that was just a question of technique; they could have 
been ceased, and yet the prices being paid on debt redemption could have 
remained the same. ‘ , 

Q. Does that agree with what the minister said in his budget speech? I 
think he said that the Bank of Canada took that, subject to increased interest 
rates?—A. Not that particular subject, no. That was market technique. 

Q. It says that the Bank of Canada permitted market forces to bring 
about some increase in the yield of government securities, and this increased 
the interest rates at that time?—A. That is perfectly true. 7 

Q. How do you reconcile the two statements?—-A. Perhaps it is a bit 
confusing; but, as I say, the bank had been accustomed to publish quotations— 
not to publish them but to give them to the dealers and the banks—every 
morning; we took advantage of the other change that was taking place, the 
change in the interest rate, to cease that practice; and instead we now operate 
as follows: we ask the bank or dealer which wants to buy or sell bonds from 
us to make us a firm bid or offer which we accept or reject; but we have 
not got every day an outstanding list of prices in the hands of the trade. 

Q. But the net result has been to raise the interest rates?—A. No, it was 
the decision in another field which did that, because we could have joorattal 
on the new method but accepted offerings at the old price. E 

Q. It is a coincidence that the interest rate went up the next day?—A. No. 
Here is the real case: we had been wanting to make that change in practice, 
but we thought that it might somewhat disturb the market if we did so. 


‘ However, the market was going to be disturbed anyway, so we took that 
opportunity to change. ; 
By Mr. Fleming: é 


Q. At the bottom of page 3 of your statement this morning you referred 

to that part of the budget speech, and you said: z 
In January and February of this year as the Minister of Finanee 
mentioned in his budget speech, market forces were permitted to bring 


Aa 


about an increase in the rate of interest on government bonds. 2 


A. Yes. 4 
Q. It was permitted by whom?—A. Permitted by the Bank of Canada. 

Q. Now, that permission took what form? What is the thing that led— 
the thing, on the part of the Bank of Canada, which led to the rise in the rate 
of interest on government bonds?—A. As I mentioned before, the cash surplus 
of the government, the over-all cash surplus that I referred to this morning, 
has been used for debt reduction. Some of it, as the minister pointed out ir 
his budget speech, was used to redeem bonds held by the banks as they matured 
Another part was used for purchasing the longer term issues, and the govern- 
ment buying in that form, has had quite an important influence; it has had ¢ 
very definite influence at times, when the general public, corporations and othe r 
were net sellers. * 

Therefore, the price which the government is willing to pay for those bond 
which it buys is an important factor. i 

Q. You were supporting the market?—A. The government was using Iti 
funds to redeem debt; and the price it was willing. to pay for that reductiol 
was an important factor. Z 4 

Q. The important factor in supporting the market?—A. Yes, at times. 

Q. Yes. Then there was conscious action on the part of the governm 
and the Bank of Canada in January and February to withdraw that typ 
support?—A. No, I would not say it was a withdrawal of support; it was, 
case at that time, that the net selling on the part of the public increased ; 
having in mind the volume of offerings, and also having in mind that there 


pe 
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“no economic reason against a modest increase in the interest rate at this time, 
it was considered wise to reduce the price which the government was willing to 
pay for those redemptions. 

| Q. And that led to the fall in the market price of government bonds with 
a consequent rise in the interest yield?—A. That is right. And, as I mentioned 
before, it was a time when psychological factors were entering into the situation 
as well as a real desire to get cash from the sale of bonds. 

Q. That was conceded to be a counter-inflationary measure?—A. Not of 
great magnitude, as the minister indicated in his speech; but, to the extent 
that it has any influence, that influence is certainly in the right direction. 

Q. In the direction of counter-inflation? 

The Cuarrman: I think we had a reference made a little while ago to an 
apparent inconsistency between the points of view expressed by the governor 
of the Bank of Canada today and the statement of the Minister of Recon- 
struction. 

Mr. Thatcher has kindly handed to me the white paper of the department, 
which is dated November 1, and is published by the department under the 
authority of Mr. Howe. 

*) Special depreciation provisions became effective November 10, 1944, 
and were first limited to projects commenced on or after that date but 
ae completed before December 31, 1946. The period was extended first 
to March 31, 1948, and later to March 31, 1949, with the proviso that 
all applications for special depreciation had to be filed with the Depart- 
ment of Reconstruction and Supply before March 31, 1947.- Since the 
a. special depreciation provision was designed only as a transitional measure 
, to aid in the conversion, modernization and expansion of industry, its 
purpose appeared to be accomplished as the reconversion period gave 
fs way to a period of long-term adjustment of Canadian industry to changing 
domestic and foreign markets. With regard to investment projects 
4 commenced before November 10, 1944, or completed after March 31, 1949, 
Ae the special depreciation privilege was extended to such expenditures on 
plant and equipment as were made within the period, with ordinary rates 
ee of depreciation chargeable to expenditures made outside the period. 
Special depreciation was also approved for installation costs of plant 
4 and equipment built or acquired prior to November 10, 1944, even though 
the building or acquisition costs of the asset itself were not eligible. 
Basically, special depreciation provisions were designed not only to 
encourage a particular type of investment but also to influence in some 
measure the timing of these expenditures. The provision was not a 
measure of control but rather an instrument of persuasion and guidance. 
As such, its effects were limited, for business enterprises that wished to go 
ahead without making use of special depreciation privileges could do so 
if they could obtain supplies. Those businesses desirous of obtaining the 
benefits of this provision were subject to some guidance in terms of 
timing by tying approvals to a suggested date of commencement of the 
investment. project. 
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ies By Mr. Fleming: 

— Q. I do not think that you and I want to argue about it; but this announce- 

‘ment had the effect of extending the time until March 31, 1949, for the capital 

-hvestment program.—A. I do not think it did so for new ones; but there again, 

tis someone else who would have to answer. 

— Q. Well, we will get that from another source. 

me the CuarrMan: There was a time limit placed so that the project would 
proceeded with at the moment that it would contribute to a higher level of 


oyment. 
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4 
By Mr. Harkness: : a 

Q. Is there any distinction as to whether it was for new projects or to 
‘ncrease facilities for already existing plants? I cannot see there was any 
distinction, as far as the funds going into capital expenditure are concerned. 
__A. I also included expansion of existing plants when I said “new”; I meant 
pieces of construction which had not yet started, whether they were new plants 
or additions to existing ones. “ 3 
Q. That is, it was not provided for public projects; it included extensions 
and so forth? ; 
The Cuarrman: Oh, yes, but the element of timing was there. 3 

Mr. Tuarcurr: Are you saying that you can only have these projects 
now if they were started before March 31, 1947, without a special permit? 
Can you not start one at the present time? . ¢ 
The CuamrmMan: With regard to this application for depreciation— | 
Mr. Fueminc: In order to qualify for the double depreciation, you have 


to have your investment made before March 31, 1949; and the announceme 


at that time had the effect of informing the public that March 31, 1949, was 
your deadline. Therefore, if you wanted to get the benefit of your double 
depreciation, you had to proceed forthwith with your reconversion. 3 
Mr. Tuatcuer: It had to be started by March 31, 1947. i 
Mr. Firemine: No. The investment had to be made before March 31, 1949 
in order to get the benefit of the double depreciation. E 
The Wirness: I had the notion that it had to be started by 1947, but I may 
be wrong. ) 
Mr. Freminc: March 31, 1949, is the date by which your claim to double 
depreciation must be made, by reason of your investment prior to that date. 
I shall hurry along, because I have not been making very rapid headway 
here. ih 
You will recall the statement that was made last October, Mr. Towers 
as to how far the Canadian cost-of-living index was likely to go. The Novembei 
statement, at that time, October 10, was that while it was then 139-4, it wat 
likely to go to 145 and to settle there, to stabilize. ri 
We now know that it has gone to 151 and it does not seem to be stopping 
Has the Bank of Canada an interest in this continued rise beyond tha 
expectation of October last, or has it measures in contemplation of a “I 


inflationary nature? | 

The Wirnuss: We have a deep interest, both as an institution and as indivi 
duals; but I cannot think of any measures that we can take, from a monetar} 
point of view, to arrest it, other than the type of thing in the capital develo ) 
ment field which we have attempted. 4 

Mr. Fitemine: We come down to this, then, that so far as the Bank ¢ 
Canada is concerned, we might not look to the bank to apply any furthe 
restraining force on this upward movement of price levels, or any other coum er 
inflationary measure except this discouragement of capital investment program 
Ts that a fair way of putting it? 3 

The Wrrness: I think that is a fair statement, unless one visualizes reall 
drastic action, which I do not visualize. And I would not, for a moment, 82) 
that the capital development program is all-determining in the matter of prices 
Prices in other countries, wage rates, the size of crops—there are a thousan( 
things which enter into it—the Bank of Canada cannot determine wage rates 
it cannot say what prices are in the United States or in England, or what crop 
are going to be. So, if I appear to be lacking in a solution for the high cost 0 
living it is because I am speaking from the monetary point of view, where an} 
influence which can be exerted makes only a very modest contribution toward 
the final result. = 


| 
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Mr. Fiemine: I was only asking what the Bank of Canada could do to 

exert a counter-inflationary measure, and I think we are clear as to your answer 

- that, apart from drastic action, you cannot do anything more than to discourage 
this capital investment. 


The Witness: Other than trying to put it in a position where it is drawing 
funds from the savings of the public rather than from the banks. 


By The Charman: 
Q. You put the external factor first and, I take it, you would agree with 
Mr. Taylor of the Prices Board that that possibly is the major factor?—A. I 
would say that it certainly is. 


By Mr. Fleming: 

Q. That statement, Mr. Towers, may come as a surprise to some people who 
are led—not through any statement of yours—to expect that the Bank of 
Canada would be able to exert pressure with a view to levelling out the humps 

and hollows of economic activity in business conditions. You have taken care 
to print the preamble of the Bank of Canada Act at the beginning of your 
report and I would just like to read it—A. It filled me with horror but it 
appealed to my colleagues. 

Q. May I read it: 

Whereas it is desirable to establish a central bank in Canada to 

regulate credit and currency in the best interests of the economic life of 

5 the nation, to control and protect the external value of the national 

4 monetary unit and to mitigate by its influence fluctuations in the general 

level of production, trade, prices and employment, so far as may be 

possible within the scope of monetary action, and generally to promote 

the economic and financial welfare of the dominion: Therefore, His 

Majesty, by and with the advice and consent of the Senate and House of 
Commons of Canada, enacts as follows:, 


Regardless of what the preamble says, as things stand now, the only hope you 
ean bring us that the Bank of Canada will be able to exert counter-inflationary 
measures would be—apart from what you eall drastic action, which you do not 
. intend to take—would be the discouragement of capital investment programs. 
—A. In that I would be repeating myself. We would try to divert the demand 
for funds for capital purposes to the general investment market, which funds 
represent general public savings rather than the expansion of bank loans. 

_. Q. And that comes down to demanding that the chartered banks do not 
loan money for purposes of capital investment—A. Yes, except perhaps in 
__ the case of very smallish concerns, or to finish up something already underway, 
_ or in some very unusual circumstances. But of course the central bank does 
not live, I hope, in a vacuum. There are many other things going on within 
_ the country which affect the general situation and price levels. The fiscal 
tt policy of the government comes into the picture. The exchange policy comes 
Z in; and, of course, so do such direct controls as it may be found necessary to 
| put on. 

he Q. As to that point, those are all matters in the realm of government 
iq _ policy?—-A. They are, yes; but, as I say the central bank is not living in a 
| vacuum. That famous preamble of ours uses words which taken by 
\e themselves picture an institution apart which by itself can accomplish very 
| considerable things, although of course it is limited by those words “within 
| q the scope of monetary action”. 


1s The CHarrman: It has no more value than any preamble. 
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By Mr. Fleming: 


Q. Then, has the bank in the course of its studies of this problem outed 
any conclusion as to how far the price level is going to go?—A. No. ; 


Q. You are not in a position to comment on that?—A. No, we are free of 
any prophesy in that respect, and I propose to remain in that condition. 


Q. This morning you made the observation that when controls were applied 
in 1941, that was postponing the trouble. Would you mind enlarging on that — 
observation, please?—A. That is the way it necessarily turned out; and that, 
of course, could have been predicted at the time by anyone who foresaw that 
the war would last until 1945; but it was postponing it I believe to the great 
benefit of the public and of the war effort. To the extent that a runaway 
situation was averted during those years, I am sure that our war effort was 
much more effective than it could otherwise have been; nor did the action 
at that time mean that our people are worse off than they would have been 
if price ceilings had not been put on. That is obvious as one can see by looking 
at other countries of the world. If during those war years, our prices had 
gone up 30 or 40 or 50 per cent that would not have meant that we would have ~ 
avoided further substantial increases after the end of the war. What I meant 
by saying postponing, was that price control did hold things so stable that we 
could not hope in a post war period to maintam that degree of perfection. 
There had to be some catching up with higher costs. And, of course, there _ 
often had to be a reflection of higher prices in other countries. In the last — 
annual report of the bank I have expressed this view (this will be found on 
page 20, of the report): yl 

Short of substantially appreciating its exchange rate and increasing | 
its taxation, no country could have insulated itself completely from the ~ 
world-wide rise in prices. Theoretically it might be contended that this 
could be done by means of direct controls, but these would have to be | 
very much more rigorous and complete than those of wartime, to say — 
the least. 


ls ay 


Q. And that is the next thing I was going to ask you. I was going to ask | 
you if you would comment on that observation in your report, particularly the — 
last sentence—A. The last sentence? 4 

Q. Yes—A. Well— y 

Q. Questions have been asked in this committee from time to time about | 
the restoration of controls as a means of pushing down the high level of prices? — 
—_A. The controls which I have mentioned here would not be the ones which | 
might be directed to a particular situation or a particular commodity but would — 
be the over-all system such as existed during the war. It is difficult enough — 
during wartime when the civilian economy takes second place and when there | 
is a patriotic support of what is being done. In war time too other countries 
were maintaining controls which were very helpful for us—particularly those in 
the United States. —But to maintain price control alive so to speak without 
any controls in the United States and in a much more complicated civilian 
economy where all our workers are engaged on civilian enterprise would ey 
infinite difficulties, and a control which is trying to contend with great difficul- | 
ties is by definition one which has to be more rigid, and rigorous and go further — 
than one which is ies oar eee more favourable circumstances. = 


aie 


type of control, very ei more drastic, than those we had in wartime?—A. 
would think so, yes. 

Q. Would you need to have an over-all control?—A. Yes. If you didn’ te | 
start off that way it would very soon become that. F 
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‘ Q. You could not apply it to just some commodities?—A. I hesitate to say 
- you could not apply it to yoyos without going beyond that; if you see what 
~ I mean. 
- Q. I mean that is an extreme case?—A. Yes. 
eB Q. We are speaking now of action to reduce the general price level—A. Then 
_ I think it would have to be an over-all affair. 
Mr. Tuarcuer: Mr. Chairman, might I interject? 


The Cuarrman: It is not a question of interjection. I think Mr. Fleming 
has about exhausted his questions. 
Mr. Firmine: I would like to thank members of the committee for their 
~ forbearance. 
7 The Cuarrman: I think you put in a very useful series of questions. 


. 


By Mr. Thatcher: 


Q. Just on this matter of controls, Mr. Towers, I understand that several 
_ days ago, or several weeks ago, in the United States the President’s economic 
advisory committee recommended that price controls be reimposed down there. 
_ Have you that information?—A. I think I have a newspaper clipping here, 
or I did. 

- Q. I have it here if you have not. I was wondering now if in the United 
_ States it is not likely that with their $14 billion rearmament program and with 
_ the European Recovery Program, is it not likely that for the rest of the year 


- there will be a much greater inflationary tendency in that country? 


The CHairman: My goodness, Mr. Thatcher, haven’t we enough difficulty 
_ without going out of our way to bring that in? 
cs Mr. THarcuer: Just a minute now, if that economic advisory committee in 
_ the United States is predicting that; if, in the United States they are going to 
- Teimpose controls, or if they happen to put controls on, would not that change 
the situation in Canada? Would you not need a like situation in Canada? 

* The Wirness: In the hopes that I will not be reported in the United States— 
Tam sure it won’t be because it would be of no interest to them—I think the 
_thance of their reimposing those controls in the United States in the foreseeable 
future is zero. 

4 Mr. THarcuer: Well, that may be, but the economy advisory committee 
have recommended it. 

The Wrrness: This is the time of year, shall I say, when proposals are 
* Sometimes made rather casually for the sake of public consumption. 
Mr. Tuarcurr: Because there is an election there? 
____The Cuarrman: I do not think you should ask that. 

Mr. Tuarcuer: All right, Mr. Chairman; I will refrain from that. 


e4 By Mr. Thatcher: 

= Q. In your evidence this morning, Mr. Towers, you stated that Canadians 
_ today are not buyers of bonds, did you not?—A. I said that the public as a whole, 
_ corporations and individuals, had been net sellers. 

—Q. Net sellers?—A. Yes, not on a large scale. 

—- Q. Would you tell the committee how you arrive at that conclusion? Have 
| you definite statistics?—A. We have. We only bring them up to date periodically 
because they require a fair amount of work. When we look at the amount of 
_dominion government bonds outstanding, at the amount held by the chartered 
banks and by the Bank of Canada or by government account, we then say that 
i 4 Saeed is held by the public. The annual report on page 37, has these 
ilculations. 
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Q. Then would it be fair to say Canadians today are being forced to 
liquidate their bonds in order to meet the higher cost of living?—A. It is con-_ 
ceivable that some individuals are doing that. I would not take the figures- 
as a whole to show any important move in that direction. The amount of bonds 
held outside the banking system and the government went down, according to- 
our estimates, $420,000,000 in 1947. On the other hand inactive notice deposits, 
the true savings, went up nearly $300,000,000. So that the reduction of those 
two things combined, public holdings of government bonds and savings, was 
down $130,000,000. 

Q. It would seem on the surface— A. If I may add one thing more, the 
tables of national income and gross national product do show, of course, continued — 
substantial savings by the public, but those savings can take various forms, 
saving accounts instead of government bonds. There is some movement of 
that type. Moreover, some of that selling is undoubtedly selling of bonds by 
corporations which had bought them during the war to finance their post-war 
capital development. : 

Q. There is one other point that you mentioned this morning that I would 
like to have clarified if you can. It has to do with the credit which is put out 
by the commercial banks. It is indicated in your statement that last year 
they increased by $461,000,000 their loans for capital additions and improvements. 
I still cannot get it in my mind why the Bank of Canada cannot lessen that 
in some way?—A. The increase of $461,000,000 that you mentioned—that is in 
the Canadian loans—would have been almost entirely to finance inventories" 
and receivables. The financing of capital development would in the main have 
taken place through the purchase of serial bond issues and would appear in 
the balance sheet under the heading of “other securities” rather than loans. 
The increase in that item, excluding provincial and municipal, in 1947, was 
$147,000,000 mentioned at the top of page 6. - 

Q. Yes, that may be; but it is government policy not to have government, 
investment in that field. Therefore why would it not be sensible that we should 
not have private investment in that field?—A. Stop it entirely? = 

Q. Not completely, but you yourself have said today it is your policy to. 
taper it off—A. It would be desirable to taper off a bit. 2 

Q. But you have stated you are not taking any effective action to do 
that. I think you said you consulted with them and advised them to be. 
conservative?—A. No. ey 

Q. I thought the function of a central bank— A. No, we did go further 
than that in February in respect to these purchases of bonds for capital develop- 
ment. We thought it was undesirable that should be done by expansion of bank: 
credit. ‘That was in February. There is not time yet to see what the results 
in that field will be. I would expect one might have a better indication in the 
course of two or three months but not yet.  . 

Q. In other words, as far as the bank is concerned you are just prepared 
to let it drift along and find its own level?—A. Not quite; I do know that since 
that discussion in February that I have heard personally from at least twent, y 
prospective borrowers of some size who have said that they had found that t 
banks were not entertaining applications of this kind in the way in which they 
had before. z e 

Q. In the war years just how did you funnel investments?—A. Did not do 
a thing about it so far as the Bank of Canada was concerned. It was not 
necessary. ‘The controls exercised by the Department of Munitions and Supply 
meant that people who wanted to expand: factories for non-war purposes would. 
have a pretty difficult time doing so. . b 3 

Q. Is there any similar department working today under this import-export 
embargo? Maybe the chairman can point that out. 
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The CuatrMAN: There is, not to the same extent, but there is in the very 


fact export permits are required and import permits. There is a form of control 
that is levied. 


~ By Mr. Thatcher: 

Q. I wonder, Mr. Towers, if you think it would help this problem of inflation 
if consumer credit was curtailed? That is consumers buying on time, measures 
of that kind. Would that be any help or would that be not significant enough 
to worry about?—A. I believe the Dominion Bureau of Statistics is struggling 
to be able to produce figures as to what goes on in that field, but they have not 
got them yet, so I cannot talk in quantitative terms. 

The CHARMAN: You mean small consumer credit? 

Mr. THatcuer: Yes. 

The Wrrness: Instalment finance. Incidentally, if anything were done in 
that field, it is a provincial matter. I do not believe the dominion government 
would have authority. I say that as a layman and subject to correction. 

The CuarrMan: Only in so far as interest charges are concerned. 


By Mr. Thatcher: 

Q. There is one other point I was not clear on from your report and your 
statement this morning. When our reserve of American dollars got very low 
—I think we got down to $500,000,000 or somewhere around there—we had to 
go and make a loan of $300,000,000 in the United States. What was the reason 
for that?—-A. Insurance. 

Q. How do you mean insurance?—A. The $500,000,000 was very low. There 
was a program being put in operation which it was hoped would arrest the 
decline, and even with luck later on enable some modest re-establishment> of 
reserves. However, these things are, and still can be, subject to disappoint- 
ments. For example, if which, God forbid, we should have a crop failure this 
year I do not know what our picture would look like in the twelve months com- 
mencing September. Therefore it was considered extremely desirable that we 
should not be so near the bottom of the barrel as $500,000,000 represents, and 
there should be the insurance of having this extra credit available in case of need. 

Q. Now that we are back up to $600,000,000 will we still have to borrow 
the rest of the loan, or will we perhaps be able to avoid borrowing?—A. That 
would be a matter of government policy. I should think, without being able to 
speak for the government, that every one would want to see this thing a little 
further along to appraise better how we are going to get along before finally 
making up his mind as to whether or not the whole amount should be borrowed. 
Crops, as you know, are a very important factor. A big wheat crop, assuming 
it was readily saleable, would have quite a bearing on our situation, Conversely 
a poor one would have a bearing in the other direction. 

Q. Have you any suggestion to this committee how prices can be brought 
down by voluntary methods?—A. No, sir. 

The Cuatrman: Why did you say by voluntary methods? 


Mr. Tuatcuer: I presume they can be brought down by controls but I was 
wondering if there was any voluntary way. 


By Mr. Thatcher: 
Q. You would suggest we will have to wait until production catches up 


_ with demand?—A. Yes, I would. I think there are various ameliorating things 


Such as the ones we have been talking about earlier in the field of capital develop- 
ment which can make their contribution, but the essence of the thing certainly 


is the catching up of production. 
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Q. Do you believe that very high taxation is a good way to meet inflation? — 
I do not wish to embarrass you with that question. I do not know that it is a 
fair question. I listened to the Minister of Finance go into the subject the other 
night, but I just did not follow his reasoning. If you can clarify it I would like 
to have you do so, but I am not trying to embarrass you—A. I think I would 
like not to speak to the point of very high taxation. but rather of budget surplus. 

I think there is no question a budget surplus is an anti-inflationary factor. If 
instead of a surplus—I will not take actual figures—of $300,000,000 in a year the ~ 
surplus was zero, then it does mean that someone has just that much more to 
spend. If they try to spend all that, other things being equal, they will put 
prices up against themselves, and will be no better off. So far as price increases 
are concerned they may find that prices go up to certain levels but do not go 
back, in which case they have not only not secured the additional goods which 
they hoped to secure but they also reduced perhaps permanently the value of 
such savings as they have. Mr. Fleming said some of that extra money would 
be saved and set aside and would not enter into the market to put up prices 
but having in mind that we live, fortunately, in a nation of human beings, I am 
inclined to think that unless those funds were reaching the hands of people 
who were pretty well off, most of it would be spent and the results would be 
the disappointing ones which I have suggested. 

Q. There is one final question which I have to ask of Mr. Towers. Do 
you think today in Canada the fact that chartered banks are lending more than 
they have ever lent before is having an inflationary tendency or do you think 
they are exercising caution? In other words are they making loans which are 
increasing this inflationary spiral?—A. I think they are exercising caution and ~ 
if I might turn again to the increase of $461,000,000-loans I would say that | 
would be almost entirely for the financing of current requirements of business. 

¢ 
. 


Mr. Harkness: Inventories? 


ee ee, ee a ee 


The Wirness: Inventories and receivables. I just do not know how busi- 
ness would carry on if it could not get that financing. Let us say not every one 
of these loans is perfect, and there may be some where the manufacturer or mer- 
chandiser is carrying too much inventory. I do not believe those cases are ~ 
numerous but if the merchandiser cannot get that financing what does he do? . 
He has got to reduce the volume of his business. He then reduces the amount ~ 
of goods coming to the public and perhaps that has an inflationary effect rather 
than the reverse. It is true that during the time of accumulation of inventories t 
there is a certain inflationary effect because the goods have not reached the 
public, but I do not know of any way to avoid that. The merchandisers have 
got to be able to buy in proportion to the volume of business which is being — 
done by the public. Bi 

Mr. TuHarcuer: You do not think they are accentuating this boom by — 
lending too much? : : 

The Wirness: No, I do not. I certainly do not think that is the case in 
the loans for current purposes. I do not think it was the case to any noticeable — 
extent in the loans for capital development, but I would be glad to see that 
particular type of loan or purchase of securities by banks tapered off to a very — 
modest amount. .* 

Mr. Kuuu: I have heard the statement made in the House a few times that 
there is a certain amount of unemployment here and there in the country. As 
long as there is a certain amount of idle labour it can be hardly possible that 
there is an over-expansion of credit. ae 

The Wirness: If it is a pocket of idle labour and elsewhere there is @ 
shortage of labour compared with the demand I think the situation is different. Ay 
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_ May I just add one thing more? It is the case that during the 1939 to 1945 
_ period there was no increase in bank loans. Much of the production was for 
war effort and that was being financed by the government, and in this recon- 
version period when the civilian supplies are really coming forward it was 
inevitable that a substantial amount of bank financing would be required. 


By Mr. Zaplitny : 


Q. Mr. Chairman, if we refer to the first page of the statement made this 
morning, there is mention there of money supply. I would like to ask a question 
or two in connection with that matter and to begin with, is it the policy of the 
Bank of Canada to make a deliberate attempt at any given time to relate the 
amount or volume of money to the actual production of goods in services in the 
country at that time?—A. I think one has to have a starting point for that 
kind of thing. Our starting point was 1934 to 1935 to be exact. Those were 
times of unemployment. We had, year by year to 1939, increased the money 
supply ‘by indirect or deliberate action. It was a case of lowering interest rates 
and making it easy to float security issues or to borrow. It opened the door. 

_ We cannot make people go through the door. It created a favourable atmosphere 
_ and that was the most which could be done. From 1939 to the end of the heavy 
__ war expenditure period as I explained in my initial remarks, assuming the best 
possible was done in taxation and inducing people to save, then the balance had 
__ to be obtained by increasing the money supply, although no one desired that to 
happen. It was a residual element in the war financing. 
< Q. In other words, Mr. Chairman, there is no conscious or deliberate attempt 
_ to keep in balance at all times the volume of money supplied in relation to the 
actual goods and services that are produced in a material sense?—A. There is 
- no rule of thumb. If there is certain unemployment and business is slack it is 
_ desirable that borrowing facilities should be made easy in the hopes that someone 
will use them. If on the other hand, and assuming there is not a war going on, 
_ the pace is getting too fast and furious then such steps as are practical may be 
_ taken to discourage—but again without any rule of thumb. 
Ye Q. Is it not a fact in times of what is called a boom such as the present 
_ time when, as a matter of fact, there is not._the necessity for increasing the 
money supply, that is exactly the time when it is most easy to do so because 
y that is the time in which we sometimes say there will be more risk capital or 
venture capital in fields of production? On the other hand at a time like that 
z described a few minutes ago, during a depression, it was not possible to expand 
_ the necessary money supply even though it was desirable because people were 
; not inclined to take risks due to the fact the depression existed. There is a 
weakness there it seems to me and I wonder what Mr. Towers’ views on the 
~ subject are? I wonder if the Bank of Canada with its present powers is able 
to exert an influence on the money supply when it is needed rather than at a 
time when it is not needed?—A. It is obvious that in a ‘boom the pendulum does 
_ Swing too far in the direction of credit expansion whereas in a depression it 
_ swings too far the other way. Ina depression one cannot force people to borrow 
_ and in a boom time one can exercise somewhat of a dampening influence but 
_ aside from drastic action you cannot cut them all off. 
___ Q. In the two tables filed this morning it showed the national income in 
dollars as compared with the income in 1939. I have not got the actual figures 
but roughly it was 260 per cent. Now in your opinion, Mr. Towers, does that 
_ Tepresent the actual increase in production of goods and services to a comparable 
Mepercentage?_—A. You are comparing the year 1938-39 with 1947? 
— _ Q. Yes.—A. During that time the gross national expenditure is more than 
_ double—from $5 billion odd to $13 billion. One would have to make a price 
index calculation but it represents obviously a very substantial increase in 
_ physical volume, although not two and a half times. 
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Q. Would it be fair then to assume that the difference between the actual 
increase in production of goods and services as compared with the increase in 
money supply would be the extent to which we have inflation at the present time? 
I am speaking relatively as compared with 1989? The difference between the 
increase in money supply and the actual increase in production of goods and 
services would indicate the degree to which there has been inflation, as compared 
with 1939?—A. No, you cannot tie the two things together in a mathematical 
way because there was a pretty substantial increase in the money supply between 
1935 and 1939 and prices did not go up. What people do with the money they 
have is extremely important. In other words, is it lying idle or is it turning 
over fast? i. 

Mr. Fiemrne: Will you permit me to indicate the tables giving the figures 
on the increase? Would you like to have them now? 

The CHAIRMAN: We will have them tomorrow morning. 

Mr. Fiemine: I would only take one moment. The annual report, Mr. 
Towers, at pages 34 and 35 gives the increase in money supply. In 1938 it was 
$1,088,000,000 and in 1947 $3,944,000,000. It quadrupled in those ten years. 
The volume of production for Canada, according to the Dominion Bureau of 
Statistics, taking 1988 as 100, in 1947 was 168-2. 

Mr. Zapuitny: Yes, but then production is also given in dollars. It does 
not answer my question because what I am interested in is the difference in 
the actual production of goods and services which can be used and the increase 
in money supply which does not necessarily represent goods and services. If 
there is a degree of inflation, there will be a difference. 

The CuHarrman: You can pursue that tomorrow. 

Mr. Maypank: This document to which Mr. Fleming has referred a few 
times, it might be well if copies could be obtained and distributed to the members 
of the committee. 

The Cuarrman: What is that? 

Mr. Maysank: It is one issued by the Dominion Bureau of Statistics, 
a survey of production in Canada, 1940 to 1945. I have no doubt we could 
get copies and distribute them to the members of the committee tomorrow. 


Then, if any person were referring to it in questioning, the other members of | 


the committee would have a copy. Mr. Dyde, could you look after that? 
Mr. Dype: Yes. 


The committee adjourned to meet again on Friday, May 28, 1948, at 
11.00 a.m. 
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MINUTES OF PROCEEDINGS 


_: Fripay, May 28, 1948. 
| The Special Committee on Prices met at 11.00 a.m., the Chairman, Hon. 
_ Mr. Martin, presiding. 


* Members present: Messrs. Fleming, Harkness, Kuhl, McGregor, Martin, 
_ Maybank, Mayhew, Thatcher, Winters, Zaplitny. 


Mr. H. A. Dyde, K.C. Counsel -to the Committee, in attendance. 


s Mr. G. F. Towers, C.M.G., Governor, Bank of Canada, was recalled and 
further examined. 


: Witness retired. . 

- Mr. Fleming moved: 

i That this Committee, having sat for three and one-half months 
» and having completed its investigation into the prices of bread, butter, 
i" meat and fresh fruits and vegetables, as well as having considered 


broadly the question of the causes of the rise in the cost of living, do 
&. now report to the House of Commons on its investigations to date and 
re its findings thereon, while continuing its further investigations. 


Mr. Maybank having moved in amendment thereto that the motion be 
referred to the Committee sitting in Executive Session, the amendment carried 
unanimously, Mr. Fleming having agreed to same provided the Committee 
“meet in Executive Session immediately. 


-- The Committee adjourned at 12.30 p.m. to go into Executive Session and 
_ to resume in public sitting on Tuesday, June 1, at 11.00 a.m. 


3 - R, ARSENAULT, 


g Clerk of the Committee, 
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MINUTES OF EVIDENCE 


House or Commons, 
May 28, 1948. 


The Special Committee on Prices met this day at 11.00 am. The Chairman, 
_ Hon. Paul Martin, presided. 


The Cuairman: The meeting will come to order. 


Graham Towers, Governor, Bank of Canada, recalled: 


The CHairman: Mr. Zaplitny is not here and Mr. Harkness will have the 
 floor.- 


By Mr. Harkness: 


; Q. I read your report over rather carefully, Mr. Towers, from the point 
_ of view of prices and what you had to say about prices. It seems to me that 
_ your most significant sentence is the one on page 13—“prices during 1948 will 
clearly depend to an important extent on grain crop prospects and harvests 
in western Europe and the chief exporting countries.” You also mentioned 
_ yesterday the effect of crops. Would it be fair to take from that, or is it correct 
to take from that statement, the view that the level of prices essentially and 
basically depends on the relative scarcity or otherwise of food products of all 
_kinds?—A. Not entirely but certainly food has a major influence on price level, 
both directly and indirectly. } 
Q. Would it be correct to say that is perhaps the basic determining factor 
im connection with prices?—A. It is a major factor. 
Q. That being the case would you say there is practically no chance of 
prices going down throughout the world as a whole, and of course particularly 
here in Canada where of course we are most interested, as long as the world 
Scarcity of food continues?—A. I think that is probably the case. 
: Mr. THatcuer: Unless controls come back? 
The Witness: Unless prices are forced down by controls. 


- The CuHamman: Have you seen some of the recent figures, Mr. Towers? 
I am referring to price figures in the last week. Some very important items 
/which have been investigated here are going down. The price of butter is 
down, for instance. The consumption of 10 cent bread is up; the price of fruits 
and vegetables is down considerably. That evidence is amazing and we will 
have it substantiated here later but I am giving you the trend. 

_ Mr. Frenne: It is only the effect of the seasonal trend. 

__ The Cuarrman: And the effect of the work of this committee. 

Mr, Fiemine: You had better give the producer some credit. 

Mr. Harxness: I would take it that we are not so much dealing with one 
or two commodities but. with the general picture. 


| The CuHarrman: Yes. 
|| 


i) 


: | By Mr. Harkness: 


__ Q. That being so it is probably correct to say that nothing this committee 
“might do, and nothing your bank might do along that line, is going to materially 
ee the level of prices as long as the food scarcity throughout the world 
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continues?——A. I can only reply for the bank and as we cannot influence food 
scarcities and that does have an influence on price level, I would say you 
would be correct from that point of view. : 

Q. Would it be correct to say that in the event of the world’s food scarcity 
being overcome we are likely to have a sharp recession in prices?—A. Not 
necessarily, no. There can very well be a decline in the extraordinary high ~ 
prices which have prevailed in various parts of the world on foodstuffs. There 
was, as we know, a decline in the United States somewhere about February. 
That decline made some of their prices less excessive without at the same 
time bringing them to a point where the grower was definitely harmed. I — 
should think declines like that bring things into better balance but do not — 
necessarily mean general recessions in business. 

Q. Would you say the fact that prices in Canada are generally below prices — 
in the United States is due to the agricultural policies followed in this country © 
which have kept down the prices of food products? Is that the essential reason — 
why our prices here are lower than prices in the United States?—A. It seems — 
to me that question would require an answer of a length which the committee 
would not wish me to give at this moment. 


Mr. Tuatcuer: Oh, yes. 

The Wirness: I should think the answer should be given by way of a 
written memorandum. 

Mr. Harkness: We are dealing here with prices— 

The CuamMan: I was not going to interrupt but I do not think this is the 
type of question that should be put to an official in the public service of the © 
country. The implication could be, if the basic assumptions are correct, that 
you are asking the witness to comment on government policy. 4 

Mr. Harness: I do not think that is the case. We are trying to get at 
the reasons for the increased food prices and all other prices as a matter ab 
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fact, and we are trying to find out how they may be brought down if that 
is possible. The line of questioning I am following is as to whether prices are. 
essentially or basically tied to prices of food products and that seems to be the 
situation. ¥ 

Mr. Mayspanx: I would like to interpose this sentence. Before pursuing 
the question you would have to be certain of two points and on one of which 
I think we would get an affirmative answer. The first point is that we would 
have to show an intimate familiarity with the American scene and laws before — 
attempting to. make a comparison of the effect of one country’s laws ih an 


aod 


with the effect of another country and its laws. I would consider that until 
that point were settled Mr. Towers should not make a comparison or contrast” 
between the policies of two countries. _ os 

Mr. Fiemine: That is not the point. = 

The Cuarrman: Let us not spend too much time here. We want to get 
useful information from. Mr. Towers and Mr. Harkness is getting along very 
nicely subject to this little deviation. I know he will handle his questions in 
a manner best suited to the interests of the committee as a whole. i. 


By Mr. Harkness: = 

Q. You said you could give an answer but that it might be rather lengthy! 
—A. TI added probably that it should be a written answer because as it has 
been observed it is a very complicated matter. : 
Q. Are there any relatively brief comments you could make?—A. Yes. 
The fact remains that prices are lower in many items. When the fall in grain | 
prices occurred in the United States a few months ago, the United States price 
having been distinctly higher than our prices here, our prices did not go d 
so that further falls in prices could take place elsewhere without Canadian 
prices going down. ae, 
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- Q. What that amounts to is what we might call the general world level 
of prices for food eventually is going to be reached here and in all other 
countries?—A. I would think so. — - 

q Q. We can take the basic position that there is not very much can be done 
: in the matter of price levels except to temporarily hold them down in one 
_ country or to hold them up in another as the case might be?—A. Yes. 

Cy Q. I think that is all that I will ask on that matter. There is one other 
_ thing about which there was a great deal of discussion yesterday. In your 
_ report on page 6 you say “it is clear that the present rate of capital development 
is straining Canada’s manpower and material resources, and is pushing up 
prices”. You say much the same thing on page 17 of the report. This is the 
matter of controlling, as far as can be done, the-issue of credit by the banks 
and that is the only thing, as far as I can see in your report, which deals 
directly with prices. There are several other things which deal indirectly with 
prices. You said in discussing it yesterday that the only thing the bank could 
do, apart from taking drastic action, was to restrict the chartered banks from 
making loans for capital development. What was the drastic action which you 
had in mind? : 


1 The Cuamrman: Do you not think we have gone sufficiently fully into that 
question? 


b Mr. Harkness: Perhaps so, but I was not here yesterday for the first 
“halt hour. 


Mr. Harkness: All I wanted to get was the drastic action about which 
I heard yesterday. I wondered what that action was. 

The CuairMan: I am sure that when you read the evidence you will find 
ligt very interesting. Are you through Mr. Harkness? 
Mr. Harxnass: Yes. 


Mr. Winters: I would like to pursue this matter of capital development 
with particular respect to an area like the maritime provinces and I would 
_ ust like to develop a little further a point which I had an opportunity to 
‘insert yesterday in Mr. Fleming’s questioning. At this particular time industrial 
development in Ontario and Quebec is such that it has been deemed wise to 
find means for tapering it off and those means as I see them, and as were 
stated here, were first to restrict capital or credit and secondly our austerity 
program, which in some instances puts a tax on goods in order to discourage 
| people from buying. Also you referred once or twice yesterday, Mr. Towers, 
to the fact that although there was a general level of high employment or 
full employment as it may have been referred to, yet there are pockets of 
‘unemployment. The maritime provinces are pretty well in that unfortunate 
position, having pockets of unemployment, and we find ourselves in the position 
where the barrel of industrial employment is full in Ontario and Quebec but 
= tap has been turned off and the barrel is only partially full in the maritime 
rovinces. 

Mr. Tuarcuer: And in the west. 

13 _ Mr. Wrvters: I do not know about the west. 


2 The CuHatrMan: There are certain parts of the west which are like the. 
‘country as a whole and which have never been so prosperous. 


ee Mr. Fiemine: We will have to get the chairman put into the witness box. 


‘ By Mr. Winters: 


- ©. It seems that although Ontario and Quebec suffer some hardships as 
the result of this program as do the maritime provinces, Ontario and Quebec 
joy the offsetting benefits of full employment. We in the maritimes suffer 


; The CHarrman: It was gone into very fully several times. 
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the hardships and restrictions with the attendant higher prices, but we do not 
have the offsetting benefit of full employment that goes with the situation 
in Ontario and Quebec. The people in the maritimes feel they are being 
discriminated against in this matter of higher prices. I would like to ask the 
question which they are asking, and it is this, Mr. Towers. When do you think 
this so-called austerity program may be relaxed or dispensed with? 

Mr. Mayank: Is that the Ontario program? 

Mr. Winters: The national program. 

_ Mr. Maysanx: I thought you said Ontario program. 
Mr. Winters: I used the expression “austerity program”. 


Mr. Tuatouer: Are you referring to the imports and exports from the United 
States? 


By Mr. Winters: 


Q. Yes, I am referring to the embargoes and also the high excise duties 
on other goods to discourage purchase of them and to encourage industrial 
development here——A. Speaking strictly on the import restrictions from a 
foreign exchange point of view I do not think anyone can make a prediction as_ 
to the length of time that measures of that kind will tbe necessary. As the 
Minister of Finance has stated on various occasions recently, the drain has been 
arrested and the minister has given figures to indicate that we are more or less — 
on an even keel but it is too early to say whether that is a prelude to further 
noprovement or whether the thing turns the other way. Our crops in this growing © 
season will have an important bearing on the matter. Having in mind the state © 
of some of our major customers and continuing shortage of foreign exchange in 
spite of E.R.P., it would be a very brave man who would predict our foreign 
exchange situation next year. I would not like to say it would be worse and — 
I would be frightened to say it would be better. There are too many unknown 
factors which exist and I would not make a prediction. 3 

Q. When you say we are on an even keel I do not think you mean with 
respect to the United States because there are certain triangular developments — 
and other developments?—A. No, we are continuing to find a heavy deficit in 
United States dollars in our dealings with that country but our earnings in trade- 
elsewhere have placed us for the time being on an even keel over-all. 4 

Q. Over-all, yes; and is there any indication that the trend which has_ 
brought us to that even keel will continue?—A. At the moment it is hopeful, if 
crops are good. ei 

Q. And should it continue, if you care to go that far, should it continue is_ 
it possible to say that we might expect some relaxation in this restrictive” 
program?—A. No, I could not say that. ; 

The Cuamman: Is that all? 


Mr. Winters: That is all I have on that but I would like to ask one more 
question which has been bothering me. Up to a short time ago—not a short time, 
but relatively a short time ago in years—I used to believe that the amount of 
currency issued was tied into some basis. It used to be gold. I used to be told — 
that the amount of notes in circulation was held at a fixed ratio. to gold 
holdings and negotiable securities, but we seem to have gotten away from that 
and yesterday the witness said that the amount of notes in circulation was 
dependent on “Joe Smith’s” requirements. I wonder if the witness would explain ~ 
to me, if the committee already knows it, what our issue of money is tied to now, — 
what is the backing of our monetary issue?—A. The backing of our monetary 
issue nowadays in essence is the credit of the country, so to speak. If the issue | 
is definitely excessive in relation to the business of the country then prices will 
go up. In other words, I am not contending for a minute that the total amount 01 
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_ money in circulation, both deposits and notes, has no bearing on prive level, 


_ ‘because one only needs to look at various countries where enormous increases 


" 


“i 


have taken place to see that if you go far enough you make your money worth- 
less. Now, a war is usually a producer of inflation of that type. If a country is 
so battered by war that the situation gets out of control—China is a startling 
example at the present time. By reason of taxation and public savings during the 
war in Canada the penalty which we are paying for the war is moderate, and the 
amount of money which it was necessary to create is less than it otherwise would 
have been; so, we are suffering to some extent, but not as much as most other 
countries. 

Q. Is the measuring stick of the real value of our money now the open 
exchange rate compared to the American dollar?—A. You mean, the unofficial 
rate? 

Q. Yes——A. No, that has no bearing on the matter at all because the 
unofficial exchange rate simply represents the rate at which two Americans deal 


in Canadian dollars between each other—that is, dollars which cannot be used +o 
_ pay for Canadian exports. 


Q. That would be one line by which it would be judged, I should think.— 
A. No, it really has no bearing whatever. These are capital dollars for which 
foreign exchange cannot be obtained, and the rate varies in accordance with 
the way people feel when they get up in the morning. 

Q. Is it customary for a businessman with headquarters in New York, say, 


' and doing ‘business in Canada, to translate his business balances in terms of 


dollars in Canada into terms of his own currency for purposes of his balance sheet 
in New York; that is, the open market value of the dollar?—A. No. I think 
you have in mind the case of a subsidiary company here and its published 


consolidated balance sheet; I should think that balance sheet would contain the 


official rate because the subsidiaries remit all their earnings at the official rate. 
Q. Yes. We had a case here, the last witness. just before: you, Mr. Towers, 


who conducted an operation in Canada and the United States, and he was 


converting back and forth in terms of the open rate of exchange to the Canadian 
-and American dollar.—A. I must read the evidence in that respect. If he was 


doing it on the unofficial market it might have related to certain capital trans- 
_ actions, perhaps loans from the parent company. 


‘ 


_  Q._No, it was his ordinary balance sheet operation and the committee were 


puzzled about it. It was the A & P— 


Mr. Fiemine: No, not the A & P but its subsidiary, the Atlantic Com- 


“Mission Company. 


Mr. Winters: That is right, the Atlantic Commission Company, a sub- 


 sidiary of the A & P. 


By Mr. Maybank: 
Q. Just following up the last question there with reference to the amount 


_ of money in circulation, would you be able to give comparable figures for other 
Countries to those you gave for Canada as to the volume; either now, or by 
, Memorandum later—A. You mean both deposits and note issues I take it. 


Q. Yes, note issues—I thought you said notice. Yes, just what you have 
detailed with reference to Canada to show the same story.—A. I have the figures 
here for Canada, the United States and the United Kingdom. Would that be 
sufficient? Oh yes, I also have Australia. 

_ The Cuarrman: You have the figures available related to other countries 
on the same basis as you have them’ for Canada? Mr. Maybank wanted to be 
able to relate money supply to production in the same way. 

_ The Wrrness: I haven’t got them here but I can get hold of them. 
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Mr. Maypanx: I do not want them necessarily at the moment. 
The Wirness: Yes. 


By Mr. Maybank: 

Q. I wonder if I could have a memorandum of that sort filed at the same - 
time with respect to several countries, and if you could give any figure to indicate 
the physical volume of production in the same way. That would have a bearing 
of interest to us. Could you give us that?—A. I think so, for various countries. 

Q. Once you get some idea of the ratio between the money increase in: the 
country and the production increase in the country you can see to what extent 
we have a large issue in regard to the production in relation to a large issue and 
production in another country —A. Yes. . 

Q. If you can give us a memorandum on that I believe it would be helpful. 
eA Right. 

Mr. Fieminc: I was going to ask Mr. Towers to get some information on — 
that point. Was Mr. Thatcher's question along that line? 

Mr. Tuatrcouer: I wanted to go into this exchange feature. 

Mr. Fueminc: Do you mind my putting it in now so that Mr. Towers will 
have the information before him? ; 

The Cuairman: All right, proceed. 


By Mr. Fleming: 

Q. Does the bank keep any separate figures of production in Canada, or 
does it rely entirely on the D.BS. figures?—A. It relies entirely on D.B5S. 
figures. 

Q. Then so far as our own production is concerned we would be just — 
vetting the D.BS. figures?—A. That is right. 

Q. Now, coming back to the statement which you read yesterday, I am © 
thinking now particularly of the paragraph beginning at the bottom of page 1, 
and extending over on to page 2; may I read it? ‘ 

The increase in Canada’s money supply as compared with the pre-war + 
situation, has been somewhat less than the increase in a similar figure for — 
almost any other country. For example, to take two of the countries — 
with whose statistics it is customary to compare Canadian figures, between - 
December, 1939 and December, 1947 Canadian money supply rose 188 — 
per cent, United Kingdom 202 per cent and United States 214 per cent. — 


Se ee ee ee 


* 


Now, in arriving at these percentages have you applied the new basis of 
calculating money supplies which appears in the 1947 report the first time? _ 
—A. Yes, and it is the same basis as is used in the United States and the United — 
Kingdom. E _ = 

Q. In other words, these are on practically the same basis and it is the . 
basis which appeared in your 1947 report?—A. Yes. £ 

Q. In wanted to be quite clear on that because when we talk about this— 
percentage increase there seems to be some fluctuation about it. In saying that 
the increase is 188 per cent in Canada between December of 1939 and December 
of 1947, what you are saying in effect is that the money supply in Canada in. 
Lee of 1497 is 188 per cent of the money supply of December of 1939? 
—A. Yes. 4 

Q. So that is an increase of 188 per cent?—A. That is right. - 

Q. And the same think would apply as to the United Kingdom and the | 
United States? 4 

The Cuamman: We have that now clearly established. Let us save time. 
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- Mr. Fiemine: Just a moment, Mr. Chairman, it certainly is not clear when 
you are talking about this percentage increase. I read it the other way the 


first time and that is why I want to clear that up. I know the members have 
been very patient about it. 


4 The CHatrMan: They have been very patient, but I do not think you 
should take time just repeating, repeating and repeating. 

4 Mr. Fiemine: If you want to start wasting some time by making remarks 
of that type you certainly are going the right way about doing it. 

| The Cuarrman: Any further questions? 

‘Mr. Freminc: I have not finished on that point. 


By Mr. Fleming: 


Q. Has the Bank of Canada any view as to what ought to be the ratio 
between money supply and production?—A. No. 


Q. Is there any relationship between dollars in the bank’s view ?—A. 
Between money supply and prices, yes; definitely. 


Q. So we may say there is no relationship between production and money 
supply?—A. Except this, that if production was being seriously hampered by 
lack of credit facilities then there would be a relationship. If the money supply 
» appears to be inadequate and if credit facilities are lacking for production, then 
production can be effected; in which case central bank action to increase the 
money supply would be indicated. But it is impossible to say that a 10 per cent 


“prot in money supply would produce a given percentage increase in 
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production. 


If it is adequate then production may go up or it may not, but at least you 
know if it does not it is not due to inadequate credit supply. 

_ Q. When you are preparing the statement Mr. Maybank requested may I 
ask you to do this, Mr. Towers, as to the figure you have given, the periods you 
have taken; that commenced in December in 1939, in respect to Canada, and fol- 
“lowing the outbreak of the war in September there would be a considerable 
increase in money supply. May I ask when you are giving those other figures 
_ you give us figures on the money supply as at the outbreak of the war, September 
_ 1, 1939, and relate that increase to that date rather than December, 1939—A. Yes, 

Q. I think it would give us a more adequate picture of the increase in money 
supply.—A. Yes. I am not sure we can get comparable figures; tl 
4 August 31, 1939, for the other countries. However, we could put in 

ones at least. 

Q. If you can get’ it for the others I think it would be interesting to have it. 
_ Mr. Maynew: Are you referring to production only or to national— 
«OM. Freminc: I am speaking of money supply.. Mr. Maybank had asked 
. ae further information as to both money supply and production, and I was 
"suggesting those figures be related to September 1, 1939 or August 31, the last day 
_ Of peace, rather than December, 1939, as was done in the memorandum. 
Mr. Mayuew: Production would not be the whole story. 


Mr. Fremine: My question at the moment is simply as to money supply. 
4 Mr. Mayuew: For the national turnover would it not be plus business that 


1at is to say 
the Canadian 


Is not in the production field? 


Mr. Fiemina: I am quite prepared that the information on those two sub- 
cts, namely money supply and national production, be put in separately. In 
€w of what Mr. Towers has said he will have some reservation about any 
mnection between the two. I am simply saying now that in calculating the 
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percentage of increase of money supply we ought to begin with September 1, 1939 — 
rather than December, 1939, in view of the fact in Canada there was a substan- 
tial increase in money supply between September 1 and December 31, 1939. 


The Cuamman: Are there any other questions? 


By Mr. Thatcher: 
Q. I wonder if Mr. Towers would enlarge a little on the question Mr. Winters 
asked him a moment ago regarding export import embargos. I wonder if he could 
tell the committee what success the embargo has had to the moment. Is it 
definitely stopping the runaway of American dollars? Are we making progress? _ 
Are we gaining a little?—A. Are we making progress as compared with last year 
when our exchange reserve was going down extremely rapidly. Progress comes 
in various directions. Imports, particularly from the United States, are distinctly 
less than they were a year ago. The reduction is not equal to the reduction in 
imports due to the banning of certain importations and the placing of a quota on 
others because the volume or value, certainly the value, of other types of importa- 
tions has increased. Even so there is a reduction in imports. There is an increase 
in exports to the United States, and the combination of those two things has put 
us for the time being on an even keel over all, not with the United States of course. — 
Q. You say for the time being, but our adverse balance with the United | 
States taken by itself is still very bad, is it?-—A. It is still very substantial as is — 
the normal case when times are good in Canada. | 
Q. What I am wondering is this. Before the war, as I understand it, there ~ 
was a three-way triangle between Great Britain, Canada and the United States — 
as far as sales and purchases went. Because of the war Great Britain is almost — 
out of that triangle. Is it not possible in the future we are going to have a lot 
more direct dealings between Canada and the United States than we had before? — 
If that is the case is there not a danger we must face these controls more per- — 
manently unless the Americans will reduce their tariff to let us sell them more? 
__A. That really requires a prediction as to how the United Kingdom and 
western Europe will get along over the course of the next ten years. To assume, — 
however, that we have a balance in trade with the United States, that is, that 
our exports equal our imports, or that we have a balance with the United 
Kingdom, would mean very major changes in the Canadian economy. I think © 
it would be defeatist to assume we would have to go that far. In other words, 
I think it is a fairer assumption that the United Kingdom, for example, will — 
sufficiently recover so that she can afford to import more from Canada than 
she exports to us, and will have the means from her trade with other countries — 
to pay us United States dollars for her deficit, thereby enabling us to pay for 
our deficit with United States dollars, but perhaps not on the present scale. 
So that it seems to me, although one is getting into the field of pure speculation — 
here, that to write off our former pattern of trade with the United Kingdom ~ 
and western Europe entirely is wrong, that we may find, however, that it is 
impossible for them over the years to pay for as large deficits as have been — 
occurring in recent times, and that therefore we do need to depend somewhat 
less on that area-of the world which implies we need to depend more on the 
United States. a 
Q. Is it not a fact, from the present economy of the world as it looks today, - 
that we are definitely going to have to get the United States to give us more 
concessions so that we can sell more to the American market? We are simply 
_ buying far more from them than we are selling at the minute—A. Pardon? 
Q. Is that not the main reason for our American dollar shortage?—A. I 
did not hear the reason. ap 
Q. Because we are selling them so much less than we are buying fro 
them.—A. Yes, that is right. 


: 
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~ The Cuarrman: It has always been the case. 
t The Witness: It is the traditional pattern. 


By Mr. Thatcher: ; 
Q. That has been the pattern ever since Confederation?—A. That pattern 
- may need to be changed somewhat. 
~~ Q. It would almost look as though it may have to be changed, from the 
way things look at the moment?—A. I would not like to say any more than 
T have because it gets very definitely into the field of policies of two governments 
and their tariff relations. 
Q. I did not mean it to get that far. 


The Cuarrman: Is that all? 


By Mr. Harkness: 

Q. I have one other question. What would be the effect on prices in Canada 
of a general depreciation of currencies in European countries, including Great 
 Britain?—A. At the moment I would say the effect in Canada would be very 
small. 

‘ Q. I would think that it would perhaps have considerable effect as far as 
agricultural products and so on are concerned.—A. You are speaking of the 

United Kingdom and western Europe? 

Q. Yes. I am thinking now particularly, for example, of the’ present price 
of rye, the cash price as compared to futures, and as you probably know— 


The CHAIRMAN: You are talking of the grain? 
4 Mr. Harkness: I am talking of the grain. Of course, I would not be 
interested in the bottled rye. 


By Mr. Harkness: 

- Q. The cash price is now $4.77; July futures are $3 and some odd cents, 
‘and the October futures are $2 odd. I understand the chief reason for that is 
the uncertainty over the depreciation of European currencies, that if the pound 
was depreciated to the price you can buy it for in the banks here, as far as 

picking up a few pounds is concerned, $2.50 or $2.60, then the price that could 

_be obtained for rye would be around what futures are for October, about half 

of what the cash price is. I was wondering if that would not affect all other 

agricultural products?—A. I cannot understand how the price for rye, the grain, 

2 aq actually affected by fear of devaluation. I think there must be some. catch 

~ ‘there. 

Q. Of course, there is the prospect of a better crop which affects the matter, 
but I understand the main reason for that terrific disparity between October 
future prices and the cash price is to a large extent because of the fear that — 
these countries, which constitute the market for the grain, will have depreciated 
their currencies considerably?—A. I cannot follow the reasoning there. If 
that is the thought it seems to me it is wrong. Take, for example, the devalua- 
tion of the French frane which took place not very long ago. So far as Canada 
Is concerned the effect is practically unnoticeable. It may be the case that 

Certain imports which we desire from France now become practicable to make 

| because French prices have been out of line. To the extent that a country’s 
ee ostion simply reflects the higher price level which has developed then their 

devaluation simply puts them back in the market on a competitive basis. If 

_ the devaluation goes greatly beyond that then, of course, it does involve a 

_ drop in prices at which they can sell abroad, but judging from post-war experi- 

_ €nee it seems unlikely that the practice of excessive devaluation, striving for a 

_ temporary competitive advantage in foreign trade, will be followed. 

i. 
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By the Chairman: 


Q. And following that practice in Canada undoubtedly would have an 
inflationary effect in Canada?—A. Oh, yes—we were speaking for a moment of 
the United Kingdom. 

@. I am just reversing it because thus far there has been no mention of 
devaluation and the effect that devaluing the Canadian dollar would have on 
the price level. JI am suggesting to you, because your answer suggested this 
question in my mind, that a policy of devaluation in Canada would have an 
inflationary effect?—A. Yes. 


By Mr. Harkness: 


Q. Similarly it seems to me if it were done in other countries it ome tend 
to reduce prices here if we did not devalue our money at the same time?—A. 
As I say, it depends on whether devaluation in the other countries goes beyond 
the point which would make their prices roughly comparable to ours. 

Q. Let us say that the pound went down to the level at which you can 
purchase it from the banks here, which I think is about $2.50 or $2.60.—A._ 
Yes. Of course, that relates only to a few pounds which you can take into— 
England as a traveller. | 
Q. We will say if the pound was devalued to that point so that all exchange © 
was made at that rate instead of $4.02, would that not automatically push down — 
prices of the goods we sell to England i in this country?—A. It would put down — 
the prices at which we import goods. United Kingdom devaluation to such 
a figure would not in itself change the price at which we sell, obviously not 
while things are in short supply. If there were that devaluation which goes | 
away beyond any devaluation arising from the difference in price levels, and_ 
which I would regard as completely out of court, so to speak, but taking it as 
a theoretical assumption, and if various other countries around the world 
who are our competitors in food products also devalued to the same extent then 
I dare say it would have that effect if shortages were not persisting at that time. — 

Q. The point is as far as these agricultural products are concerned there 
is a great disparity between price levels. Is that not the ease?—A. As between 
various countries? 

Q. Yes, particularly as between this country and Great Britain and then 
European countries —A. Prices are higher in the United Kingdom and the 
European countries, are they not? 

@. Yes, much higher —-A. Due to certain domestic policies. 

S: For example, on wheat they have paid up to $5.50 a bushel, and the 
price here for wheat is less than half that-—A. I am not sure whether you are- 
referring to the price which is paid for domestic crops in those countries or for 
their importations? i 
, I understand, 
when moderate amounts of some of ‘those grains Rae been dealt with on the 
basis of brigandage. = 

Q. It still seems to me that if they devalue their currency they will prob-_ 
ably try to’ pay the same prices, essentially keep the level of prices in their own 
country the same for their food products by various controls, and that is auto-— 
matically going to push down, because of the fact we get fewer dollars for their 
currency, the prices of food we have to sell them—A. It is a very difficult sub- 
ject to explore because it is all so hypothetical, is it not? What are the price 
levels at the time they do it? Will they do it at all? How much will they do- 
it? Will there be shortages or surpluses at the time? How many countries wi 
do it, and so on and so forth. It is a bit of a picture puzzle. 4 

Q. I brought it up because I thought as far as prices in Canada are a 


cerned it might, in the not too distant future, be a determining factor?—A 
do not like to oats but I think it will be the distant rather than the nea 


| 
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future, if it ever happens at all. It is true that during the 1930’s, when the 
_ depression was on and food supplies were in surplus in many of the major 
_ exporting countries, that the United Kingdom did benefit greatly on the terms 
of trade. It was one of the things which enabled her recovery to take place 
during the thirties. She was getting very cheap food. While her exports were 
down, she was getting a relatively decent price for them. The pendulum has 
swung in the other direction and one of the United Kingdom’s very great diffi- 
culties is that her imports are very expensive. She hopes that the extreme 
situation which has developed will be somewhat remedied. I think the view in 
the United Kingdom is that it is quite unlikely she can get the special benefits, 
the sort of unexpected benefit of particularly favourable terms of trade which 
existed in the thirties. She rather expects that the great raw material exporting 
countries would make a desperate effort to prevent a situation like that from 
developing again. 
. Q. Would you agree that, perhaps, there is a constant temptation on the 
_ part of these European countries to depreciate their currency for that very 
- purpose, to get cheap food again?—A. Their depreciation does not give them 
_ cheaper food. It has to be depreciation on the part of the exporting countries. 
. By the Chairman: 
. It helps them in their exports?—A. It helps them in their exports. 


By Mr. Harkness: 


Q. It helps them get their food in at a cheaper rate?—A. No, not in itself; 
but if the exporting country accompanies that devaluation, it may help them. 
The CuHarrMan: Are there any other questions? 


; By Mr. Fleming: 

; Q. I have several questions, Mr. Chairman. I understand they have, in 
_ the United States, a national] advisory council on currency?—A. A national 
advisory council on general financial matters. 

od Q. Have we any counterpart of that in Canada—A. No. The national 
advisory council in the United States consists of the Secretary of State; 
_ Secretary of the Treasury; Secretary of Commerce; head of the Ex-Im Bank; 
_ chairman of the Federal Reserve Board and I think Mr. Hoffman has been 
_ added to it. It is really to co-ordinate various financial measures as between 
_ departments of the government. 

= Q. In your evidence yesterday you stressed a thought that appears on 
_ page 2 of your memorandum, down at the bottom of the page. In the last 


_ sentence at the bottom of the page, you seem to put it this way: 

a The problem has been to gauge when plans under contemplation 
Be 3 were tending to outrun manpower and material resources and then to 
| judge the limits within which action in the field of money and credit could 
.: be taken which would help to moderate the pressure without being so 


drastic as to cause unemployment. 


I take it, all the way through this post-war period of the last three years, the 
_ possibility of unemployment arising has been an important factor in your 
| approach to this question of money supply?—A. Before the reconversion period 
_ and having in mind the tremendous shift which had to take place from war 
_ industry and the services, there was a fear, I think, during the course of that 
_ shift there might be some degree of unemployment. I think the actual results 
of that period were better than anyone might have expected before it took place. 
We have not been pessimistic since then with regard to employment. 

: Q. I was thinking about the course you are steering in your policy that there 
would be the desire to avoid unemployment which would be, in a sense, a 
_ Manifestation of a deflationary condition?—A. Yes. 


x 
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Q. That deflation you sought to avoid, that was one of the things which 
helped guide your policy in the postwar period?—A. We did not seek to avoid it 
by increasing the money supply which was already very large. : 

Q. How did you seek to avoid it, then?—A. What we were seeking to avoid 
was action so drastic with respect to decreasing money supply it might make 
the pendulum swing over in the wrong direction. 

Q. So, in permitting the money supply to continue in the large volume it 
had reached, the fear of unemployment with that kind of deflation was one 
of the factors which influenced you?—A. There was, as you know, no decrease 
in money supply in 1947, but everything possible was done to avoid having 
increases. I do not think I can add anything to that. 

Q. I was simply trying to draw some connection between that fact, the 
fact you had not taken action to reduce the money supply so far which, giving 
rise to deflation, would result in unemployment; I was trying to draw connection 
between the two?—A. I will put it this way. We took every action possible in 
conjunction with the government’s surplus position to keep money supply from 
going up. Had it been possible to bring it down somewhat without résorting 
to drastic action, we would have done so. What we tried to avoid was really 
drastic action which would tend to bring capital development to a standstill. 

The CHairman: We have gone into this three times already. I just want ~ 
to point that out. I do not mind questions, but I do not think it is fair to — 
the members of the committee to keep repeating. 


By Mr. Thatcher: 

Q. I asked Mr. Towers a question a minute or two ago and he phrased ~ 
the answer so ambiguously I am not sure whether he said yes or no. I should | 
like to ask the question and to have him answer yes or no. I should like to — 
know, so far as our dollar position is concerned, is there any danger, from the 
way it looks now, of the austerity program becoming more severe? Is there — 
that danger, yes or no?—A. I do not think that is a question which should be 
answered by yes or no. 

The CuHarrMAn: Nobody else does, nor does Mr. Thatcher. 

The Wrirness: Is Marshall aid going to continue for the second year? I 
do not know. What will our crops be like? I do not know. How can I 
answer yes or no? ; 

The CHAIRMAN: He has to be sure there is a good government in office, too. 


The Witness: There are so many things which none of us yet know. One 
cannot be certain. Next year our position might be better or, if luck is against © 
us it might be worse. If it is worse, then my answer to your question is yes. 


By Mr. Thatcher: 
Q. It might have to become more severe?—A. If unfortunate developments — 
increase the strain on our exchange reserve, but I hope it will be the other way 
I think, with decent crops, there is some reason to have that hope. . 


By Mr. McGregor: 2 
Q. That depends on the Marshall plan?—A. A great deal. of 


a 


By Mr. Fleming: ¥ 

Q. You said yesterday in reply to a question you did not think there — 
was anything that could be done voluntarily. I do not want to take that | 
answer out of its context, Mr. Towers, but I wonder if the Canadian people 
cannot do a great deal in meeting this problem of the high level of prices which — 
is before us all, as consumers. I am wondering whether we could not do ae 
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great deal ourselves by such things as these; first, trying to achieve greater 
productivity of capital and labour, all of us, for greater production; second, by 
refraining from purchasing things we can do without and, thirdly, refraining 
from hoarding goods that are in short supply ?—A. Certainly, all those things 
~ would be helpful. 

Q. I just wanted to put that alongside the statement made yesterday 
- because, in saying there was not anything that could be done voluntarily, I 
_ wanted to be quite sure that answer could not be read to the exclusion of the 
answer you have just now given?—A. No, I am glad you brought that up. 
The CuarrMan: Are there any more questions? 


Mr. Harxnuss: In connection with a question I asked some time ago, 
_ Mr. Towers said he would prefer to give a written reply. I wonder if I could 


_ask him if he would give that written reply to the committee because I think 
it would be useful to us. 


The Wirness: I think I was rather rash in saying that because it was not 
my field. You were referring to the whole field of agricultural prices in Canada 
as compared with other countries, were you not? 


an) 


eS a) oy © 


4 
’ 
* 
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By Mr. Harkness: 

Q. Not so much compared with other countries; the question was more 
along the line of the effect that the level of agricultural prices has in maintaining, 
_ increasing or decreasing the price level?—A. On that, I should say, the people 


hee 


- 


ee 


in the Dominion Bureau who compile the cost of living index are the proper 
_ authorities. 

+ The CuarrMan: Do you want them recalled? 

a Mr. Harkness: No, I thought Mr. Towers said he could give a reply, but 


it would be rather long and he would prefer to put it in written form. 


The CHairmMan: Mr. -Marshall has covered that already in his initial 


"statement. If you do not feel he has, he can always be recalled. 


i 


Mr. Harkness: It is not so much a matter of the cost of living index— 
_ The Cuarrman: You mean the economic effect of a general level of 
agricultural prices? Is he not really putting an economic question to you? 


e is not asking for agricultural information, but the effect agricultural prices 
; have on the whole price structure. 


Mr. Harkness: It is really a general economic question, I would say, 
integrated with monetary policy, procedure and so forth. 
| ‘The Wirness: Well, the effect they have on the cost of living index is 
"something the Dominion Bureau could tell you. Then, I had in mind, as the 
effect on the cost of living index is quite significant, the cost of living, in turn, 
affects wage rates and a great many other forms of costs. Food is an important 
factor, directly and indirectly, in the whole price level and in the whole cost 


and price structure. You could not measure that statistically. In other words, 


if food prices in general came down 20 per cent, you cannot say in advance just 


what effect that has on the whole cost and price structure, although one assumes 
it is significant. 

| P; Mr. Harkness: I still think your written reply would be valuable to us. 

% The Wirness: I thought the query related to agriculture and food prices in 
Canada as compared with other countries and a description of the reasons for 
i uch differences as may exist. That would be a very complicated affair and that 
43s why I said, if there is any answer at all, it would need to be written. I think, 
hough, there would be others who would be better qualified to do it than myself. 
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ae When you said yesterday if we were to resort to controls as a means of 
checking the level of prices it would have to be over-all controls, did you mean the 
country would have to control wages and salaries, too?—A. Yes. 

Mr. Tuatcouer: That is obvious. 

Mr. Fiemina: It has not always been obvious. 

The CHAIRMAN: I think we covered it yesterday. 

Mr. Fiemine: Nobody asked the specific question. 


By Mr. Harkness: 

Q. Whom would you say could better answer this question than yourself?— 

A. The agricultural experts. | 

Q. Are there any to whom you could refer us?—A. The chairman, I am sure, 
could answer that. 

The CazairMAN: I suppose there is Mr. White, Dr. Barton and Mr. Gardiner, 

people such as those. I suppose Mr. Gardiner, definitely. . 

Mr. Harkness: Of course, I proposed that some time ago, Mr. Chairman, 

but it did not seem to get general support. 


Mr. Fremine: Would he be a willing witness now? 
The Cuatrman: Are there any other questions? 


By Mr. Zaphtny: 
Q. I should like to follow up the questions I started yesterday. It seems to 
me we established yesterday there was a condition of inflation now as compared 
with 1939, relatively speaking, at least?—A. Yes. 3 

Q. Would it be correct to say that inflation, in itself, is not necessarily 
harmful provided no one takes advantage of that condition to raise prices?— 
A. Inflation does imply higher prices, does it not? ; 

Q. In your answer yesterday, if I remember correctly, you said there wer 
factors which entered into inflationary prices other than the money supply?— 
A. Yes. bs 
Q. In other words money supply in itself does not create inflation in prices 
but it creates a condition where it makes it possible to inflate prices?—A. I was 
really thinking of the situation as it is today and as it has arisen from the war. 
It does remain true that if one goes far enough in the creation of money one can 
cause inflation. x 


a 
bs 


Mr. THarcuer: You mean like social credit? i 
ie 

The Wirness: No, but money creation— z 
; ; : slg oh ; y FS 

Mr. Kuut: There is no inflation in social credit. ‘3 


By Mr. Zaplitny: ie 

Q. What I am trying to get at is this. Perhaps the question is hypothetica 

but I think it is important that we hear the answer. Admittedly we had a perio¢ 
of deflation during the depression years. A certain amount of inflation as far 
as money supply is concerned might be beneficial for a time until it reached a 
point where it exceeded the actual production of goods and services?—A. hed 
really the situation where by the creation of a substantial amount of money for 
an unspecified purpose one can produce an inflationary situation. According - 0 
a certain doctrine the remedy for that is to tax the money away and revert to 
the previous position. Assuming that we are in a somewhat inflationary situati 
now how do we cure the situation? Do we tax it away? I think I must just ask 
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that question to show how painful it would be to try and recover the lost ground 
when once through money creation you had an inflationary situation on your 
hands. 
. Q. Mr. Chaifman, it appears to me that is the position in which we are now, 
_ and we are trying to find our way out of it. What I am trying to point out is the 
function of this committee and the objects for which we are striving, namely to 
_ remedy the price situation rather than to try to do something about the inflation 
_ as inflation. Inflation as compared with a period of deflation may be a levelling 
_ process.—A. I do not want to touch too closely on a doctrine which has been 
_ discussed in Canada on many occasions in the last thirteen years but I understand 
fe the remedy for an inflationary threat according to that doctrine is taxation. If 
_ the payment of the dividend or whatever it is produces an inflationary situation 
_ then we tax it away. I was just wondering if you were leading to the thought 
: that taxation should be higher now? 
—. ~=Q. No, not at all, but what I am trying to lead up to is this. The committee 
‘is concerned, I think I am stating it correctly, with the price situation rather 
_ than the volume of money supply as compared with actual goods and services, 
Become inflation itself being a relative term is not the thing we are trying 
_ to solve. We are trying to solve the price situation which is the second step, 
_ Someone having taken advantage of the inflationary period to put prices beyond 
4 reasonable level. That brings me to my next question. Would you say, 
_ Mr. Towers, that so far as the Bank of Canada is concerned it is not in a position 
to do anything about the price situation as such and it is not in a position to 
_ control prices?—A. In the meeting yesterday I indicated the extent to which 
_ we felt we were able to go. I think that may be a modest contribution towards 
stability and I did indicate that other actions are possible. For example one 
could take extremely drastic action which would reduce the money supply 
substantially. One could theoretically appreciate our dollar 25 per cent, that 
is versus the American dollar, and put the American dollar at 25 per cent 
discount although we have not got the resources to do that. Those measures 
would bring down prices in Canada but I fear that they would produce 
ee ation and unemployment and the remedy would be worse than the 
disease. d 
.. Q. In your opinion then there is no desirable way by which the Bank of 
ee can affect the price situation at the present time?—-A. Not beyond what 
we have done. 
Q. Would it be correct to assume that in your opinion the only direct way 
in which prices may be affected is by a system of price control, leaving aside 
r the time being the desirability of such a system, but it is the only direct 
| way in which it can be done?—A. Yes, and that of course is theoretical too, 
because I do not think any nation in peacetime or over a long period of years 
“has been able to operate a system of price control. 
| 


a 


ee Q. You say it is theoretical but of course we know it has been done in 
Wartime and to that extent it is not theoretical because we have had that 
I ckeround experience. Would you say the only area of doubt is whether it 
aed be done succesfully in peacetime?—A. I would say also that it could not 
_ be done over a very long period of years. Supposing, and God forbid, there 
"were a fifteen-year war I do not think there would be a successful price control. 
—  Q. Is it possible in your opinion to withdraw from the field of price control 
1 stages rather than all at once?—A. I would say that was what was done 
in Canada. 
— Q. Would it be correct to assume that if that is what was done and is being 
done in Canada today, it could also be done ordinarily in peacetime?—A. You 
Mean having had an over-all system of price control? 
- Q. That you should taper off the price control situation in much the same 
Way as you have talked about tapering off the capital development situation? 
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—A.I would like to answer that question at length. When price control was 
started in Canada there was a certain amount of debate, or shall I say considera- 
tion, as to whether it could be a selective system which means controlling some 
things and leaving out others. It was felt that selective system*was not practical 
and it had to be, broadly speaking, an over-all system. The Americans did not 
put in price control when we did because they were not at war. The majority 
of opinion down there amongst their officials and advisers had been in favour 
of the selective system but when they saw how the system in Canada was 
working, and how difficult the selective system was, they felt that our system 
was the right one. When you start price control it ‘must be over-all and must 
include wages and salaries but on the way out it can be a selective retreat if 
you assume that the retreat will not take too long, because the selective system 
will not last long. 

Q. I have one more question which I think will be my final one. This 
question is not pointed in any particular direction but I want to get this very 
clear. From the evidence that has been given by Mr. Towers would it be 
correct to assume that regardless of whether it is desirable or not, a system 
of direct price control is the only way of controlling prices in the long run? 
That is, the policy followed by the Bank of Canada has not produced any — 
appreciable results.to date?—-A. I would not say that. I would say that had 
monetary and fiscal policy not worked well during and since the war we 
would have ha@ a far higher price level. ; 

Q. There is samethine missing then because I think the whole tone of the. 
evidence is to the effect that the advice given by the Bank of Canada to’the 
chartered banks has not yet had any results? In other words, the results are not 
appreciable enough to be seen at the present time?—A. We were speaking about 
getting prices down from the levels at which they rest today. Consumer goods’ | 
prices and all price levels are affected very much by price levels in other coun-— 
tries. The capital development program probably has given our prices in certain 
areas a bit of an upward push through striving to do more than manpower and 
material could manage. Therefore it is suggested that what has been possible 
in a monetary sense was perhaps a moderate contribution towards stability. 
If one wants to look at the other side of the medal and inquire whether by reason” 
of a monetary or fiscal policy of another kind we might have had a far higher 
price level, I would give an unequivocal answer—yes. That is still true. In other 
words, if the committee was thinking of the reverse of what it is actually trying 
to do today, and if the command had been to get prices higher, then under existing 
conditions the task could certainly be accomplished with considerable ease. 

Q. Outside of its monetary field the Bank of Canada has made no attempil 
to influence the price situation in Canada?—A. Outside of the monetary field? 

Q. Yes?—A. Well, that is our field. : 

x 


By Mr. Kuhl: b 


Q. May I ask a question right along that line. Is there any harm in a high 
level of prices provided that level prevails throughout the whole price structure? 
If the price of primary products, secondary products, and all prices are generally 
in line is there any harm?—A. If everything is in balance then the harm lies i 
the fact that compared with the starting point of lower prices people’s sing 
have been materially cut. The value of their savings has been reduced. 

Q. Therefore a possible remedy may lie in the field of either recta 
of existing income or raising the income of people in the lower brackets? 
A. When you suggest things were in balance that assumes that incomes havi 
gone up appropriately. That is what the balance would mean, but it does mean | 
that past savings in the form of insurance, bank deposits and so on, which our 
people have accumulated against old age, would represent distinctly less 
purchasing power than those savings did represent before. 
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Q. Starting with the premise that prices and incomes are in line there 


_ would be no advantage in applying price controls? The controls would have to 


reduce prices all the way along the line and therefore there would be no benefit 


_ in applying price controls as far as levelling off prices are concerned?—A. I think 
_ the discussion on price control is a bit theoretical, particularly if you assume 
_ price control is going to bring prices down a lot. What was done in October of 


_ 1941 was to prevent prices from going up and the number of prices brought down 
_ was very, very small. 


Q. If an attempt was made to bring prices down it would have to be directed 


_ towards consumer goods, primary products, secondary products and so on?— 


A. Yes, and wages and everything else. 
Q. Yes, so therefore the suggestion, generally speaking, would not be any 


_ ‘better after price controls than before?—A. Assuming price controls did bring 
_ prices down by reason of controls on wages and everything else, then one has 


Kk Woe eee ea 


restored somewhat the value of people’s savings but incidentally, the type of 


_ thing you mention has never been done at any time in any country in the world. 


Q. Furthermore, is it not also true that price coytrols or regimentation of 
that nature in peacetime has a tendency to reduce production rather than to 
increase it?—A. I would think so because you are trying to run everyone’s 
business by remote control. 


Mr. Fiemine: So many people associate price ceilings as we had them with 


the idea of low prices, but had the price ceiling structure been maintained 


instead of being withdrawn from many commodities when it was, having regard 
_to the upward pressures against price structure and prices, would those ceilings 


‘not have had to be substantially increased? 


r 


"i 
| 
} 


The Witness: Undoubtedly. 


The Cuamrman: Mr. Thatcher agrees with that. 


Mr. Maypank: Yes, he agrees with it. 


By Mr. Zaplitny: 


_  Q. One or two questions which follow out of the discussion. I think there 
Is a lot of misconception about what is involved in the term “price control”, at 


_ Teast in the way in which I was talking about it. It is not a matter of rolling 
_ back prices or the setting of ceilings. What I was trying to point is that it was 


going to control prices, which means bringing them into proper relationship with 
each other; and I was asking whether he thought the only way of doing it was 
by direct control of prices, not necessarily rolling them back in toto or placing 
ceilings on them. A ceiling by itself does not mean anything. What we are 
talking about is bringing about proper relationship; and, is the only way you 
ean do that by taking direct action?—A. You are speaking there, as I under- 
‘Stand it, of price relationships, the one to the other, more than on the question 
of levels? 

Q. That is right—A. I do not think either fiscal policy or direct controls 
can do that. I think that these price relationships, one thing to another and go 
on, are established in the market place and by demand and supply. 

__ Q. Oh well, Mr. Chairman, I am sure Mr. Towers will revise his opinion a 
little bit. He will recall the large volume of legislation we now have on our 
Statute books dealing with price relationships; the Wheat Board and so on. All 
of these forms of regulation have to do with the setting of prices which are not 
tied in to the law of supply and demand. In other words, there has been action 


‘Ships. That is my understanding of price control, bringing prices into proper 
Telationships, which does not necessarily involve rolling them back, does not 
hecessarily involve keeping them from going up. In some cases it might be 
Recessary to let them rise, in other cases to bring them down, but at all times 
e 


| already taken to an extent by legislation to try and bring about price relation- 
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try to have them in proper relationship —A. If you did that in the case of a 
few things by law, parliament which is sovereign, says just what the price of a — 
thing should be; and if other countries or other people do not agree with that— 
for instance, in places where our law does not run—the Treasury would make ~ 
up the difference. It would be a rather impossible situation if the law was to 

try to do that in respect to all commodities, wouldn’t it? 


By Mr. Harkness: | 
Q. Is not what you are doing in that case setting a price by legislation or | 
executive order for the advantage of one group as against another, or to the — 
disadvantage of another group instead of letting your natural law of supply ~ 
and demand set the price in the market? In that case you are putting an | 
artificial price on which is to the advantage of a particular scheme of control — 
and to the disadvantage of another scheme.—A. Well, if it is done in that way 
it is on the basis that a majority of the people in a country wish to see that 
take splace. 4 
- Q. It might be that.people who have to have a political majority might 4 
wish to have it take place, but the basic factor would still remain unchanged; | 
that you are setting a price which is to the advantage of some people and to — 
the disadvantage of others.—A. As a citizen if I see a law passed I respect it 
without questioning it too much. 
Mr. MaysBanx: Would it not really mean this, that granting this term of — 
socialist superiority there would not be a disadvantage for some and an 
advantage for others. You grant the socialist superiority, governmentally and _ 
morally, and then it could not possibly be of advantage to one and of disad-— 
vantage to another. That would be a contradiction of terms, would it not. F 

Mr. Harkness: Well, we have a situation right now, have we not, where 
the price of wheat and cattle and pigs and so forth is held at a certain level just 
to give an advantage to the general consumer, and certainly it is a disadvantage 
to the farmer. ; 

Mr. Mayank: Yes, that is the case today. 

Mr. Harkness: That is the case; there is no question about it. ; 

Mr. ZApuirny: That does not bring in the exact point T had in mind. Today 
we have legislation with respect to certain commodities to fix a certain price as” 
a target; or, a certain series of targets. If that is proper and desirable in one- 
field then in order to keep the relationship of prices right one could hardly then 
leave the other fields to be determined by the so-called law of supply and demand; 
which, incidentally, is more artificial than prices set by legislation, as has been 
proven in this committee. 4 

Mr. Maypank: Is that evidence? 

Mr. Winters: I do not agree with that at all. 

Mr. Maysank: The witness should be sworn. 

The CHarrMan: He is entitled to make his comment on the evidence. ’ 

The Wirness: Well, I know there are conflicting views on this point. There 
are some who would argue that two drinks of rye are all right but few people 
would argue that a dozen were. 9 

Mr. Harkness: We are getting on to a different kind of rye now. 

The Witness: Yes. 

Mr. Zapirrny: One question on which I think we can agree is that it 18 
possible and desirable to legislate prices on certain commodities; and, that being” 
so, it is equally possible and equally desirable to do it on other things. ; 

The Witness: No, that is what I do not believe; hence, my analogy W 
rye; because it would then mean you were trying to determine the exact extemt 
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of the reward for each individual in the country, what the charges for his 
services would be and what would be the charges for the things he buys. 

Mr. Kunt: Would that not imply the need for creating a superman? 

Mr. Maysank: Or a polit bureau. This is unanimity of evidence. 

The Cuarrman: Are there any other questions? 

Mr. Fiemrna: There is a matter I would like to bring up, if you are 
through with Mr. Towers. I will be very brief about it. I raised the same 
question a month ago and my motion was rejected; but I would like to bring 
the same matter to the attention of the committee at this time. 

The Cuatrman: Mr, Fleming, I suggest to you that that is a question of 
procedure. 

Mr. Fieminea: It is not a matter of procedure, Mr. Chairman. 

The Cuairman: You agreed at the last meeting of the steering committee, 
and as a member of the steering committee, that that is the place to bring this 
matter up for discussion. I think we were all agreed among ourselves as to that. 
I do not know what you have in mind, but I think the proper place to bring it up 
is in the steering committee. : 

Mr. Ftemine: May I make my motion, Mr. Chairman? We discussed the 
‘matter in the open committee the last time it was raised. 

The Cuarrman: I can do no more than suggest what the practice is. If you 
feel in spite of that you wish to do it, I have no power to stop you. 

Mr. Maypanx: Mr. Chairman, on a point of order, I submit that the 
motion would not be receivable until it has been submitted to the steering 
committee for consideration. 
| The CuarrMan: The motion has not even been heard yet. 

f Mr. Maysank: It goes without that. 
: Mr. Fiemine: I want the committee to report now on what it has done to 
date. 

The CuatrMan: If that is the case then I suggest to you as a member of 
this committee and also as a member of the steering committee, that the place 
to discuss that is in the steering committee. While I have no power to compel 
you to do that, I certainly ask you to observe that rule. 


_ Mr. Fremine: Mr. Chairman, you will recall that the steering committee 
met for one purpose the other day. I touched on the question there but the 
Matter was not disposed of finally. I stated my point but there was not oppor- 
tunity for further discussion of it. If the committee choose to refer the motion 
to the steering committee, that is the committee’s responsibility. I think we 
have to have the question settled one way or the other. If the committee wish 
to refer it to the steering committee then that is up to the committee, but I 
would like to put my motion, if I may: 
I would move: 5 
That this committee, having sat for three and one-half months, and 
having completed its investigation into prices of bread, butter, meat and 
fresh fruits and vegetables, as well as having considered broadly the 
question of the causes of the rise in the cost of living, do now report to 
the House of Commons on its investigations to date, and its findings 
thereon, while continuing its further investigations. 


- 


Mr. Maypanx: I would move in amendment that the motion be referred 


to the steering committee, or to an executive session of the main committee. 
Aes 
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Mr. McGrecor: I will second that motion. As far as the steering com- | 
mittee is concerned, I do not think it has any control over this committee. This | 
is the real committee, and I do not think the steering committee has any control - 
over this committee; therefore, I would second this motion. } 

Mr. Maypanx: May I change my amendment to an executive session of 
this committee. . 

The Carman: Do you agree to that? The amendment to the motion, 
which Mr. Fleming brings to our attention, is that Mr. Fleming’s motion be - 
referred to an executive session of the committee. . 

Mr. Fieminc: May I ask before you put that amendment if we may have. 
an: executive session now? | 

The CuairMAN: We can call it right away. 

Mr. Fiemrinc: Then I am quite agreeable to that. . 

The CuairMAN: All right. I take it that it is agreed we will have a 
executive session forthwith. (Agreed). ‘There will now be an executive session 
of the committee. . 


ow eee ae 


The committee adjourned. 
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MINUTES OF PROCEEDINGS 


TurspAy, June 1, 1948. 


__ The Special Committee on Prices met at 11.00 a.m., the Vice-Chairman, 
Mr. Maybank, presiding. 


__ Members present: Messrs. Beaudry, Fleming, Harkness, Lesage, Maybank 
Pinard, Thatcher, Winters, Zaplitny. 


Mr. H. A. Dyde, K.C., and Mr. Fabio Monet, K.C., Counsel to the Com- 
mittee, in attendance. 


) 


__ On the occasion of the opening of the Committee’s inquiry into Textiles, the 
Chairman suggested, and the Committee agreed, that this afternoon’s sitting 
take the form of an Executive Session in order to confer with Counsel and 
Accountants, and to discuss other matters which the Committee may feel advis- 
able to deal with. 

Mr. Maurice Samson, C.A., of Chartré, Samson, Beauvais, Gauthier & Cie., 
Quebec, was called, sworn and examined. He read into the record a general 
Report to the Committee on the scope of the inquires made to date by Account- 
ants in the textile industry. 


| x Mr. E. H. Knight, C.A., of Knight & Trudel, Quebec, was called, sworn 
and examined. He read into the record introductory Report “A” on the scope 
of the inquiry. He filed, 


__ Exhibit No. 121—Copy of questionnaires sent to companies in the textile 
industry by Knight & Trudel, Chartered Accountants. (See Appendix “A” to 
‘hs day’s Proceedings). 
Exhibit No. 122—Copy of letters and questionnaires sent to a number of 
sompanies in the textile industry, by Counsel to the Committee. (See Appendix 
‘B” to 'this day’s Proceedings). 

ia Mr. Knight also read into the record Accountants’ Report “B”, being infor- 


nation returned by companies primarily engaged in the manufacture of cotton 
yarn and cloth. 


On motion of Mr. Thatcher, 


_ Resolved,—That the companies from whom no answers to the questionnaire 
vere received, be requested by wire to submit such answers. 


_ _At 1.00 p.m. witnesses retired and the Committee adjourned to meet again 
a Executive Session at 4.00 p.m. this day, and in public session on Wednesday, 
une 2, at 4.00 p.m. 


q 


R. ARSENAULT, 
Clerk of ‘the Committee. 
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; MINUTES OF EVIDENCE 


Housr or Commons, 
June 1, 1948. 


The Special Committee on Prices met this day at 11.00 a.m. The Vice- 
Chairman, Mr. R. Maybank, presided. 


The Vicr-CHatrman: I see a quorum, gentlemen. 


; Gentlemen, you know there is a great deal of information to be laid before 
the committee which has been collected in part by the secretariat and it will form 
the basis of most of the questioning and the idea has occurred to me that in order 
for the committee to be more fully informed about the material which will be the 
subject matter of examination and thus to have the information then probably 
with reference to the course to be taken, a special session with the secretariat, an 
executive session, would tbe in the interests of us all. I have talked it over with 
counsel and Mr. Wilson and they seem to be in the same view, that it would 
advance matters more quickly if we were to do that. My suggestion is not that 
we do this at this morning’s session because we have a great many people here 
who were called here for this morning just to ask them to walk away from the 
building would not be very good, and it is not necessary for the purpose which 
Thave in mind, but rather the afternoon session may be turned into an executive 
Session and also there might at the same time be a couple of other matters come 
up at the executive session, such as always does. What I am actually proposing, 
if you think these views are sound, is that we turn the afternoon session into an 
executive session. What do you think of that? 

~ Some Hon. Memprrs: Agreed. 

_ The Vicre-CuHarrman: Is there general agreement on that? 

_ Some Hon. Memners: Agreed. 
The Vicz-CHairman: Then it is understood that our meeting at 4 o’clock 
will take the form of an executive session. 
_ Mr. Tuarcunr: I was wondering, Mr. Chairman, if there is any significance 
in the fact that both Mr. Monet and Mr. Dyde are here. Does that mean that 
Mr. Monet is not going to be looking after anything else except textiles? 
__ Mr. Dype: That is its significance. 
__ The Vicr-Cuairman: I thought it was because they had worked together on 
‘his matter. 
Mr. Tuarcuer: Did they work together on textiles throughout? 
__ Mr. Dyve: Not completely so. 


Mr. Moner: Mr. Dyde looked after certain sections of it and I will be look- 
ng after other sections. 


__ Mr, Tuarcuer: I was just wondering what the significance of their both 
‘Ppearing together might be. 

The Vicn-Cuarrman: I am suggesting that you do not follow it now but that 
(ou take it up this afternoon at the executive session and that we now go on with 
he witnesses whom we have here. In that way we will save quite a little time, 
‘nd if you will just hold that question until this afternoon, 

Mr. Tuarcuer: All right. 

_ The Vice-CHatrMan: Now, Mr. Dyde, are you prepared to proceed? 
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Mr. Dype: Mr. Chairman, as you will recall, there was discussion as to thd 
plan that we were to follow some time ago, and the examination into this par- 
ticular field follows a somewhat different procedure from those that have taken 
r that among other reasons that I feel an executive 
session would be useful. The services of Mr. Maurice Samson, a chartered 
accountant, were retained, and he was requested to conduct an examination in 
accordance with instructions which were given to him by this committee throu 
its chairman. As Mr. Samson will tell us shortly, he with his associates, Mr. G. 
H. Knight, of Messrs. Knight and Trudel, chartered accountants, has been im 
direct charge of the work; and I propose generally at this moment to say that the 
procedure will follow this plan, approximately: You will hear evidence this morn- 
ing from Mr. Samson and then from Mr. Knight, the chartered accountants; and 
this evidence will take the form of a series of reports. The evidence and the 
reports will be divided, and subject to what may be considered wise, this division 
4s between the three main heads of the textile industry; namely, cotton, in the 
first place, artificial silk and nylon in the second place, and wool in the thir 
place. My recommendation, which will be repeated this afternoon if necessary 
is that we proceed as far as possible on the basis of commodity by commodity ii 
accordance with our previous practice and that we tackle the primary cottor 
industry first and then following Mr. Knight’s evidence I would propose to hav 
certain material put before the committee in the way of statistical data, and « 
have certain witnesses of the Wartime Prices and Trade Board and of the 
Commodity Stabilization Corporation to come and give the committee certail 
information; and then, at the same time the committee will be in a position t 
invite witnesses from the industry itself. In the meantime, that will unfold itsel 
for this morning, Mr. Chairman, and I suggest that we can spend our time use 
fully this morning in hearing the report by Mr. Samson and getting started 01 
Mr. Knight’s report. I would like to distribute Mr. Samson’s report before askin 
him to read it. 4 
The Vice-CHairMAN: Now, Mr. Dyde, have the press been supplied wit 

7 


anything? 
Mr. Dype: No. . B 
The Vice-CHAIRMAN: Are there a sufficient number of these copies for th 


various papers? 
Mr. Dypn: Yes, there are, Mr. Chairman. 


place previously. It is fo 


° 
—— 


3 
a 


Maurice Samson, C.A., Chartré, Samson, Beauvais, Gauthier & Cie 
Quebec, called and sworn: eS 


By Mr. Dyde: Va 
Q. Mr. Samson, would you give the committee your address, please?! 
134 Park Avenue, Quebec City. - 
Q. That is your private address?—A. Yes. 3 

Q. Your profession is?-—A. Chartered accountant. 
Q. You have prepared a report for the committee which you are now j 
a position to read, are you not, Mr. Samson?—A. I am ready to read the lett 
being the introduction to the report. It reads as follows: .. 
QursBec, May 22, 1948. _ 
House of Commons, 4 
Special Committee on Prices, 3 
Ottawa, Ontario. = 
Gentlemen:—On March 30, 1948, I received a letter from your Cor 
mittee authorizing me to act on your behalf as follows: 4 
(1) To receive, summarize and report on questionnaires t | 
sent out by the Committee and completed by companies pte 
the manufacture of textile products. 
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-1946 to March 31, 1948. 
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(2) To examine the books and records of the following com- 
panies, namely: 
Dominion Textile Company Limited 
Canadian Cottons Limited 
The Wabasso Cotton Company Limited 
Courtaulds (Canada) Limited 
Canadian Celanese Limited 
Bruck Mills Limited 
Dominion Woollens & Worsteds, Limited 
Ayers Limited 
Paton Manufacturing Company Limited 
Canadian Industries Limited—Nylon Division 


(3) To examine the books and records of such other companies 


engaged in the manufacture of textile products as counsel for the 
committee may direct. 


(4) To report to the committee on your examination of each 
company’s questionnaire and records. 


Due to the extensive field to be covered and the importance of sub- 
mitting the final report on time, I considered it expedient to associate 
myself with Mr. E. H. Knight, C.A., for the purpose of this enquiry. Mr. 
Knight has been in charge of the investigation and will submit the report 
covering the enquiry over his signature; he will be pleased to furnish any 
information or explanations that you may require. 


Immediately on receipt of your letter we, in collaboration with your 
committee’s counsel and accountant, prepared a preliminary questionnaire 
which was sent to manufacturers of cotton yarn and cloth, woollen eloth 
and artificial silk and nylon. A more detailed special preliminary ques- 
tionnaire was also prepared and sent to the ten companies mentioned in 
paragraph 2 of your letter. Two additional companies, namely: 


The Montreal Cottons Limited and 
Drummondville Cotton Company Limited, 


subsidiaries of Dominion Textile Company Limited, were added by 
counsel under paragraph 3 of your instructions, as a consolidation with 
the parent company was not considered feasible. 


The questionnaires required each company to submit figures on 
an annual basis for the 12 consecutive years from 1936 to 1947 inclusive, 
and on a monthly basis for the 27 consecutive months from January 1, 


Each of the 12 specially named companies referred to above was 
visited in accordance with your instructions and replies to the special 


preliminary questionnaire were compared in each case with the company’s 
records. 


Annual figures were verified by reference to the annual statements 
signed by the shareholders’ auditors. In those instances where annual 
figures were not detailed in these audited statements, they were compared 
either with the companies’ accounting records or internal reports. 

We satisfied ourselves as to the accuracy of the interim returns filed 
by the reporting companies, 

We investigated the method used to compute the finished goods inven- 
tories in terms of quantities and the figures reported were reconciled for 
a number of periods, with the inventory records of each company. 


We studied the methods and tested the figures used by each company 


in establishing the unit cost prices reported in the special preliminary 
questionnaire. 
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A letter signed by the chief executive officer and the chief accounting 
officer certifying the accuracy of the figures submitted was obtained from | 
each company. 

In summarizing the information returned by the reporting companies, 
five separate submissions have been prepared. These will be submitted — 
under the following titles: 


Report “A”:—Introductory report on the scope of the enquiry. ‘ 
Report “B”:—Report of information returned by companies primarily © 
engaged in the manufacture of cotton yarn and cloth. " 


Report “C”:—Report of information returned by companies primarily 
engaged in the manufacture of woollen cloth. e 
Report “D”:—Report of information returned by companies primarily © 


engaged in the manufacture of artificial silk and nylon. :| 


Report “E”:—Summary report of information returned by companies — 
primarily engaged in the manufacture of cotton yarn and cloth, 


woollen cloth and artificial silk and nylon. Z 
i Respectfully submitted, 
MAURICE SAMSON, & 


Chartered Accountant. 


Mr. THarcuer: There is just one question I would like to ask before Mr, 
Samson goes on; maybe Mr. Dyde would answer it. How were these companies” 
picked out as the ones to be brought before the committee as representative in 
this field? - 

Mr. Dype: That will be referred to in the report by Mr. Knight. 

Mr. THatcHeEr: I see. 4 

The Vicu-CuatrMan: I imagine there would not be any questions at this 
stage; of course, he will be here— % 

Mr. Dype: He will be available, and Mr. Knight as well. a 


The Vice-CuamrMan: Mr. Knight will deal with this factual material in this 
matter. Mr. Knight is sworn also? 


Mr. DypeE: I will now call Mr. Knight. | 


E. Harry Knight, C.A., 17 Peter Avenue, Pointe Claire, Quebec, called 


and sworn. A 
z 


By Mr. Dyde: ay 
Q. While copies of this report are being distributed, Mr. Knight, would you 


give the committee, please, your home address?—A. 17 Peter Avenue, Point 
Claire, Quebec. | 

Q. Your occupation is chartered accountant?—A. Yes. 4 

The Vicr-Cuamman: Gentlemen, this introductory report which is in front 
of you as you will see is something which can be quite easily printed, and the 
same thing applies with reference to report “B”, which is the one to follow which 
gives special information and guidance. I understand from Mr. Knight that a 
similar remark could be made respecting reports “C”’, “LD” and “E”. So may we 
decide now that these several reports will be printed in the record as though 
read in their entirety at the time they are brought before us. Is that agreed? 


Some Hon. Mempers: Agreed. 
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; By Mr. Dyde: ’ 
Q. Mr. Knight, would you proceed to read your report?—A.- Yes, sir. It 


reads:- — 
» Report “A” 


Special Committee on Prices, 
House of Commons, 
Ottawa, Canada. 


GENTLEMEN :—This report deals with the scope of the present enquiry 
into the primary textile industry of Canada. 
: In order to obtain the information required, two forms of question- 
; “naires were prepared, one, known as the “Special Preliminary Question- 
naire”, filed as Exhibit 1, being sent to the ten large companies specially 
mentioned in paragraph 2 of your letter and also to the two other 
companies which were added by Counsel. 


Mr. Dypre: Excuse me, Mr. Knight. At that point, Mr. Chairman, we are 
able to produce the actual blank questionnaire. I had felt that it was not 
necessary to have this reproduced in numerous copies because the reports them- 
selves indicate completely what the questionnaire was. Now I think I would . 
like further to produce the blank questionnaire so that as a matter of record it 
would be in the proceedings in case anybody did want to check back and find 
out the exact form of the questionnaire. Would that be satisfactory? 
} The Vice-CHarrMAN: I think we can take care of that if we alt put it in 
as an exhibit. ° 
Mr. Dyve: That will be Exhibit 121. 
The Vicn-CHaArrMAN: That will be printed in our proceedings of today as an 
- appendix to this report. 
Mr. Dypr: Proceed, Mr. Knight, please. : 
_. The Wrrness: A more restricted questionnaire, known as the ‘Preliminary 
Questionnaire”, filed as Exhibit 2, was prepared and sent to 141 companies, 
including the twelve special companies referred to above. Exhibits 1 and 2 
contain copies of the correspondence that went with the questionnaires. 
Mr. Dypr: And you are now able to produce your Exhibit 2, which becomes 
— Exhibit 122. 
The Vich-CHAIRMAN: That will be printed as an appendix in the same way. 


A dad ee 


| The Witness: The Preliminary Questionnaire was first sent to Companies 
listed by the Dominion Bureau of Statistics in their 1945 Census of Industry 
Reports as being manufacturers of cotton yarn and cloth, woollen cloth and 
artificial silk and nylon. 
‘Thesex companies numbered. 1.5 pari. ee asa eka a eonas 136 
Add: Other companies circularized by request of Counsel. 5 


141 


Mr. Dypr: Excuse me, Exhibit 3 is in the report here so that it does not 
need to be identified as an exhibit. 


(Discussion off the record) 


Mr. THatcHER: There is one point on which I am not clear. These com- 
panies listed at the back whom you circularized; will they appear before the 
committee at all? Will they be asked to appear? 

; Mr. Dyne: I would again like to postpone consideration of that until the 


_ meeting this afternoon. 


j 
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The Vicn-CHAIRMAN: That procedure has not been definitely settled, as to 
just who might be called. There are several things concerned in that that had 
to be decided, and decided by us; and it was partly in my mind when I suggested 
the executive session this afternoon; I say, partly in my mind then. These points 
are things we will have to settle. 


Mr. Dype: Yes, Mr. Knight. 
The WITNESS: 


Deduct: Companies excused by Counsel for reasons detailed 
Oak POR S At ou a Ree OS oe oe Fe es see ee 22 


Deduct: Companies which have failed to report or which had not 
reported fully .by: May? 71948... pies c<2 ek Dea ke 21 


Total number of companies included in the statistical data of the __ ; 
TIAOTES AES asc ay: Fhe, etdde O18 Wk ee wie As em Sine Nee es Ieee ae 


Names and addresses of the companies circularized, divided into groups, as — 
indicated in the foregoing summary, are submitted as Exhibit 3, and also 
incorporated at the end of this report. ; 

Mr. Dype: Excuse me, Mr. Knight, if I might break in again. If members — 
of the committee will look at the last page of this report you will find the names ; 
of the companies which have failed to report or which have not reported in full — 
by May 7. Now, Mr. Knight, I think since this report was actually written by 
you some of these companies on that list on the last page have in fact reported, — 
and I think we should now stop and make sure that these are marked on our — 
copies so that we know that there are companies which have reported although — 
their reports came in after May 7. Would you indicate please the names of 7 
the companies which have reported since you wrote your report? 3 

The Witness: Yes, sir. Canadian Silk Textiles Registered, J. G. Field & Son — 
Limited, Grand Valley Textiles, Huntingdon Woollen Mills Limited, J. Lewis” 
and Sons Limited, L. & L. Textiles Limited and Seneca Weavers Limited. 


The Vice-Cuairman: And there is a matter there which normally I would 
suggest be left over for this afternoon, but this afternoon is not a public meeting — 
and some notice of this may well have to go out to the public if this question © 
is raised. The question in my mind is as to why these companies did not report, — 
and did they have a sufficient reason for not reporting; and whether they might ‘ 
be specially and immediately summoned to come here and state why they have 
not reported. If there is anything in the nature of contempt on the part of — 
any of these companies then it should be dealt with by this committee immedi- — 
ately. Again, I do not know whether there is sufficient excuse for them not — 
having complied with the request; but, if there is not, then it seems to me this _ 
committee should take some action against them. At any rate, I am offering © 
that to you for consideration now in public meeting in the hope that these 
views will get publicity the more quickly and perhaps be seen by these 
organizations. f 

Mr. THatcuer: Mr. Chairman, who would pay their expenses if they came 
down here under those circumstances; would the committee pay them or would — 
they pay them themselves? = 


’ a 
The Vicr-CuHainman: We perhaps should consider that in the meeting this 
afternoon. ; 7 


Mr. TuHarcuer: I suggest that we summons them immediately and give 
them three days to get their replies in. 


Mr. Winters: And have them state the reasons why they have not complied. — 
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The Vicu-CuHairMan: There may be sufficient reasons to excuse the delay; 
on the other hand, there may not. 

Mr. TuHatcuer: In any event, they should have notified the committee. 

Mr. Winters: They should have all been in by now.: 

The Vicr-CHairMAN: Again, as I said, there may be good reasons for the 
report replies not having been sent in, and there may not. 

Mr. Zapuirny: Could we have the date on which they were notified they 
were to report, the date on which the questionnaire was sent to them? Was 
it all done at the same time or were they staggered? 

Mr. Dype: We can check on that, although the letters must have been 
fairly close together. 


Mr. Prnarp: Was there just one letter sent? : 


Mr. Dypre: No. When the letter first went out a date was given at which 
replies were to be in. I have been able to check up the date at which the letter 
went out and it was April 1, the day following the day on which the committee 
instructed counsel to proceed; and then, on a later date, which I have not before 
me at the moment; it later was found that the material was not returned and 
another letter was sent asking them to send the information at once. The first 
letter that went out, that is the letter of April 1, asked for the information by 


the 15th of April, and it was some time shortly after that that the second 


letter was dispatched asking them for replies; and so far as I know, and Mr. 
Knight has checked with me on this just now, there has been no response from 
the fourteen companies on the back page. 

Mr. THatrcHer: I would move, seconded by Mr. Zaplitny, that we send. a 
wire or telegram immediately to these companies asking them either to let us 
have the information within say three days or reasons why they cannot give it. 
If three days is not satisfactory you could change that, but I think immediate 
action should be taken. 

The VicE-CHAIRMAN: Mr. Thatcher, may I just make this suggestion to 
you; it would be a slight variation; that your motion respecting the telegram go 


_ without actually preparing the wording of it. The reason I have in mind there 


for that is that it might be if you sat down to draft a wire you would not do it 


in precisely those words, you might do it a little differently; you would do it 
whatever way you thought would be most effective. What would you think of 
simply saying that these firms be immediately telegraphed on this point and that 
the chairman do this during the noon adjournment, and that the chairman take 
advice of a couple of members for the wording of it rather than the actual draft 
wording appearing in your motion. 
Mr. TuHatcuer: All right, I will change my motion. 
The Vicr-CHairMAN: Which is simply that a wire of demand be immediately 


sent? 


Mr. TuHatrcHer: Right. 
The Vice-CuHarrman: Then, if you leave it to the chairman I would ask that 


_ Mr. Winters and yourself advise with me on the form of the wire. 
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Mr. Zapitirny: Apart from that, have we any information as to what 
volume of business is done by these companies? It might have occurred to some 
of these people that they consider themselves so small that they withheld answers 


for that reason. That might not be a good ground but it may be a reason. 


The VicE-CHAIRMAN: That is possible, yes. But all the motion asks is that 
a telegram, which I have called a telegram of demand, should go during the noon 
hour; and I think that the three of us will work out the wording that will be felt 


_ by most of the committee, in fact by all of the committee, to be satisfactory. 


‘“ 
x 


+ Mr. Tuatcuer: There is one other word maybe; I would like— 


4g 


so 
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The Vicr-CHaAIRMAN: Just a moment now. That is the motion, gentlemen; — 


that a telegram be sent. Is there any further comment? 

Carried. 

Mr. Tuatcuer: There is one very simple question— 

The Vicr-CHairMAN: Wait just a moment, please. 

Mr. Lesace: Mr. Chairman, just a point with regard to the telegram. I do 
not know just what the phraseology of it will be but I was going to suggest that 
you incorporate in it a clear statement that failure to comply would be construed 
as contempt. 


The Vick-CHaIRMAN: You will be agreeable to the committee considering 
that at 1 o’clock? We will bear in mind what you say. 


Mr. Lesace: I thought that might be important. 
The Vicke-CuarrMAN: What were you going to say, Mr. Thatcher? 


Mr. THAtcHuER: There is just one more question on this list of companies 
that you have here on the first page of the list. Can you tell me—I think it is 
the cotton group, the last on the page—Woods Manufacturing Company Limited, 
Montreal; is that the same company which has a plant here in Hull? 


Mr. Dyps: I do not know. I will find out. 
The Vice-CHairMAN: Proceed now, Mr. Knight. 


Mr. Dypr: Mr. Knight, we are now at the top of page 2, and your first 
paragraph indicates that questionnaires have been returned by twelve special 
companies, and you suggest in that paragraph that they are filed as follows. 


The Special Preliminary Questionnaires returned by the twelve special com- 

panies and correspondence related thereto are filed as follows: 
Exhibit 4:—Ayers Limited 
Exhibit 5:—Bruck Mills Limited 
Exhibit 6:—Canadian Celanese Limited 
Exhibit 7:—Canadian Cottons Limited 
Exhibit 8:—Canadian Industries Limited—Nylon Division 
Exhibit 9:—Courtaulds (Canada) Limited 
Exhibit 10:—Dominion Textile Company Limited 
Exhibit 11:—Dominion Woollens & Worsteds, Limited 
Exhibit 12:—Drummondville Cotton Company Limited 
Exhibit 13:—Paton Manufacturing Company Limited 
Exhibit 14:—The Montreal Cottons Limited 
Exhibit 15:—The Wabasso Cotton Company Limited 


The Preliminary Questionnaires returned and related correspondence will 
be filed as follows: : 


Exhibit 16:—Preliminary Questionnaires filed by 22 companies in the © 


Cotton Group. 


Exhibit 17:—Preliminary Questionnaires field by 54 companies in the — 


Wool Group. 


oF ies! ee 


Exhibit 18:—Preliminary Questionnaires filed by 22 companies in the 


Artificial Silk and Nylon Group. 
Exhibit 19: —Preliminary Questionnaires returned by companies vie 
were either late in filing or which filed incomplete returns. 


ae : 
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~ Mr. Chairman, I am breaking in to Mr. Knight’s reading of this report, and I 


may say with his concurrence, to make a remark or two at this point; and, again 
it may be a matter which you will wish to discuss and it may be a matter 
which you will wish to discuss this afternoon. I had planned to deal with the 
primary cotton industry first and my recommendation really is that these reports 
which have been sent in by the companies should not be produced at this 
moment; and my reasons for making that suggestion and recommendation are 
that if these are produced at this moment, it is quite a mass of material and it 
would put us off consideration of Mr. Knight’s analysis of that material; so that 
I suggest for clarity and for ease in procedure that we do not put these reports 
in at this moment but that we permit Mr. Knight to proceed with his analysis of 
the material, following which of course the officers of these companies will come 
forward, and just as we have done in the past, their material will be available 
then. My reason for that suggestion is for the purpose of attempting to make a 
fairly complicated study so much easier for us. 

The Vicn-CHarrMan: Shall we follow that procedure, gentlemen? 

Some Hon. Mempers: Agreed. 


Mr. Dype: Then I have some remarks to make with regard to the paragraph 
a little lower down on the page in connection with the preliminary questionnaires. 
T would like at least to postpone that matter because I can see that the com- 
mittee will finally agree that if the vast mass of material was obtained from 
all the smaller companies would be far too great for the committee to go 
through. In view of the work that our chartered accountant, the witness, has 
done on them I am going to make the same suggestion, at any rate for the 
moment, that we do not produce them until we have had generally a look over 
these reports of Mr. Knight’s. I think perhaps that we should go on to the 
lower part of page 2, continue with the paragraph beginning, “the preliminary 
questionnaire—” 

The Preliminary Questionnaire called for information to be supplied on an 


_ annual basis and again on a monthly basis. Schedule “B” of the Questionnaire 
_ called in part for the following: 


1.—Sales of cotton yarns and fabrics: 

2—Sales of woollen products: 

3.—Sales of rayon and nylon yarns and fabrics: 

4.—Sales of other products: 

5.—Total Sales: 

6—Operating Income: 

7—Net Profit, after proision for taxes on income: 

From this information the returns have been divided and reported on under 
three groups, namely: cotton, wool, and artificial silk and nylon. 

The following comparative summary has been prepared for the purpose of 


showing the proportion of the primary textile industry of Canada represented 


by the 98 reporting companies. For this purpose, the number of these reporting 
companies has been compared by groups with the number of firms listed in the 
latest reports of Dominion Bureau of Statistics: 


Number of firms 


Listed by 

Dominion 

Bureau of Companies 

Statistics returning Percentage of 

(1945) Questionnaire coverage 

MEM TINID Oe cos, kets So hae tbceatet es! 23 22 96% 
BURSON ee Nac sah nate et ee es 68 54 79% 
Artificial Silk and Nylon Group .............. 28 22 79% 
Motel for the Industry ............secceseccee 119 98 82% 
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The figures shown above as reported by Dominion Bureau of. Statistics do . 


not correspond with the number of firms listed in their 1945 Census of Industry 
reports. Fifty-five names were deducted from these lists for the following 
reasons: 
(a) Subsidiary companies and mills listed individually by Dominion 
Bureau of Statistics were reported to us in consolidated form on the 
parent company’s returns. ~ 


(b) Some firms were listed by Dominion Bureau of Statistics in be 


more than one location under each group and in more than one of the three 
groups from which the mailing list for the questionnaires was prepared. 
(c) Some companies were excused by Counsel on the grounds that 
they are not, or have ceased to be, engaged in the field covered by this 
enquiry. 
Five names were added covering companies which were circularized by 
request of Counsel. 
It has been impossible to compare the coverage from the point of view of 
sales volume, as the basis for summarizing the figures reported on the question- 
naires differed from that used by Dominion Bureau of Statistics. 


By Mr. Dyde: 

Q. May I interject there just to ask you to explain why?—A. In the returns 
of the Dominion Bureau of Statistics, for example covering wool, companies are 
listed as manufacturers of woollen cloth and manufacturers of wool yarn 
separately, and consequently the sales figures reported to the Dominion Bureau 
have been consolidated under those two headings. Now, we investigated those 
that were listed as manufacturers of woollen cloth only, and when these com- 


panies replied they gave us their total production is so far as it affected the — 


woollen industry with the result that we had a little yarn and all the cloth 
and we were not therefore able to compare the dollar value of the sales reported 
to us with either the cloth or the yarn. If we compared it with the cloth we 
had 115 per cent of the Dominion Bureau figure; which is obviously wrong. It 
is for that reason, sir, that I have made that remark. 


Q. Now, Mr. Knight, would you continue with page 4, of your report?—_ 


A. Yes. 

___ As soon as the special preliminary questionnaires had been issued, the execu- 
tives of the special companies were invited to attend group meetings called for the 
main purpose of discussing uniformity of presentation of the information 


required. Mr. J. R. M. Wilson, F.C.A., your committee’s accountant, attended — 


these meetings and assisted in supplying information requested in connection with 
the enquiry. 
As the work progressed, it became evident that technical problems such as 


costing and the fixing of selling prices, price controls and subsidies, lacked uni- | 


formity even within each group of the industry. Consequently, prior to the final- 
ization of the attached reports, after consultation with counsel, it was decided to 


invite representatives of the special companies to attend group meetings called 
for the purpose of discussing these problems and gathering further information — 


that might clarify the interpretation of the factual data collected and submitted 
in the attached reports. 5 
I have obtained all the explanations that I have requested. I am now pre- 


pared to submit my report on the cotton group. This will be followed by reports — 
on the wool group and the artificial silk and nylon group. Statistics on the indus- 
try as a whole will be submitted in the final report, which will sum up the separate 


reports on each of the groups. 
Respectfully submitted, 


E. H. KNIGHT, 
Chartered Accountant. 
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S Dominion Rubber Company Limited—Textile Division, 550 Papineau Ave. 
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NAMES AND ADDRESSES OF THE COMPANIES IN THE “COTTON 
GROUP” WHICH HAVE REPLIED TO THE PRELIMINARY 
QUESTIONNAIRE 


Acadian Bobinet Co. Limited, Room 813, Sun Life Building, Montreal. 
Avalon Fabrics Limited, 500 Ontario St., Stratford, Ontario. ‘ 
Burrows Textiles, 47 Neeve Street, Guelph, Ontario. 

Caldwell Linen Mills, Limited, Iroquois, Ontario. 

Canadian Cottons Limited, 760 Victoria Square, Montreal (1). 

Cornwall and York Cotton Mills Company Limited, Saint John, N.B. 
Cosmos Imperial Mills Limited, Sherman Avenue North, Hamilton, Ontario. 
Curl Bros. Textiles (Canada), 393 Sorauren Ave., Toronto (3), Ontario. 
Dominion Fabrics Limited, Forest St. East, Dunnville, Ontario. 

Montreal. 

Dominion Textile Company Limited, 710 Victoria Square, Montreal (1). 

Drummondvile Cotton Company Limited, 710 Victoria Square, Montreal 


m1). 


Firestone Textiles Limited, Hamilton, Ontario. 

Glendale Spinning Mills Limited, Glendale Ave., North Hamilton, Ontario, 

Goodyear Cotton Co. of Canada Limited, St. Hyacinthe, Quebec. 

Powdrell & Alexander of Canada Limited, 276 Davenport Road, Toronto (5), 
Ontario. 

Stauffer-Dobbie Limited, Galt, Ontario. 

The Esmond Mills Limited, St. Charles St., Granby, Quebec. 

The Hamilton Cotton Co. Limited, 304 Mary St., Hamilton, Ontario. 

The Montreal Cottons Limited, 710 Victoria Square, Montreal. 
The Wabasso Cotton Company Limited, 768 St. Maurice St., Three Rivers, 
Quebec. 
Woods Manufacturing Company Limited, 2660 Mullins Street, Montreal. 


NAMES AND ADDRESSES OF THE COMPANIES IN THE “WOOL 
GROUP” WHICH HAVE REPLIED TO THE PRELIMINARY 
QUESTIONNAIRE 


Artex Woollens Limited, 330 Adelaide St. West, Toronto, Ontario. 

Ayers Limited, Lachute Mills (Argenteuil) Quebec. 

Barrymore Cloth Company Limited, 1179 King St. West, Toronto, Ontario. 
__ Ben Miller Woollen Mills, R.R. No. 4, Goderich, Ontario. 

Brandon Woollen Mills Co. Limited, Brandon, Manitoba. 

Collie Woollen Mills Limited, Appleton, Ontario. 

Collins & Aikman of Canada Limited, Farnham, Quebec. 
Continental Woollen Mills Limited, 680 King St. West, Toronto (1), Ontario. 
— Copp Woollen Mills Limited, Port Elgin, N.B. 

Dominion Woollens & Worsteds, Limited, Peterborough, Ontarios 

Downs Coulter & Co. (Canada) Limited, c/o Eastern Trust Company, 
Charlottetown, P.E.I. 

__ Dupont Textiles, Limited, 533 College St., Toronto, Ontario. 

Fawcett & Grant Limited, Huntingdon, Quebec. 

Geo. Pattinson & Co. Limited, Eagle Street, Preston, Ontario. 

Geo. Sheard & Co. Limited, Coaticook, Quebec. 

__ Glen Textiles Limited, 66 Fraser Avenue, Toronto, Ontario. 

__ Hield Brothers Limited, Kingston, Ontario. 

_H. Leach & Company Limited, 231 Front St. East, Toronto, Ontario, 

J. A. Humphrey & Son Limited, Box 307, Moncton, N.B. 

Kenwood Mills, Limited, Arnprior, Ontario. 
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NAMES AND ADDRESSES OF THE COMPANIES IN THE “WOOL | 
GROUP” WHICH HAVE REPLIED TO THE PRELIMINARY 
QUESTIONNAIRE—Concluded 


La Filature du Saguenay, Ltée, 10 Ave. Savard, Chicoutimi, Quebec. 
La France Textiles, Limited, Woodstock, Ontario. 
Leach Textiles Ltd., Huntingdon, Quebec. 
Lester & Burton Limited, 251 Sorauren Ave., ‘Toronto, Ontario. : 
Meaford Woollens Ltd., 201 Weston Rd., S., Toronto, Ontario. 1 
Methot & Frére Limitée, Cap Saint-Ignace, Co., Montmagny, Quebec. 
M. J. O’Brien Limited, 900 Victoria Building, 140 Wellington Street, Ottawa, 
Ontario. 
Montrose Worsted Mills Inc., 440 Ontario St. W., Montreal. 
Oxford Woollen Mills Limited, Oxford, Nova Scotia. 
Paton Manufacturing Company Limited, 710 Victoria Square, Montreal (1). 
Renfrew Textiles Limited, Stewart Street, Renfrew, Ontario. | 
Rosamond Woollen Company Limited, Almonte, Ontario. 
St Andrews Woollen Mills Limited, 660 St. Catherine St. West, Montreal. — 
St. George Woollen Mills Ltd., St. Georges de Beauce, Quebec. 
St. Johns Textile Mills Ltd., 145 Cousins St., St. Johns, Quebec. ¥ 
Slingsby Quebec Limited, 268 Grand River Ave., Brantford, Ontario. 
Tayside Textiles Limited, Perth, Ontario. | 3 
Textile Weavers Limited, Grand’Mere, Quebec. ; 
The Bird Woollen Mill Company Limited, Bracebridge, Ontario. : 
The Brock Woollen Co. of Simcoe, Limited, Simcoe, Ontario. ; 
The Campbellford Cloth Company Limited, 1179 King St. West, Toronto, 
Ontario. 
The Canada Hair Cloth Co. Limited, 198 St. Paul St., St. Catharines, Ont. @ 
The Circle-Bar Knitting Co. Ltd., Kincardine, Ontario. ‘ 
The Horn Bros. Woollen Co. Limited, 95 William St. North, Lindsay, 
Ontario. ° ‘ 
The Midland Woollen Mills Limited, 104 Richmond St. W., Toronto, Ontario. 
The Paris Wincey Mills Co. Ltd., Paris, Ontario. ; 
The Slingsby Manufacturing Co. Limited, 268 Grand River Avenue, Brant- 
ford, Ontario. pS 
The Strathroy Woollen Mills Limited, P.O. Box 190, Strathroy, Ontario. 
Thoburn Woollen Mills, Almonte, Ontario. 
Warwick Woollen Mills Limited, Warwick, Quebec. 
Watchorn & Co. Ltd., Merrickville, Ontario. ‘ 
West Coast Woollen Mills Ltd., 520 Clark Drive, Vancouver, B.C. 
Western Canada Weaving Mills Ltd., 78, E, 2nd Ave., Vancouver, B.S 
Wm. Looser & Co. Ltd., 64 Wellington St., West, Toronto, Ontario. 4 


3 


NAMES AND ADDRESSES OF THE COMPANIES IN THE “ARTIFICIAL 
SILK AND NYLON GROUP” WHICH HAVE REPLIED TO THE 2 
“PRELIMINARY QUESTIONNAIRE : 
Acton Vale Silk Mills Limited, Acton Vale, Quebec. rs 
Associated Textiles of Canada Limited, Room 800, University Tower Build- 
ing, Montreal. = 
British American Silk Mills Ltd., 1449 St. Alexander St., Montreal. nA 
Bruck Mills Limited, 460 St. Catherine St. West, Montreal. : : 
Canadian Celanese Limited, 1401 McGill College Avenue, Montreal. 
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e Canadian Industries Limited—Nylon Division, 1135 Beaver Hall Hill, 
Montreal. 
_ Coaticook Textiles Ltd., 4060 St. Lawrence Blvd., Montreal. 
_ Courtaulds (Canada) Limited, Cornwall, Ontario. 
_ Dionne Spinning Mills Co., St. George West, Beauce Co., Quebec. 
Dominion Silk Mills Limited, 2 Mark Street, Toronto, Ontario. 
Dominion Spinners Limited, 130 Gregoire St., St. Johns, Quebec. 
Fine Silk Limited, 10 St. James St. East, Montreal (1) 
_ Grout’s Ltd., Welland Ave., St. Catharines, Ontario. 
J. B. Martin Company Limited, 445 St. James Street, St. Johns, Quebec. 
_ Laurentian Silk Mills Limited, 1449 St. Alexander St., Montreal. 
Louis Roessel & Co. Limited, 1449 St. Alexander St., Montreal. 
M. E. Binz Co. Ltd., Montmagny, Quebec. 
Newlands & Co. Limited, Galt, Ontario. 
Riverside Silk Mills Limited, Galt, Ontario. 
Soieries Boell Ltée, 76A Richelieu, St-Jean, Quebec. 
Sutton Silk Mills Ltd., Sutton, Quebec. 
_ Verney Mills of Canada Ltd., Granby, Quebec. 


NAMES AND ADDRESSES OF OTHER COMPANIES CIRCULARIZED 
a BY REQUEST OF COUNSEL 


_ Ayers Limited, Lachute Mills, Argenteuil, P.Q. 

Dominion Yarns Ltd., Welland, Ontario. 

_ J. G. Field & Son Ltd., Tavistock, Ontario. . 

_ Kenwood Mills Ltd., Arnprior, Ontario. 

_ Slingsby Quebec Ltd., 268 Grand River Ave., Brantford, Ontario. 


as 


COMPANIES EXCUSED BY COUNSEL FOR REASONS INDICATED 


: Reasons 
\eme Glove Works Ltd., Joliette, P.Q.Joliette Mill represents 8 per cent of 


sales volume, all used by Acme. 
Angoras of Abercorn Ltd., 1651 Sher- 


\"Brooke St., Montreal, P.Q........... Hand weavers 
3elding Corticelli Ltd., P.O. Box 9, 
Werea PQ. Se fee ee, Do not make cotton or rayon yarns 


Janadian Homespun Reg’d., 1174 St. 

| Catherine St. W., Montreal, P.Q..... Hand weavers 
vanadian Weavercraft Co., 282 Ontario 

| Street West., Montreal, P.Q......... Hand weavers 
Jarmen Poirier Reg’d., 428 Victoria 

megeet.. Lambert, PiQ...... 2.06.9 Hand weavers 
Yominion- Thread Mills, 52 Nazareth 

| Btreet, Montreal, P.Q.............. Do not make cotton or rayon yarns 
ominion Yarns Ltd., Welland, Ontario. Not an operating company 
‘ast Broughton Woollen Mills, Ltd., 

_ East Broughton Station, Beauce Co., 

RF nds i bbs bx'e 2 hab oes be Mill destroyed by fire 
-ernhill Limited, 146 St. Thomas Street, 


GD, ee ule rns) raha Out of business 
olden Fleece Woollen Mills Ltd., 

i\Magrath, Alberta....2...0..0...0%. Out of business 
land Weavers, 816 Esquimalt Road, 

EI Pe. o's av scu ses - Hand weavers 

: 


Ca 
| sales 
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Johnson Woollen Mills Ltd., Waterville, 


LAO AVLT eae Gunes Alara gn Pare ae gastos te Hand weavers 
Le Métier, 17 Blvd. Desaulniers, St. por a ae 
ED CIE Or re eect ane ee oe eee Hand weavers ¥ 
Little Shop Inc., Pointe au Pic, P.Q.... Hand weavers j 
J. R. Moodie Co. Ltd., Hamilton, 3 
MELLON cite Re sg ela wate edt ooh Cae Cotton Spining Department figures not 
available d 
N. Poisson, 580 Victoria Street, St. ; 
Tea eUt | GQ aceon eis Rie ore es Hand weavers e 
Squier Studio, Cedar, B.C............ Hand weavers : 
Superspun Yarn Co. Ltd., Joliette, P.Q. Mill closed in 1947 . 
Talbot & Talbot, 952 Queen Street, e 
West, Toronto, Ontario............ Weavers of cotton laundry nets 
Thurso Woollen Mill, Thurso, P.Q...... Mill closed in 1947 i 
Truro Woollen Mills Ltd., Truro, N.S.Not manufacturing ‘ 


NAMES AND ADDRESSES OF COMPANIES WHICH HAVE FAILED TO 
REPORT OR WHICH HAD NOT REPORTED FULLY BY MAY 7, 1948 


Arnprior Mill Stock, Co., Murwash street, Arnprior, Ontario. : 
Aux Tissages Francais Ltée., 7260 St. Urbain St., Montreal, P.Q. 3 
Canadian Silk Textiles Reg’d., St. Hyacinthe, P.Q. 
Consolidated Textiles Ltd., St. Hyacinthe, P.Q. ie 
Cookshire Woollen Mill, Cookshire, P.Q. : 
Duplex Textiles Ltd., St. Hyacinthe, P.Q. E 
Duval & Raymond, Princeville, P.Q. i 
Fairfield & Sons Ltd., 797 Notre Dame Ave., Winnipeg, Man. : 
J. G. Field & Son Ltd., Tavistock, Ontario. i 
Grand Valley Textiles, 180 Beverley Street, Galt, Ontario. , 
Huntingdon Woollen Mills Ltd., Huntingdon, P.Q. a 
Iberville Drapery Mills, Ltd., 61, 4th Ave., Iberville, P.Q. Be 
La Filature de 1’Isle-Verte, Isle-Verte, PQ; an 
Lewis, J. & Sons Ltd., Stewiacke, N:S. i 
' LL. & L. Textiles Ltd., Magog, P.Q. . 
Maritime Textiles Ltd., 47 Inglis Street, Truro, N.S. - ae 
Paquin, M. Napoléon, St. Gabriel de Brandon, P.Q. : “- 
Seneca Weavers Ltd., 135 Main Street, Brampton, Ontario. ae 
Shefford Woollen Mills, Ltd., Granby, P.Q. 5 
Spider Looms Ltd., 3618 Kingsway, Vancouver, B.C. ee 
Trenholmville Woollen Mills, Trenholm, P.Q. i 


Mr. Dypve: Now, before closing this report, Mr. Chairman, there are thes 
pages at the back, the names of compaines who have replied and those tha 
have been excused; and I think that in view of the discussion that took plac 
a few minutes ago we should, even at the expense of a few minutes, read th 
list so that we will know exactly the names of those that have fallen into eacl 
group. It would not take long and I think it would be worth it. s = 

Mr. Tuatcuer: Mr. Chairman, I do not like to disagree with Mr. Dyde 
but it seems to me that we are wasting fifteen minutes or so in the reading of a 
names. We can all read them for ourselves. I would like to move that the, 
be taken as read and appear in the record. aes 

The Vice-CHamMAN: They have already been included in the recor 
They have been taken as read. Is that satisfactory? = 


Mr. THATCHER: Yes. 
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; The Vick-CuarrMan: Are there any comments in respect to any of these 
names? What number is that, Mr. Knight; you gave it before? 
‘The Wirness: Twenty-two. 


By the Vice-Chairman: 

Q. Are you able to say, off-hand, whether those twenty-two represent the 
major companies in the industry? Are there any of the big ones that are not 
there?—A. I believe, sir, only one of the cotton group has not replied. 

Q. Which one?—A. All of those listed in the Dominion Bureau’s returns. 

Q. Which company is that? If you do not have it available, you can 
mention it a little later?—A. Yes, sir. 

The Vice-Cuairman: Mr. Thatcher, Mr. Dyde has been able to make 
inquiries since that time you asked your question and the Woods Manufacturing 
Company which is mentioned here is the same one and has an operation, also, 
in Hull. 

Mr. Tuarcuer: It is the same? 

The Vicr-CHatrMAN: It is the same. Turning the page, gentlemen— 


Mr. Dypre: We can give the answer to the question you asked a moment 
ago, Mr. Chairman. 


By the Vice-Chairman: 
Q. The one company which did not reply in the cotton group, which one 
is that?—A. It is the Grand Valley Textile; they reported late. 
‘Q. They have a return in now?—A. Yes, sir; but they were late, too late 
to be incorporated in the returns. 
~ Q. Are they a large company?—A. I. would have to refer to their 
questionnaire. 
__Q. Perhaps the question is not important enough, if you cannot answer it 
off-hand. 
Are there any comments in respect to these woollen companies which are 
listed as having replied to the P.Q., the preliminary questionnaire? 
Mr. Tuatcuer: Did I understand Mr. Dyde to say that those are just the 
?ompanies which actually make woollen yarn? 
Mr. Dyve: Woollen cloth. 


~The Vice-Cuairman: All of these companies are what we laymen might 
vall fabric companies. The examination is a fabric examination, rather than 
in article examination, a clothing article. 


By the Vice-Chairman: 
_ Q. Was there any considerable number left out, Mr. Knight, from the 
voollens?—A. Yes, I believe there is. 
Mr. Lesace: Fourteen. - 
The Vick-CHarrMANn: Fourteen. 
Mr. Dype: Yes, some of whom may have reported since. 


The Vice-CuarrMan: You are referring to that last page in the book with 
hich we dealt a short time ago? Is that where you are getting your information? 
__ Mr. Lesace: The information is on page 3. 

By the Vice-Chairman: 

Q. Of those in the wool group, whatever ones have not reported come to 
bout 21 per cent, apparently, Mr. Knight?—A. Yes, sir. 

| Q. And, of course, all their names appear on the list here in this introductory 
port you are dealing with and it is to them it is proposed the telegram should 
Di—A. Yes, sir. 
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Mr. Dypve: Some are also in the excused list, Mr. Chairman. 

The Vice-CHAIRMAN: Yes, some might be in the excused list. What is 
the significance on the next page, of what are called other companies? These — 
have not fallen into either of the categories we have so far dealt with in this 
recent talk. Any comment to be made on that, Mr. Dyde? ¢ 

Mr. Dypre: Those were the companies which were, in fact, omitted from 
the original list and which we find it desirable to have included for one reason — 
or another. Iam not sure that the same reason holds for each of the companies. — 
It may have been an oversight and, in fact, in one case it was. “ss 

The Vice-CHAIRMAN: This is a second thought list? 

Mr. Dypve: That is right. 

The Vice-CuatrMan: Is there any comment to make upon these companies 
which counsel excused for the reasons indicated? Would you run down that 


list? 


> 2 
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Mr. Dypze: I think, Mr. Chairman, the remarks and reasons which have been i 
placed at the head of the column are of sufficient length to indicate why they were — 


excused. = 
The Vice-CuatrMAN: There are three there opposite which I notice the 
remark, “hand weavers.” I take it that is intended to indicate to us they are 
just very small organizations and an inquiry into their operations would not 
give any typical information, anyway. It that the idea? i 
Mr. Dyps: ‘That is right, sir. 
The Vicn-CHAIRMAN: There are quite a number of hand weavers. 
Mr. Dype: You will notice some of them are out of business. 
The Vice-CHaAmRMAN: Yes, one of them burned down. Then we come t0 
the last page with which we have already dealt. All right, Mr. Dyde. 
Mr. Dype: Would you mind distributing copies of report “B”, please. 


(At this point Mr. Pinard assumed the chair). z 
The Actine CHatrMaNn: We will proceed with the reading of this report 


eit 


O enpennpie 


StZ 


Poin eae 


(op. in 
Mr. Dypn: Possibly I might help the members a little on this before Mr. 
Knight starts to read. The first part of the report is a narrative and refers to 
schedules. If you look at the first page of the report, you will see references 
to schedules B1, B2, B3 and so on, which are actually in this bound volume. It 
will be necessary for you, I think, to have your marker in the page where the 
schedule actually appears at the time Mr. Knight is reading because we will be 
looking at the summary or the narrative by Mr. Knight and, at the same time. 


we may wish to look at the actual schedule. I believe that will become apparent 
as we go forward. Will you proceed, Mr. Knight, please? | 4 
The Witness: Yes, sir. ; = : 
REPORT “B” .4 


Special Committee on Prices, 
House of Commons, ; 
Ottawa, Canada. x | 
Gentlemen:—This report covers the Cotton Group of the Primary Textile 
Industry of Canada. Except where otherwise stated, this. report has been 
prepared from information derived from questionnaires submitted by companiet 
whose main business is the manufacture of cotton yarns and fabrics. =| 
Attached to this report and forming part thereof are the following schedules: 
Schedule B1:—Summary of Annual Sales and Operating Income (Cotto! 
Group), for the twelve years from 1936 to 1947 inclusive. a | 


>> 
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Schedule B2:—Annual Sales and Operating Income (Cotton Group), for 

q the twelve years from 1936 to 1947 inclusive. 

= Schedule B3:—Analysis of operations by Periods indicated, on a Sales 

Dollar Basis, for the five special companies individually (Cotton 

; Group). 

Schedule B4:—Sales by Months (Cotton Group), for the 27 months from 
January 1946 to March 1948, inclusive. 

E Schedule B5:—Analysis of Operations by Quarters of Years, on a Sales 

Dollar Basis, for the five special companies individually (Cotton 
Group). 

Schedule B6:—Finished Goods inventories expressed in Terms of Quantities, 
for the periods indicated (Cotton Group). . 

e Schedule B7:—Unit Selling Prices and Components of Cost of articles 

. reported by the five special companies (Cotton Group), as at the 

x dates indicated. 

& Schedule B8:—Capital Employed and Earnings of the five special com- 

2 panies (Cotton Group) from 1936 to 1947 inclusive. 


e These schedules are submitted in the same 
contained in this report. 


’ 
_", 


3 Mr. Dypg: May I interject a remark, Mr. 
that we would go through this fairly rapidly 
report “B” as soon as we could. Then, we will ec 
have gone through the report, if that is agreeable 
_ The Acting Cuarrman: That is agreed. 
The WIrnEss: 


sequence as the information 


Chairman? My thought was 
to get a complete picture of 
ome back to questions after we 


ve 


SCHEDULE Bl 


_ This schedule shows total sales, operating income and the percentage of 
_ Operating income to sales for the twelve years from 1936 to 1947 inclusive, for 
all reporting companies in the cotton group. 

__ Figures shown as “operating income” 
‘Income before deducting: 

(a) taxes on income ; 

ts (b) interest on borrowed money and other financial charges 

(ce) inventory reserves 

‘ (d) depreciation set up in the companies’ books in excess of the amounts 
‘a allowed by income tax authorities and 

excludes investment income and profits or losses on disposal of invest- 
ments and fixed assets. 


throughout this report represent net 


Average annual sales, for the twelve year period, of all companies in the 
cotton group, amount to $88,273,000.00, the corresponding operating income of 
-$9,857,000.00 being 11-2 per cent of the sales figure. 
| During the twelve years under review the cotton industry passed through 
three significant periods. These may be grouped as follows: 

a 1. Pre-war years—1936 to 1939 inclusive 
= 2. Pre-subsidy years—1940 to 1943 inclusive 
“s 3. Subsidy years—1944 to 1947 inclusive 


I was informed that cotton subsidy agreements between Commodities Prices 
Stabilization Corporation Limited and the cotton companies became effective at 
“various dates early in 1943. The purpose of these agreements was to enable the 
companies to import raw cotton at increasing prices, while maintaining selling 
prices at ceilings fixed by the Wartime Prices and Trade Board. Each company 
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was, however, prevented from collecting that portion of the subsidy allowance 
which would cause earnings to exceed 116% per cent of ‘standard profits as deter- 
mined by the income tax authorities in each case. . * 

With the exception of Dominion Textile Company Limited which terminated 
their cotton subsidy agreement March 31, 1947, the raw cotton subsidy agree- 
ments were discontinued with the lifting of price controls on September 15, 1947. | 

In addition to the subsidy on raw cotton, Commodities Prices Stabilization 
Corporation Limited allowed a subsidy on imports of grey cloth. During the- 
period in which the raw cotton subsidy was in effect, this subsidy on grey cloth 
was subject to the profit earning restrictions of the raw cotton agreements. I have 
not attempted to examine the individual subsidy agreements. 

Four of the largést companies in the cotton group representing approximately — 
80 per cent of sales and operating income, terminate their fiscal period in the— 
first quarter of each year. As the individual subsidy agreements of these. 
companies became effective at the beginning of their 1943-1944 fiscal period, 
the first annual figures of these four companies to include raw cotton subsidies, 
were reported under 1944. For this reason, the year 1944 has been shown as 
the first year in the subsidy period. : 

The following table sums up the information shown in detail on schedule B1: | 

Percentage of — 


Total Operating operating — 

sales income* income* to — 

Period (Thousands of dollars) sales : 

Pre-war years—1936 to 1939 ......seseeeeeee $ 218,609 $ 18,886 8-6% * 
Pre-subsidy years—1940 to 1943 ......seeeeees 407,272 64,200 15-8% 

Subsidy years—1944 to MOA sca aera aise teense eversners 433,396 35,196 8-1% s 

$ 1,059,277 $ 118,282 11-2% = 


*As defined above. 
The figures above show that, following the introduction of the raw cotton 
subsidy and its profit limitations, the percentage of operating income to sales 
fell from the 15-8 per cent average for the period 1940-1943, to 8-1 per cent for 
the ensuing subsidy years. ‘. 
These percentages are further analysed on Schedule B2. 


By Mr. Dyde: + 
Q. Now, Mr. Knight, may I interrupt there for a moment? Would you 
turn to schedule B1 and just, in your own words, briefly point out to the 
committee how they should read schedule B1. . You have already summed it up 
for them but just turn to that schedule and let us see exactly the way you work 
The Actinc CHAIRMAN: Is that not just a breakdown of the figures of 
which we just had an explanation on page 2? Bi 
Mr. Dype: Yes, that is what I was asking Mr. Knight to explain to us. It 
is simply the detail of the table which has already been provided on page 3 of the 
report. If that is clear, perhaps we need spend no more time on it. Will you 
proceed, Mr. Knight? ee 
The Witness: Yes, sir. 


By Mr. Thatcher: 
Q. Before we start schedule B2, may I ask a question? 
The Actinc CHairMan: Well— 
Mr. Tuatcuer: I thought you said we were to ask questions as 
along? 
The AcTiING CHairMAN: No, after the brief has been read. 
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Pi ee 


_ Mr. Lesace: It was agreed we would go through the report first and 


then come back to the questions. I do not see why we should change our minds 
because Mr. Thatcher has a poor memory. 


Mr. Tuatcuer: I thought you were going to ask questions after each 
schedule. 


The Acting CHAtRMAN: It would be much better procedure if the brief were 
read completely. 


Mr. Tuarcuer: I had a very simple question to ask and I should like the 
matter clarified. . However, if you object— 

The AcTING CHarrMAN: It is not a question of objecting. We thought we 
had agreed on that procedure. It is simply a matter of procedure. 


Mr. Tuartcuer: I do not know why you are so touchy on these little things. 
I do not like the attitude on some of these things. ; 


- 


By Mr. Dyde: 
Q. Will you proceed, Mr. Knight, please? 


ScHEDULE B2 


This schedule shows the sales and operating income reported on Schedule B1, 
broken down by classifications as follows: . 
(a) 5 Special Companies, being, 
Dominion Textile Company Limited and its subsidiaries: 
Drummondville Cotton Company Limited 
The Montreal Cottons Limited 
Canadian Cottons Limited 
The Wabasso Cotton Company Limited 
(6). 14 other companies, detailed by name and location on Exhibit 3, being, 
Those companies which reported their main business as being the 
manufacture of cotton yarns and fabrics 
(c) 3 subsidiaries of tire and rubber manufacturers, being, 
Firestone Textiles Limited, which sells its output to Firestone Tire & 
Rubber Company of Canada Limited; 
Goodyear Cotton Co. of Canada Limited, which sells its output to The 
Goodyear Tire & Rubber Company of Canada Limited; 
Dominion Rubber Company Limited, Textile Division 


___The average annual sales and operating income for the twelve years under 
‘eview and the percentage of this operating income to sales for each of the 
ibove classifications compares as follows: ves 


Percentage 


Average ee of Operating 
Annual Annual Oper- Income* to 
Sales ating Income* Sales 
(Thousand of Dollars) 

IS Special Companies ............e00cssecec. $ 66,248 $ 8308 12-6% 

fmenier Companies .. 2.0.2... eccce cc ccecenae 15,790 1,406 8-9% 

3 Subsidiaries of Tire and Rubber Manu- 

/ EE 8. Nia ek seo ees Te. 8 6,235 143 2-3% 

/ $ 88,273 $ 9,857 11-2% 


| (*) As defined under Schedule B1. 


_ This table indicates that the average annual operating income of the 5 
ecial companies was 12-6 per cent of sales compared with 8-9 per cent for the 
‘other reporting companies. 


Righitac in 


iat Gh en 
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The average percentage of operating income of the three tire and rubber 
company subsidiaries, shown as 2°3 per cent has, according to correspondence 
received, been dependent on the prices paid by the parent companies which use 
over 90 per cent of the production reported. | 

The operating income and the percentage of this income to sales has been 
analyzed by periods between 5 special and the 14 other reporting companies and 


ScHEDULE B3 ; 
ay 


This schedule shows the components of cost and operating income for each 
of the five special companies on a sales dollar basis for the twelve years unde! 
review. i 

The following table has been prepared from these figures and shows the twelve 


is now shown on the following table: ; 
5 Special Companies — 14 Other Companies : 

Operating Percentage Operating Percentage 
income* of operating income* of operating — 
. income* to income* to — 
Period sales _ sales 
(Thousands of dollars) q 
Pre-war years—1936 toiL939032 $ 15,412 9-3% $ 3,092 7-6% } 
Pre-subsidy years—1940 to 1943 56,297 - 18-0% 7,499 10:2% - 
Subsidy years—1944 to 1947... 27,986 8-8% 6,282 8-3% i 
; $ 99,695 12-6% $ 16,873. 8-9% ‘ 
*As defined under Schedule B1. § 
-- - With the introduction of the raw cotton subsidy and its profit limitations, 
the operating income of the 5 special companies fell from 18-09% to 8-8% com- 
pared with a fall of, from 10-2% to 8°3% for the 14 other companies. : 


year average for the five companies. e. 
Raw Materials—Cotton sf... 56.00 ce cate ote c a ctines nese Sap etre ee 29-6 cents ‘4 
Baw ‘Materiale—Other (2s. -6 sss oesjedn er Page Ba ee siecle neti 15-9 cents Ss 
Ail eh ee rs he Ao aA Rane AGN ok alte esters s ooemiopeiett ar tae eee 25-6 cents A 
Ove PGA (oo is as bse Bib eR ee © Seal ens peas alae or eae miner 16-3: cents “th 
Operating income (as defined on Schedule Bl) ..----.--++++-ee55 12-6 cents i 


Sales” Dollar ik poston oo aie terete eile oe i ope oer nee es 


Re 

Pre-war Pre-subsidy Subsidy 

peried 1936 period 1940 period 1944 

to 1939 to 1943 to 1947 

Raw Materials—Cotton .......eeeeeeseererees 30-7 cents 27-2 cents 31-5 cents — 
Raw Materials—Other .....---eeeesesreeteees 14-5 cents 15-6 cents 17-0 cents 
Ta POUE Lo Mec pe ee ee eee Pe Noe ace 26-5 cents 23-9 cents 26-9 cents — 
Overead eines pete ceweeis aise 2 see eiheiete eis eels 19-0 cents 15-3 cents 15-8 cents 
Operating income (as defined on Schedule B1).. | 9+3 cents 18-0 cents 8-8 cents — 


$1.00 $1.00 


GTS. DOULGT > ociiara sedee. «Apia olen bs glob ote cersr ial <)> > $1.00 


The average operating income of 18 cents in the dollar earned during t 
pre-subsidy period was reduced to an average of 8-8 cents during the ensuing 
years, due mainly to profit limitations imposed by the raw cotton subsidy agree- 


ments. Pa 
The operating income content of the sales dollar has been compared in the 


following table to the corresponding share of labour and overhead: “4 
Pre-War Pre-Subsidy Subsidy _ 


Period Period Period | 

1936-39 1940-43 1944-47 
; Per cent Per cent Per cer 
Operating iMcoMe .......esee sees e eee e teste ee eeees 9 18-0 8:8 
Labour and overhead combined .........-.+-ewererees 45-5 39-2 42-7 
Percentage of operating income to labour and overhead 20-0 46-0 20-0 
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As selling prices have increased in each of the succeeding periods which have 
been compared above on sales dollar basis, due consideration must be given to 
the decreasing quantity of goods represented by the sales dollar. 
~_ Figures shown on Schedue B3 vary from one company to another for reasons 
peculiar to each company. ; 


; ScHEDULE B4 


: - This schedule shows sales by months for the 27 month period from January 
1946 to March 1948 inclusive for all companies reporting in the cotton group. 


The figures reported have been shown under the three classifications already 
established, namely: 


1.—5 Special companies 
2.—14 Other companies 
3.—3 Subsidiaries of tire and rubber manufacturers. 


While each of the five special companies has reported sales and operating 
2 income on an interim basis, cnly one of the fourteen other companies was able to 
_. supply monthly details of operating income. However, as all companies in the 
_ cotton group reported sales on an interim ‘basis, schedule B4 has been prepared 
__ to show the monthly trend of these sales. 


In summarizing interim returns, figures reported by companies whose 
- accounting periods did not coincide with the calender month have been pro-rated 
_ toa calender month basis to obtain uniformity for purposes of comparison. 

* The effect of the lack of uniformity in financial periods of the reporting 
companies is best evidenced by the following comparison: 

¥ (Thousands 


of Dollars) 
__ Schedule Bl—Annual sales reported under 1947 for all companies $ 116,063 


_ Schedule B4—Total sales for the twelve months ended December 
31, 1947 (after being pro-rated) 


= a enertas (onsale a. ewe, | ec tay), ae $ 102,252 
eo aa Orban companies! sa 2 ayae Putian sen fees ol, aE 24,191 
3 Subsidiaries of tire and rubber manufacturers...... 12,942 
———__ 139,385 
— 


U One of the reporting companies included in the foregoing figures—Dominion 
Textile Company Limtied—reported sales for the twelve months ended March 
_ 31, 1947 at approximately 36 million dollars, while the sales for the 12 months 
__ ended 31st March, 1948 are reported at 52 million dollars. This increase in sales 
is therefore reflected on Schedule B4 where the sales are reported on a monthly 
__ basis, but is not included on schedule B1, because the sales are reported under the 
__ year in which the company’s fiscal period ends. 

. Decontrol of prices in the cotton group was made effective September 15, 
1947 and the following table has been prepared to show the sales for the seven 


| months following decontrol compared with the corresponding period a year 
_ previous: 


hasnt 


tern 


(Thousands of Dollars) 
Total Sales Total Sales 
Sept. 1946 Monthly Sept.1947 Monthly 


lie. to Mar.1947 Average to Mar. 1948 Average | 
ii@ueeive special companies ..:................. $45,103 $ 6,443 $64,681 $ 9,240 

| Fourteen other companies .................. 11,456 1,636 16,472 2,353 

| hree Subsidiaries of tire and rubber manu- 

alk MMII GNST A: iors OMB U ADE thon ax ok 5,759 823 8,575 1,225 

_ Totals for the three classifications........ $62,318 $ 8,902 $89,728 $12,818 

i b 


The average monthly sales for each classification of companies has shown a 
_ substantial increase during the seven month period ended March 1948, compared 
with corresponding period ended March 1947. As sales were not reported by 
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quantities, it has not been possible to determine whether the increase in the. 


dollar volume of sales indicated above was due to increases in selling prices or 
increases in the quantity of merchandise sold. 


SCHEDULE Bd: 


This schedule shows the components of cost and operating income for each 
of the five special companies on a sales dollar basis by quarters of years cover- 
ing the 27 months under review. ; ; ; 

As discussed under the heading of Schedule B38, the figures shown on 
Schedule B5 vary from one company to another for reasons peculiar to each 
firm. In comparing the figures of one period with another, consideration must 
also be given to the decreasing quantity of goods represented by the sales dollar. 

The operating income of Dominion Textile Company Limited, for the last 
quarter of 1947, and the first quarter of 1948, is shown at less than 1 per cent of 
sales for each of these periods, compared with a 9-5 per cent average for the 27 
months reported. The company states on its Preliminary Questionnaire that 
the operating income for this period was substantially reduced by imports of 
erey cloth at high cost without benefit of subsidy, and also by a retroactive 
wage adjustment. 

Neither sales nor operating income are reported by The Montreal Cottons 
Limited for the third quarter of 1946. The explanation given by the company 
on their preliminary questionnaire was to the effect that a 100 day strike took 
place at that time. Due to this strike a certain volume of sales and continuing 
expenses have been carried over and reported under the last quarter of 1946. 

The following table shows the variation between the components of the 
consumers sales dollar, during each quarter year period from January 1946, to 
March 1948. 


All 


Raw Operating Sales 
Materials Labour Overhead Income* Dollar 
1946 
Ushi quarter) eekecbe ac. $ 0.443 $ 0.288 Cha Dea bia: $ 0.094 $ 1.00 
Ind quarter... ...-..-- 6.468 0.278 0.166 0.088 1.00 
3rd. quarter. .3.....4.-. 0.372 0.323 0.195 0.110 1.00 
Ath, aQuALteD russe cies 0.407 0.305 0.181 0.107 1.00 
Uist qan verticals iy. iatierl $ 0.496 $ 0.265 $ 0.164 $ 0.075 $ 1.00 
ids NAT LEY wile mae iets 0.513 0.229 0.135 0.123 1.00 
8rd quarter..........- 0.503 0.226 0.151 0.120 1.00 
Ath auarter ctw mde e 0.514 0.284 0'.170 0.032 1.00 
1948 
USE COMA T LCE a acct cieteras $ 0.522 $ 0.252 $ 0.165 $ 0.061 $ 1.00 


(*) as defined 
Figures in this table have been compiled from those shown on Schedule B5. 


SCHEDULE B6 


This schedule shows finished goods inventories expressed in terms of quan- 


tities as reported by the 5 special companies grouped by periods as follows: 


Finished Goods Inventories, expressed in terms of quantities, as at the — 


end of each fiscal period reported under 1939. 


Average Annual Finished Goods Inventories, expressed in terms of quan- # 


tities, maintained during the pre-subsidy period 1940-1943. 

Average Annual Finished Goods Inventories, expressed in terms of 
quantities, maintained during the subsidy period 1944-47. 

Finished Goods Inventories, expressed in terms of quantities at the 


_ end of latest interim accounting period terminating in 1948. 3 


% 
% 


ro 


=e 


eI 


| 
i 
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4 These figures have been summarized below for these four periods in thous- 

and of pounds and in thousands of yards separately, due to the fact that some 
_ of the companies reported their finished goods inventories in pounds and others 
in yards. 


In thousands In thousands 


: of pounds of yards * 
ROSS Bt Mert acct e eet eitied, cae aie oe i een kee ae 12,989 22,390 
UO AO" NOLS oe stort ehs aks anys eee ex toa ine sores eo Stes. 7,537 10,560 
LOGE OAT Moa tee: Sra Sy Siete ait SOME tic ties Beto) e trok cule ie. 6,498 4,480 
OSS Missa) settee ein lareneebees wicks: eee cikis asels ae os os, 9,602 3,060 


This table indicates that on the average, stocks of finished goods reported 
by the 5 special companies in 1948, were not in excess of the average year end 
inventories maintained throughout the twelve year period, and were consider- 
ably less than the finished goods inventories reported in 1939. 

Inventories of finished goods expressed in terms of quantites have been 
reported by the 5 special companies at the end of each interim accounting period 
from January 1946 to March 1948 inclusive. These figures have been averaged 
by. quarter year periods and shown for each company on the attached schedule. 


A summary of these figures appears below: 
In thousands In thousands 


of pounds of yards 
1946— ? 
ITS RUA LeIe ds, cchintion Sat NER ow eer. 4,402 3,416 
DACOUCNarLCty an net en a ee te nt cee 5,517 3,387 
AMTEs GUAGLGE he oye? xe HORS he al Sale ee ok 3,300 3,413 
DURUM GREECE Hein Ohi. wee a ak, Veen on. 3,229 3,617 
1947— : 
WAY OUGURTGEE ete os tay. ARCA Pe denen Soko en ve 3,936 3,527 
CUO ROUEN CDRS obne tule teehee Oe 6,442 4,007 
BOO NALGROGEN Se Eres dec Le Teen Raa bok Cees 6,620 3,106 
TASC Lea TEC ene". on eres RE Aad aees ae, Siete © 7,451 3,256 
1948— 
SEMEN URL CSE. os lore ph RO ay ne eURK La bos whe Slee ON 7,703 3,060 


Taking the five companies together, inventories of finished goods in terms of 
quantities do not appear to have materially fluctuated from one period to 
' another. 


SCHEDULE B7 


This schedule shows the unit selling prices and the components of cost of 
articles producing a significant sales volume as reported by each of the 5 
special companies. 
Unit selling prices and costs have been shown under the following dates: 
as at January 1, 1942 
as at September 15, 1947 
as at April 1, 1948. 


‘ In reporting the components of cost, the companies have followed their 
__ usual methods of costing for purposes of determining selling prices and have 
used replacement prices of raw materials and current labour and overhead rates. 
I was informed that this system of costing is general in the industry and that, 
costs being maintained on a process basis, figures were not available to reflect 
the cost of manufacture of the various articles reported on schedule B7. ‘ 
| The companies have, in addition to giving a technical description of each of 
the items reported supplied samples of the material itself in each case. 
Mr. Dypr: Excuse me, Mr. Knight. Mr. Chairman, the companies have 
_ been very co-operative and supplied these samples. They are available and 
I suggest that it would be interesting for the members of the committee to have 
_ these samples distributed to them. Perhaps we could have them distributed 
_ while Mr. Knight goes on reading. 
| 4 _ The Vicr-Cuairman: That is a good idea. Spread them around while 
/ Mr. Knight continues. 
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The increase in prices over the past six years are shown on the following 
table, which indicates selling prices of the items reported, as at the dates 
indicated: 


Jan. 1 Sept. 15 Apr. 1 
- 1942 1947 1948 
Dominion Textile Company Limited: 
Unbleached Bed Sheeting, per yard ....... $0.2700 $0.49875 $0'.6125 
Dyed Drill, per yard ....----eseseeeeeeeees 0.2800 _ 0.4475 0.4975 
Printed Percale (Domestic Manufactured), 
MGT wee VAL puis aie 2 oan betera ate a ielsialnis tis Vinislijeisie 0.1400 0.2175 0.2600 
White Flanelette, per yard ....--cseeeeees 0.1075 0.1850 0.2300 
Drummondville Cotton Company Limited: 
Cotton Tire Cord, per pound ........-+++-- $0 .30644 $0.5856. $0.6840: 
Rayon Tire Cord Fabric, per pound........-- Not Made 0.79828 0.80528 
Belt Duck, per pound ........eeeeeeeeeees 0.3400 0.5675 0.6500 
Fishing Twine, per pound.....--.++sseeeree 0.3465 0.68475 0.68475 
The Montreal Cottons Limited: 
White Broadcloth, Sanforized Shrunk, per 
per yard to wholesalers .......-+-++.+: $0.165 $0.27375 $0:.370 
Dyed Pocketing—Light Shades—( Direct), not 
Mercerized, per yard.....-.--+++eeeeeees 0.165 0.2725 0.3375 
Dyed Plain, Vicuna No. 13, Class 3 Colours 
(Direct), per yard ......eeeeeeese eres 0.1825 0.270 0.330 
Dyed Satine (Dominion) Class A Colours 
(Direct), per yard ....ceee cesses r tees 0.120 0.185 0.230 
Canadian Cottons Limited: 
Denim, per yard ...c.secee eee cece tees $0.1850 $0.3075 $0.3775 
Work Shirting, per yard .......ceeeeeeeeee 0.1750 0.2675 0.3200 
Ticking, per yard ........-+.seveeeeereceee 0.2075 0.3300: 0.4050: 
Cotton Blanket, per pair.........+.eeeeeeees 1.9250 2.8500 3.0500 
The Wabasso Cotton Company Limited: 
“Beresford” Printed Percale, per yard...... $0.1225 $0.19125 $0.2475 
Unbleached Factory Cotton, per yard ...... 0.0975 0.16375 0.235 
White Broadcloth, per yard ......+eeeeees 0.150 0.2825 0.340 


It would appear from these figures that selling prices have risen for each 
commodity in each succeeding period. 


ScHEDULE B8 


This schedule shows capital employed compared with earnings for each of 
the twelve years from 1936 to 1947 inclusive and for each of the five special 
companies individually. There are two sets of figures namely, 

(a) Capital compared with Earnings as shown on the Special Preliminary 

Questionnaire, and Seta ‘ 

(b) Capital compared with Earnings after adjusting inventory reserves as 

explained below. 


The following is a definition of the terms used on Schedule B8. 


Capital Employed includes: z 
Common Stock | 
Preferred Stock j 
Capital and Earned Surplus f 
Surplus created by the Refundable Portion of Excess Profits Tax. 
Reserves for Contingencies and other free reserves; a | 


Net Profit after Taxes includes: a 
a 


Net Profit shown at the foot of Statement 1 of the Special Preliminary | 
Questionnaire . Z| 
Percentage of Profit to Capital represents: 4 
8 define 


The ratio of Net Profit after Taxes to Capital Employed a 
above. 
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Included as a separate item on the Special Preliminary Questionnaire,’ for 

each of the five special companies, is the amount charged or in some instances 

credited as an inventory reserve, before determining Net Profit after Taxes, as 

_ defined above. 

The second set of figures on schedule B8 shows Capital Employed compared 


a 
¥ 
zy 


a 
’ 
a 


- with Earnings after adding back or crediting the aforementioned inventory 

: reserves to both Capital Employed as defined above and Net Profit after Taxes. 

; The following table shows in comparative form the twelve year averages of 

both sets of figures: 

: Percentage of net Profit to 

r Capital Employed 

x Before After 

. adjusting adjusting 

i Inventory Inventory 

’ Reserves Reserves 

i Dominion Textile Company Limited .......... Be Ae a eh oe 6-5% 7:0% 
Drummondville Cotton Company Limited .................... 7:8% 9-1% 

, The-Montreal’}Cettons “Vamited' acs ses cohce Ok hoe cs tkunecet 6:2% 6°4% 

; Canadian Cottons Mimlited a... eas kins ects Sra Oa ee 6-0% 55% 
The “Wabasso Cotton) Company *Eimited .i..ceiscsaesdececses 8°3% 85% 

+. 

‘ Average for the five companies for the twelve year period .... 6-6% 6:9% 

$ The foregoing figures have been analysed on an annual basis for each of the 


_ five special companies and are shown in comparative form on Schedule B8 
~ attached. 

e The following table has been prepared from these figures to show the average 
_ for the five companies for the periods indicated: 


Pre-War Pre-Subsidy Subsidy 


Period Period Period 
f 1936/39 1940/43 1944-47 
Dominion Textile Company Limited: 
Before adjusting inventory reserves ............. 4-8% 6°4% 8-1% 
7 After adjusting inventory reserves ............. 4:5% 9-2% 7:2% 
Drummondville Cotton Company Limited: 
Before adjusting inventory reserves ........... 9-7% 8-4% 6:0% 
After adjusting inventory reserves ............. 9-2% 12-0% 7-0% 
_ The Montreal Cottons Limited: 
s Before adjusting inventory reserves ............ 5-7% 7:2% 5+6% 
After adjusting inventory reserves ...........--. 5-5% 8°3% 55% 
_ Canadian Cottons Limited: 
Before adjusting inventory reserves ............- 2:6% 8-5% 6-6% 
After adjusting inventory reserves .............. 1:8% 9-1% 5:2% 
¥ 
The Wabasso Cotton Company Limited: 
Before adjusting inventory reserves ............. 36% 12:0% 9-8% 
After adjusting inventory reserves .............. 5-:1% 13-6% 6-9% 
Averages for the five companies: 
: Before adjusting inventory reserves ............. 4:7% 7:6% 7:4% 
| After adjusting inventory reserves ............-. 4-4% 9-6% 6-5% 


) The percentages shown in this table reflect the variation between the ratio 
of Net Profit to Capital Employed both before and after adjusting inventory 
_ Teserves for each of the three basic periods used throughout this report. 


| SUMMARY 


The executive of each of the five special companies have supplied all the 
information and extended all the assistance that I have required. The schedules 
, attached to this report and comparative tables included therein have been pre- 
_ pared from the questionnaires submitted. 

I shall be pleased to furnish any further information that you may wish to 


obtain. 


a Respectfully submitted, 

Pe E. H. KNIGHT, 

} ; Chartered Accountant. 
| 
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| ScHEDULE Bl 
TEXTILE ENQUIRY 
SumMary or ANNUAL SALES AND OPERATING INcomE (Cotton Group) 


for the twelve years from 1936 to 1947 inclusive 
(Thousands of Dollars) 


Percentage 
Total for the individual financial years ended in of operating 
the following calendar years: Total Operating income* to 
Pre-war period sales income* sales “Be 
DS Genera nce kus fee ORT Set ae (a, ene, obeNeneeleteupalstaseua's $ 52,013 $ 4,509 8°-7% 
INSP Sy, CR, a eR Ai ee Pa each ae 59,477 5,764 9°-7% 
RO SMe rears Relat oiet ska eeiciel othr 6s aes lee te abe eee 55,108 3,940 7-2% 
NS Geer eae RG hese eo sioner tel arauel aie aslchade tore en Tage Te 52,011 4,673 9-0% 
$ 218,609 $ 18,886 8-6% 
Pre-subsidy period 
CEOS cates fate oa seals SEA Hare pia ja) lalare ate we eiageve slene $ 76,335 $ 11,172 14-6% 
a Ieette bans os (ae iaie GPeb Ihe kn ae, cts a1 Stine 95,178 16,244 17-1% 
AD ipeee esr oeeacs aishals lias <\ cca pe Sve aia relo dee elle lavacayeveRt 117,961 19,964 16-9:% 
AOA che aires Saleue-e sre sekbiemerelione + Detenoltetcttena, xo tomes 117,798 16,820 14-3% 
$ 407,272 $ 64,200 15-8% 
Subsidy period 
POLAT kia tote eheraleseye sack Dek SAO Bo. or iS $ 109,916 $ 8,283: 7:5% 
SFA Saepa waht terate eave’ elake wvare babatee Ble Bo eke sae alae 107,035 8,478 7-9% 
LOA Geer oe e cere tece fev codic ss Seshinerelere 2-8 op Suet es 100,382 . 8,794 8-8% 
LE hare SHS ER RDA Sete ES OR yk Aa a 116,063 9,641 &-3% 
$ 433,396 $ 35,196 8-1% 
Totals for the twelve years ........... es esters . $ 1,059,277 $ 118,282 
Averages per year for the twelve years ........ $ 88,273 $ 9,857 11-2% 2 


*Operating income represents profits from operations before deducting taxes on income, 
interest on borrowed money and other financial charges, inventory reserves and depreciation in © 
excess of the amounts allowed by income tax authorities, and does not include investment income ~ 
and profits or losses on disposals of investments and fixed assets. 
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3418 SPECIAL COMMITTEE 
ScHEpuULE B3 
TEXTILE ENQUIRY 


ANALYSIS OF OPERATIONS BY PERIODS INDICATED, ON A Sates DouiaR Basis, FOR THE 
Five Spscrat Companies INpIvipuUALLY (CoTron Group) 


Pre-war Pre-subsidy Subsidy Average 
—— period period period for the 
1936-1939 1940-1943 1944-1947 12 years 
DOMINION TEXTILE COMPANY 
LIMITED 
Raw materials—Cotton, Sc... cceess eee: 31.6 27.1 So.2 30.6 
Raw materials—Other.............0...0006- 12.4 14.8 17.0 15.2 
SA QUEE eae see ER eT AEE Pot cog utes Fas ea ee 26.4 22.9 24.7 24.3 
UCETEROA GE tnt ore spa tarred Nels SAU aac aes 18.8 14.7 15.9 16.0 
Operstine iMconre* isc cs os shaw vil deceae ee 10.8 20.5 9.2 13.9 
Sales dollar............ 3 $1.00 $1.00 $1.00 $1.00 
DRUMMONDVILLE COTTON 
COMPANY LIMITED 
Raw materials—Cotton............--.00008- 47.0 46.0 40.3 43.2 
Raw materials—Other..............5.00005- fee Ben | 19.8 12eF 
1 DESY 0° i oe Srey ee: eee eo poke Sn RR 15.9 20.5 22.6 21.1 
“Overhead: efi ecin. he eb in et i cert ar aS 20.1 16.6 jibes 14.3 
Operating Come”. 60a. 8 Fes ee ee 15.8 1352 5.6 9.3 
Salesidollar’ 0:0 22.400 32 $1.00 $1.00 $1.00 $1.00 
MONTREAL COTTONS LIMITED 
Raw materials—Cotton. ............ce0eeees Diet: 17.7 22.9 20.3 
Raw materials—Other..... 6... cee eee eee 22.0 25:2 17.6 21.7 
Dia bpOure Vets one ee ania: chee aot sea eray hs 28.6 27.6 33.2 29.9 
Overhead: 27m aera) How. ase ee 19.2 16.6 17.7 17.6 
Operating incomes... 3520. . Oi. v neagee see 9.1 12.9 8.6 10.5 
Sales dollar....-.......-. $1.00 $1.00 $1.00 $1.00 
CANADIAN COTTONS LIMITED 
Raw materials—Cotton.............-: hari’ 26.9 21.7 Zant 23.8 
Raw materials—Other.............6.0.20055 18.7 19.2 20.2 19.4 
TOAD GUE Re ce sabe Let apne aide Les 29.0 Dee. Soul 29.8 
OMODNOR a etteete i elas ties i api tetean a 19.6 14.5 14.4 15.7 
Operating: MeOme™. vos fe. ois Fs alka | ees 5.8 17.4 8.6 13 
Sales dollar. ......3..... $1.00 $1.00 $1.00 $1.00 : 
WABASSO COTTONS LIMITED : 
Raw materials—Cotton...............00000- 5 hay: 30,0 36.2 36.2 * 
Raw materials—Other..............000000e: 12.1 9.1 Ss 9.4 
Ta Dole Hien Reopen nce er ape Mis nN 7 Weep ate 24.5 20.8 25.2 75 a4 
ON ORUONG soe He As eat A a see 18.5 16.2 20.1 18.0 
Operating MCONie Wes 0s ae sees cine UBL: 18.4 i le 1322 
Sales dollar............. $1.00 $1.00 $1.00 $1.00 


sj 
ru 


a call 

(*) Operating income represents profits from operations before deducting taxes on income, interest on 
borrowed money and other financial charges, inventory reserves and depreciation in excess of the amounts — 

allowed by income tax authorities, and does not include investment income and profits or losses on 

disposals of investments and fixed assets. 4 


PRICES 3419 
ScHEDULE B4 
TEXTILE ENQUIRY 


Sates By Montus (Corron Grovp) 
FOR THE 27 MontHs FROM JANUARY, 1946 TO Marcu, 1948 INCLUSIVE 


(Thousands of dollars) 
f << DO 


‘ ‘ F 3 subsidiaries of tire 
" 5 special companies 14 other companies ninantactarore 


1946 1947 1948 1946 1947 | 1948 1946 1947 1948 


beer (erm (ee (a es a eee 


‘Sales (Pro-rated where re- : ; : ; : : ; } 
eis 

MEntAry......0.c0.ees01e- 6,454 | 7,307 | 11,473} 1,535] 1,707| 2,709} 775| 945] 1,334 
| 22 Ree 6,354 | 7,334] 9,559} 1,361] 1,859] 2,570} 815] 998] 1,187 
March..................| 5,875 | 6,652 8,408] 1,628| 2,260] 2,758] 9711 989] 1,390 
April... 2 a 8 7,867 | 11,278 |........ 1,532} 2,105 |........ TID | 2OyBs | pes oe 
Be el ares bay pt Ra ae 1,496 | 2,202 |........ SBE | 1, 200 fae tee 
rr 5,062 | 8,316 |........ 4,374) 32;099¢|8. «4.8: G06" |5, 1;008" hate ee 
| aaa ae ake 4,438. |-7,983 |s...04.: 1,340 | 1,856'|.......- 684. | 1,001 |........ 
August See 4,851), 83431 booed... 447 | 1,738) as 718 995. | 225s 
| ee 57628: 868 fess hoe apoe3 41905 oct 673 |, 086 | eereees 
October «Sa esa ae G5055) InlOM Solas ae. ee TROD AU 12) 258) (soe eee DOA 1, 849 ie eee 
November ea ee 5,946 | 8,325 |........ 13602, 17tly oh | 844| ‘1.277 |e 
| ee 5,886 | 8,159 |........ 1,344| 2,016 |........ 756 1,420 |. 22.0 
Annual totals... 72,193 |102, 252 | 29,440 | 17,343 | 24,191 | 8,037 | 9,118 | 12,942 | 3,850 


Monthly average by class- 
| fications, for the 27 
month period........... 7,551 1,836 960 


pa 
 13981—3 
a 


3420 


SPECIAL COMMITTEE 


“S10 ¢ “340 ¢ 


qoqyzenb | seqzenb 


4ST aw 
SP6I 


00°T 00°T 00'T 


860°0 FILO £610 
L61°0 Sh 0 666 0 
026 °0 £920 $960 
090°0 690 °0 620°0 
Ser 0 8Ir'0 TIg°0 


00'T. 00'T 00°T 
IZ1 0 10°0 (g00°0) 
9610 G06 0 TST 0 
£86 0 GIs "0 6280 
Scl'0 €é1/0 616 0 
G10 8té'0 796 0 


00°T 00° 00'T 
6200 9900 6900 
FLT '0 SST "0 Zo1.0 
8680. LT 0 S080 
ost ’0 6ST 0 LES 0 
9260 &0€'0 CVS 0 


00'T 00'T 00'T 


(g00 0) SILO 810°0 
6600 180°0 LOT 0 
£060 F610 v1 0 
$96 0 i (CGAN) TLT'0 
Ley 0 G8E 0 0&h 0 


00°T 00'T 00'T 
8ST 0 99T 0 1600 
reg a) 6IT 0 F110 
€61 0 981 0 G66 0 
81Z 0 v61 0 08T 0 
866 0 SEE °0 LG 0 


"330 ¢ "40 ¢ “349 ¢ 


iaqyrzenb | 10zzenb reqienb 
pig - Pus 4sT 


eT 


LY6T 


ee 
a 


(ANOAD NOLLOD) ATIVAGIAIGNT 8a 


Sa GINGIHOS 


. 


00° T sien eeesereers pay = 7 ; 
€Z1'0 : . APN Sa aC cari) eeescseettnaeenetees Pa Dnt Sattar Serene 
PSE-O'”, (6080S 0 Se SOR. 0 Pie Ueda? Seen eee fis qhenetel oops cers .ahe «inner ena) <li aeteye wr eyeie es “++ peayIIAO 
$160 . ° > Cee ose Scsmen tare hip asecaller ee ae Beds Kel allel: of wiacotalsla ya ar (siohe| novos televeeraneie oT) OC Gon 
SIH O MN O10 O \ 600-O Ne SLO Oe sceceue veces Sitgiev a ceileie 0 19y}O—STeMoyeur Mey 
Ze 0 GZE'0 : . Pree Sane ee nee Peri Ce toectee hi cices “+0990 —STBII0} BUI MBI 
CULINIT ANVAWOO NOLLOO OSSVEVM AHL 
00°T 00°T 00°T GT ene ee ee ath nal suakeliecisiete fl so[eg 
2600 9Z1'0 S110 $200 Ppoiry pies eel wee BUnIh Sree stile ato hat olielie as aa uate fe) e i on “>+>* guroour Bury Medg, 
-TFL'0 SF1‘0 SFL ‘0 GLE Oe oR ae ae PRE MSA art ee} Pol cinds 96 widhats, elie Bistele “pea I0AO, 
1820 eee "0 0Z2°0 BERTONE Pees GC Re ee ee ees PLIES TPO te Oks Fee moqe'T 
902 °0 T81°0 610 SOLO Des ie neh Wiletetansdskatasereeiepee ® Sarg ger wees a dfpleeie sie © stem 19yIO—S[BI10qeUL MEY 
¥ES'0 Z1Z'0 9220 US Wee eee F Mek a staan ayaa tose re (Ges pivlavekaiteive eyases ‘UO}OD—S]Bi94}eUA MB 
GULINIT SNOLLOO NVIGVNVO 
00°T 00°T Hoses nae ee @) mya Sleds a)retepabe are Se[Bg 
; €Z1'0 160°0 2300 eeree ie ete Nia @ eure axenic else wid ‘wicdelele ope wap mle eLe) wr Buses s) ahs eres * ,QUIOOUT Burye10dQ, 
161°0 potsed 9810 FOL 'O valle tonatiye par eet lo Sinead wip in eles wie olathe MAMBO Sy exes Cee «SREP SUN ey teh, ig) 4. a: ails’ ss! ap “"" pBeyleAQ 
6120 eee *() OTS ara hae dt aaa eh SRR Sate sulle < tpi = ‘elisha arenetehate’ yfensist eis Inoqe'y 
G11°0 ayy SFL ‘0 CLE Oe Ee Ee, Pe gee ne tres ess T9qAQ—STBLe7BUl MBYy 
CZ1°0 9820 BEE Oe ee OR GE Noir eee 10}}09—s[RI10};eur Mey 
ss GAULINIT SNOLLOO IVAULNOW FHL 
00°T 00°T 00'T 00° MH Gene te Poe he IEEE (:) (0) 802) 11s 
FOL ‘0 £00°0 zc0'0 aC Dceares pease ok asta arate iene eyes eeraa ye Ue Didieie Suctkoe ,9u100ul Burye10dQ 
OFL'0 FPL 0 3600 RELEASE, Gee Ie ae ie eee Ue he Fi ‘+ DBayIIAQ 
082 '0 zoe"0 1670 OE Dat Re eI I Boe OT fo on ae ae anoqe'y 
GET'0 9210 81%'0 CO Ae oo ee ee EP ee ere ray1O—S[BI194 eur MBIT 
1F2'0 G/e"°0 Cle "0 9820 Ty Be el er Sire ome irat adche’ « bianaNeteaGauae een) € os gener ere asiete -S 10340) —S[B110} BUI Mey 
CALINIT ANVAWOO NOLLOO ATTIAGNOWWNYC 
ee is: 00 cai | ih 00 . T - 00°T 00° T Fs a Ce yy Nee Ie][Op Se[eg 
GOT ‘0 $810 Z80°0 FL RG Le, ae GR GN cna ar eres AN ,eulooul Burye10dO 
C61°0 £770 1L°0 Sees onan ag cies er I ai ar ere yw edeeaey ome ndace pBeyIorg 
11%°0 1Z20 £97 0 19%'0 foe Se i Sis Six Py gh en het rge, tat Mc Rarass tev aed acentany oo wofirte Yelir) par Cust es Revenge mmoqey 
6210 6800 00T ‘0 TO tg ees See etme re -- TOUIO—STBIeyeut Mey 
$620 2°70) Q/8°0 tA Fey ints tage ee nee OW Ca Me a *+-10440D—S|BIIO}BUL MEY 


CHULINIT ANVAWOO ATILXGAL NOININOG 
"330 g || *890 ¢ ‘sy ¢ “s}0 ¢ 


Sp UE ae eer ee a ae 


iajzenb | Jojrenb ioeqrenb ioqvrenb 
qi prg Pus 4ST a 


9v6I 


INVAWOD TVIOUIG FAL FHL Bod ‘SISVG AVITOT SAIVS V NO ‘guvaX dO SUALUVAY Ad SNOMLVAGIQ JO SISATVNW 


AUMINONG ATILXaAL : 


Finished Goods Inventories expressed in 
Terms of Quantities, reported by Com- 
panies at the end of each fiscal period from 
1989 to 1947 inclusive, grouped as follows 
a for comparative purposes: 


SE FASS gn a ae ao 


Average for the pre-subsidy -period 
1940-1943 


JA 
+ 


Average for the subsidy period 
1944-1947 


= 
7h 


Reported by Companies in 1948..... 


Finished Goods Inventories averaged by quar- 
a ter year periods; 


me 1946 
we: MSH CUAN GOI et het des. ch Se preted = 
emeren dd: QUATtEr. NG feiss ods cen 
NG fe yg 6: ae ree Mie 
- Baie OAT Lente. Mees, i caeeeeis oe. 


_— 1947 
. ISSR G1UTEDY 20? 2 gh sep ete Og a a 
OCMC UATTODR AA | ag isle ets oe 
BOL QUAT TOT. ohh. eels df auszs 
| MERC LE) geen 
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_ TEXTILE ENQUIRY 


FinisHep Goops Inventories (Corron GRovp), 
EXPRESSED IN TERMS oF QUANTITIES FOR THE PERIODS INDICATED 


“ a a eS ee eee 


PRICES 3421 


ScHEDULE B6 


The Drummond- ee 

The Canadian | Wabasso - ville Dominion 

Montreal Cott Cott, Cott Textile 
Co ttons Timited Cosas ee Company 

Limited Limited | Limited | Limited 
(Thousands} (Thousands} (Thousands| (Thousands (Thousands 
of yards) | of pounds) | of yards) | of pounds) | of pounds) 

6, 259 6, 084 16,131 448 6,457 

2,578 2,505 7,982 518 4,514 

774 iP lge 3,706 1,158 4,163 

536 2,035 2,524 1,978 5,598 

971 U.127 2,445 Le pare 1,748 

795 1,009 2,592 1,596 2,912 

668 953 2,745 1, 280 1, 067 

674. 1,013 2,943 1,009 1,207 

512 1, 234 3,015 1, 289 1,413 

547 1,530 3,460 1,536 $, 376 

830 1,598 2,276 1,867 3,155 

789 1,787 2,467 2,013 3,651 

536 1,860 2,524 1,902 3,941 


3422 SPECIAL COMMITTEE 


ScuepuLe B7—(1) 
TEXTILE ENQUIRY : 


Unit Seiuine Prices AND COMPONENTS OF Cost, OF ArticLes REPORTED BY THE FIVE SPECIAL CoMPANIES 
(Corron Group) As AT Dates INDICATED 


As at As at As at 
— January 1, |September 15, April 1, 
1942 1947 1948 
Maid ole ea 
$ cts - $ cts. $ cts. 
DOMINION TEXTILE COMPANY LIMITED 
Unbleached bed sheeting— 
Components of selling price: 
IMs Heraca some ured eeisies hi onvtare ccc seeiabeyovalera sleusie elghele saternohereiax- 0.1248 0. 29820 0.3366 
Taboursecacessee te Ren ait tats be nneet R SS iaieicn cre 0.0573 0.09810 0.1080 
COV ELHGAG cities ciel) latte pastas hamieusisipanintaters eles 0.0569 0.08090 0.0817 
Profit OF (OSS) tec. osm ee Seles Pelee sy ole tela 0.0310 0.02155 0.0862 
Selling price per yard............+.+-+-- 0.2700 0.49875 0.6125 
Dyed drill— 
Components of selling price: 
Wier herial Senta ie Se rte s Seen tos apstate | eetezeco hyeisl st onanausinohs 0.1344 0.2845 0.3081 
TPA RYO Tet ee MRA one See be NL ore a Rin a Se aN er aco 0.0527 0.0851 0.0875 
(GyiZere Vez V6 eee Mire el cee eho rn lo. 7 Ro aed cpcRo Coe 0.0737 0.1135 0.1142 
PLOT OL! (OSS), etakie sake terele paloiclake elas er eget et eLete 0.0192 (0.0356) (0.0128) 
Selling price per yard..........-.+.++0+- 0.2800 0.4475 0.4975 
Printed percale (Domestic manufactured )— 
Components of selling price: : 
IN EY ne ieee gees ee Me ce VO BU IE i ioig yoo ORS Dic 0.0589 0.0987 0.1129 
BEI 6 (ot x eterno A can Ee a oi Bit cried eckoey 515 (ub Cece 0.0397 0.0636 0.0661 
Qiren each catia We thas ott ein eis wrareeage eras lakh oceania 0.0487 0.0802 0.0805 } 
Prod OE (OSS) ea. ke deinisrisalelalete crevaleh ese hstas ial eiesarenent ater (0.0023) (0.0250) 0.0005 
Selling price per yard...... pigta tpt ee 0.1400 0.2175 0. 2600 
White flanelette— i 
Components of selling price: 
IM aterialsirstee cd bocca ivs tisraleca sete cicualefeih (hie e esekoisetarsoretss 0.0460 0.1047 0.1175 
ligih othe Ra ie ns MOG Gohan diatudko ey oncocur LON 0.0315 0.0490 0.0505 
(@ hig d Vero Gane ee ee RS iol AAI egg Baa tic. ky reactant 0.0373 0.0561 0.0563 
Profit yori (IOS): ct suet suet cvs soe ciedansusddlnnetaloqofoteusera seme ts (0.0073) (0.0248) 0.0057 
Selling price per yard..............+.--- 0.1075 0.1850 0.2300 
DRUMMONDVILLE COTTON COMPANY LIMITED 
Cotton tire cord— 
Components of selling price: 
OSS ris ES) totes Ae Ee eo ra I ND RS ites At OM I, SON 0.18420 0.4125 0.4939 
15) Sol) DR EASe RE ree RE Oa DE Gdn op tino niteo.s Ops Oo0 0.06100 0.0912 0.1068 
QWErNeAad.craik te oa thele wee Cines erciciaveni nies sheueratcPalefaastensiats 0.05410 0.1072 0.1072 
rofitior (L0ss) sivas eee eal le alee cilaeniarenene=s 0.00714 (0.0253) (0.0239) 
Selling price per pound.............---+ 0.30644 0.5856 0.6840 
Rayon Tire Fabric— 4 
Components of selling price: “a 
INIALOTIDIG Miatetan Most inal uae merece eta Boer Not $0. 72820 $0.72820 
HayOlei Neer, ses enue eave tA Sree ciate crores ona te eae Manu- 0.01960 0.02290 
Owen head pence ay tc tacit s poets 9c namie fac- 0.02900 0.02900 
leave nosed EONS) See monO Beep ee ponocso UU atio yc tured 0-02148 0-02518 
OCR | Se eee 
Selling price per pound. ............eeee[eee eres essen $0. 79828 $0.80528 


rif 
a 


Nors.—The figures of Profit or (Loss) represent the difference between the selling price and com: 


ponents of cost reported. i 


ee 


PRICES 3423 


4 ScHEepuLe B7—Continued 
TEXTILE ENQUIRY 


Unrr Serine Prices anp Components or Cost, or ARTICLES REPORTED BY THE Five Specran CoMPANIES 


; (Corron Grovp) AS av Dates INpiIcaTED 
SSS ————oOOoOwawOeoeooaoooeeooeooeooeooeoeqolaeoTNwonouououonononoOununuoOouQuo ee 
a As at As at As at 
| — January 1, |September 15, April 1, 
1942 1947 1948 
- DRUMMONDVILLE COTTON COMPANY LTD—Con. $ cts $ cts. $ cts. 
Belt Duck— 
Components of selling price: 
=. IDE teTIA Se cy ti Sree ek eee. ea ree it ew Sak $0.1740 $0.4093 $0.4756 
PAD OUTS ashitd Renin er MN eee ee eae 0.0587 0-0624 0.0731 
Oiferel VEEN lr ce 8 BR i op ean Nea i ee Soar he a 0-0448 0.0675 0.0675 
eT OL Oly (HOSS) Ga a ee am tem nites ins ee eae 0.0625 0.0283 0.0338 
a Selling price per pound................. $0.3400 0.5675 0.6500 
Fishing Twine— 
Components of selling price: 
E - NMerbarial sinters Wesel e cated eh Meme ie om Oe Bs Deke, $0-1740 $0.40930 $0.47560 
TED OUI sterner tie 8 anes nis ae ee eee Os Clee Ree. w 0.0925 0.07310 0.08560 
ON erhead Stree woke. 8 tees Phe clipe cee. 0.0821 0.13590 0.13590 
ROT Ors (GOSS) erate ere ae oe (0.0021) 0.06645 (0.01235 
Selling price per pound................. $0. 3465 $0. 68475 $0. 68475 
HE MONTREAL COTTONS LIMITED 
"White Peeaddcih, Sanforized Shrunk— 
Components of selling price: 
Tena Satan 8 ioe ans eek meet at he $0.0551 $0. 12410 $0. 1490 
LUE N SOL Svat sine A Gtr fe A alge i SMT ge Te aa ne 0.0735 0.11000 0.1286 
OC erliond aa bers, ke Re eee etm ot ps ight te. 0.0749 0.09210 0.0943 
° ECOL OL (HOSS) Norian one Ee ate ve ae eee (0.0385) (0.05245) (0.0019) 
: Selling price per yard to wholesalers. . $0. 1650 $0. 27375 $0.3700 
‘Dyed Pocketing—Light Shades (Direct), Not Mercerized— 
Components of selling price: 
NUL OTSAIS erent ern ne sin a es wn ae AL AT Bot $0.0645 $0. 1465 $0.1631 
MPESOUDY AACN: Serpents eee Mee IE” Uke etter ac 0.0552 0.0828 0.0966 
4 BOS er ih. ee Th ag ace 0.0613 0.0760 0.0776 
ECOnrOr MOSS) Smarts sancti els ie coe (0.0160) (0.0328) 0.0002 
Selling’ priceperyard’).. -...: Gk ose. ces $0.1650 $0. 2725 $0.3375 
Dyed Plain, Vicuna No. 13, Class 3 Colours (Direct)— 
. Components of selling price: 
RUG IAI SAN Mate Of see Oe Mh ate ks. ROTC som. bach e . $0.0594. $0.1325 $0.1488 
j OL CRN es SA nin hohe EL eae 0-0584 0.0877 0.1022 
OTS a ee Oia NN a eect pie 9 SAD i 0.0647 0.0797 0.0812 
q HEEOLIDLOLLCOSS) avert tien he ee ee ot 0.0000 (0.0299) (0.0022) ° 
Selling price per yard.................. $0. 1825 $0. 2700 $0.3300 
Dyed Satine (Dominion)—Class A Colours (Direct) 
omponents of selling price: 
ee CIASy Att Se BOE ys Sed te) RN ewe ge $0.0301 $0 .0642 $0.0778 
DEESIDE AER ce Ih ge Puree oe eh Le 0-0483 0.0726 0.0847 
ROMOCN ONG A tO. ote Toit een tren Ge 0.0548 0.0671 0.0684 
I2iRenih tay Bet | pak Se Sl ils ane ent Se cael RN (0.0132) (0.0189) (0.0009) 
% Selling price per yard........e0..s-.5s- $0.1200 $0.1850 $0. 2300 
| CANADIAN COTTONS LIMITED 
Denim 
~ Components of selling price: 
LST on ies a ees Ai 2 a i dg te $0. 0898 $0.1615 $0. 1966 
ADORE (ee ane ee a ae So Sake 0.0529 0.0976 0.1022 
1 UNAIDED 0 a alee era arena eee oy, Si amine a 0.0425 0.0590 0.0691 
‘- BBE OREO LOSS togch eae NS noah aici, Seta oon bees ve (0.0002) (0.0106) 0.0096 
i Selling price per yard.................. $0.1850 $0.3075 $0.3775 
| _ Norn: The figures of Profit or (Loss) represent the difference between the selling price and components 
| of Cost reported. 
| a 
3 
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TEXTILE ENQUIRY 


Unir Serine Prices aNp Components or Cost, or ArticLes REPORTED BY THE Frve Specitat CoMPANIES 
(Corron Group) as at Dates INDICATED 


CANADIAN COTTON LIMITED—Con. 


Work Shirting— ; 
Components of selling price: 


INR ESS 2 OOP oak og AR nee eine DMS SORE atc ere Geant 
TS TSCULT ee oe ike Fa aa ua i atathnee leaner 
Over Oa sa eee noe cha eee tea cle aus eared cate enemies 
Bae siiolo4 OMoicis) Reem Sans ones nigger koe arene an neo 

Gelling price per yard..........5-...00: 

Ticking— : : 
Components of selling price: 

INGA TOTUAIS ee ae oe ee aires creme cue geen crnseter tue antbel Ppeacnsiaas 
< CGNAR CoA El Tne Sane Gee yalnd tro ores ogs oe 
(O Ser dlavceis tet ie tae eer a PLR eS SR er esus nc we hog a 
Protib-or COSS) oe itcte eae oie nes sien Ganeeus, - uneatnaaene 

Selling price per yard..............005- 


Cotton Blanket— 
Components of selling price: 
MiaPerisil sat, saeatetgtcs <is-chets cashes -ze eaclapsie sighs iotaeentss cag lees 
TBE Sar eee ahr aN Mis Be a Mea eee ol een ceey ha chen can 
(COVER OAC hacen es aes Wie Re aaa eae pete re pe ae 


THE WABASSO COTTON COMPANY LIMITED 
“Beresford’’ Printed Percale— 
Components of selling price: 

SW RAG tell eee gee oR pe ct oats coo iene ta treme 

EN BYC 17 Ream enie ee ee ee oR IN RET MASE Gat orth y Reh FL 

(OSS ar ors Ce en oes, PM EDA A My en da he ast o Sc 

Protibor (C1088) er anak ate. ete toy etnies enevensi oe) Mares 


Selling price per yard..............---- 


Unbleached Factory Cotton— 
Components of selling price: 
Whatenialsemin \tsutents ee 2 See de ernettraea ci aera neta gt ata 
PaO ees Oe ea iceeteke sie halle see hans er Phebe hens ras ar rage 
Overloads canes Ste owe Biss, steals werd opuelt akoupmerad stp eameens 
Profit or (Loss)...... Bt Ce Rai eget ee hte ie er Ena 


Selling price per yar@..............++5: 


White Broadcloth— 
Components of selling price: 
2 BER HENS CoN FS Re nee Ses UAL Re Aah Peea tea cl 
aed a ets Ik ee eae ek EAA tees Care adbeast 2 


Nore: The figures of Profit or (Loss) represent the difference between the selling price and component 


of cost reported. 


ScuEepuLe B7—Concluded 


As at As at As at 
January 1, |September 15, April 1, 
1942 1947 1948 
$ cts $ cts. $. cts. 
$0.0627 $0.1137 $0. 1453 
0.0489 0.0812 0.0865 
0.0370 0.0539 0.0611 
0.0264 0.0187 0.0271 
$0.1750 $0. 2675 $0.3200 
$0.0843 $0. 1529 $0.1861 
0.0565 0.1044 0.1094 — 
0.0415 0.0586 0.0692 
0.0252 0.0141 0.0403 
* $0.2075 $0. 3300 $0. 4050 
$0. 6052 $0 .9429 $1. 0502 
0.6480 1.1547 1.2100 
0.3845 0.5020 0.5483 
0.2873 0.2504 0.2415 
$1.9250 $2 ..8500 $3 .0500 
$0.07215 $0.11485 $0. 12180 
0.02140 0.04806 0.04984 
0.03681 0.07713 0.07506 
(0.00786) (0.04879) 0.00080 — 
$0. 12250 $0. 19125 $0. 24750 
$0.05128 $0.09955 $0.11103 
0.01852 0.04029 0.04274 
0.02752 0.06017 0.05955 . 
0.00018 (0.03626) 0.02168 
$0.09750 $0. 16375 $0. 28500 a 
$0.07047 $0. 12910 $0.13743 
0.03178 0.06470 0.06883 
0.05235 0.10935 0.10837 
(0.00460) (0.02065) 0.02537 
$0. 15000 $0. 28250 $0.34000 


— 
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TEXTILE ENQUIRY 


(Thousands of dollars) 


From 1936 To 1947 INcLUSIVE 
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ScHEDULE BS 


Carita, EMPLOYED AND EARNINGS oF THE Five Specian Companies (Corron GROUP) 


Reported on 


questionnaires 
> eee 
% Capital |Net profit] centage 
: employed |after taxes| of profit 
oe to capital 
3 anaes 
3 $ $ 
~ DOMINION TEXTILE COMPANY 
£ LIMI 
st ach Ss eo 25,911 1,043 4-0 
Me Last Moa. ake. 25,858 1,432 5-5 
a Ee owe Sate eae 25,776 1,442 5-6 
sa eins ar IR is al aOR 25, 289 999 4.0 
SE Se ech eet ree 25, 033 1,741 7-0 
ers 15h iG se ea hI 25,481 1,934 7-6 
MTS 8 ks Na ae 25, 369 1,374 5-4 
SR 2 ae LT Ee gene 25,949 1,517 5-8 
Ee A Oo Eo. « 26, 322 2,009 7-6 
S eC ee ee a aio ee 26, 665 2,788 10-5 
aR SIR IIS IG to ak mien 26, 800 2,120 7-9 
RN i FL Gee atte ans. 5 26,820 1,729 6-4 
Breage EG Ore LLY oe i 25,939 1,677 6-5 
_ DRUMMONDVILLE COTTON 
ra COMPANY LIMITED 
t 2,376 394 13-6 
2,493 290 11-6 
2,487 166 6-7 
2,491 176 7-1 
2,757 381 13-8 
2,977 336 11-3 
2,997 134 4-5 
3, 054 143 4-7 
3,109 169 5-4 
3,326 376 sige 
3,369 202 6-0 
4,353 101 2-3 
| 2 
Average for 1936 to 1947.00.00... 2, 982 233 7-8 
be 
THE MONTREAL COTTONS 
. LIMITED 
8 
SN gon A 6,728 349 5-2 
gS Acne oo ee 6, 768 309 4:6 
ee oes ee ees 6,780 282 4-2 
| Rp RIES Sh Aaa 6,896 617 8-9 
|, Rea AiR Ss Sra A 6,841 275 4:0 
| SSSR ete ccna 7,019 608 8-7 
ns ace ida. wh ay te oS By 7,487 848 11-3 
| 2 eal iee ns tes co Riis 7,496 340 4-5 
|. SANE RESRe reesei NLA ng an 7,465 399 5-3 
IS 3c Ce ne 7,359 403 5-5 
| RGR R PONE ane 7,348 407 5-5 
| _,  E Caieeid Iateas aeieped 7,418 434 5-9 
9 ° 
|Average for 1936 to 1947................ 7,134 439 6-2 
ey 
3 


| 


bs 
\ oe 


After adjustment of 
Inventory reserves 


: Per- 
Capital |Net profit] centage 


employed |after taxes} of profit 


to capital 
$ $ % 
28, 352 1, 024 3:6 
28,775 1,908 6:6 
28,407 1,156 4-1 
27,951 1,030 3-7 
28, 152 2,198 7-8 
29, 222 2,555 8:7 
31,041 3,305 10-6 
33, 181 3,077 9-3 
34, 089 2,544 7-5 
33, 751 2,107 6-2 
34, 208 2,497 7:3 
35, 174 2,675 7:6 
31,025 2,173 7:0 
2,528 336 13-3 
2,674 320 12-0 
2,644 142 5:4 
2,639 167 6:3 
2,958 434 14-7 
3, 287 445 13°5 
3, 487 314 9-0 
3, 830 429 11-2 
4,002 286 71 
4,149 306 7-4 
4,334 344 7:9 
5, 537 321 5-8 
3, 506 320 9-1 
7,471 493 6-6 
7,468 266 3°6 
7,463 266 3-6 
7, Ove 610 8-1 
7;919 677 8°5 
8, 208 719 8-8 
8,770 941 10-7 
8, 893 454 5-1 
8, 854 391 4-4 
8,790 445 5-1 
8,890 518 5:8 
9, 123 596 6-5 
8, 285 531 6-4 
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ScHepuLs B&8—Continued 
TEXTILE ENQUIRY 35 


Capra EMPLOYED AND EARNINGS or THE Five Spectra, Companies (Corron GRovp) 
From 1936 to 1947 INCLUSIVE 


(Thousands of dollars) 
CN ——————— EEE 
Reported on ~ After adjustment of | 
questionnaires inventory reserves ; 
Je 
eh Per- Per- 


Capital |Net profit] centage | Capital |Net profit] centage — 
employed |after taxes| of profit |employed |after taxes of profit 


to capital _ | to capital 
$ $ % $ $ % 

CANADIAN COTTONS LIMITED : 
A GN | SO Remain gt eres a aN ies 8, 228 144 1-8 | 10,363 340 3:3 @ 
WOE ee baer tare sre std ace nieaa acre alte, ato ator 8,200 335 4-1 10, 275 270 2-6 

OBS amar: caret enteral Savere, Seay chet tears sere slo: 8,172 277 3°4 10, 007 37 0-4 
TLS GeRAAet GA agin Pope eRe tote 7,917 84 1-1 | 9,758 90 0-9 © 
POLO ere ets oc, ssl « htt marie: Foe pace sree 8,546 882 10-3 10,516 1,001 9-6 © 
TIS Me oes Sos kaa ct ea Re cis ey aa 8, 848 778 8-8 11,000 9 8-7 = 
ORO Pere tae Pier tate afatis ehiaare trale tes sia Mere 8, 695 644 7:4 11,246 1,043 9-358 
AOA eeage Mi sire etry io enanctats os, Aoreivaaaes tee he os 9,201 696 7:6 12,123 1,068 8-8 & 
1 OSA eri ep Reo Pasay Ne hts ade Nae sa see alors 10, 180 670 6-6 13, 052 670 5-1 
TOBE Bib repc ates ts ten btecaecis pavers a kon SN. Sets eden 10,305 643 6-2 13, 227 643 4-9 
LOE GED Seine tas od ent a ys Nemhetals 11,253 759 6-7 14,175 759 5:4 
DOR See OU aN op ee ra Sie 11,775 790 6-7 | 14,697 790 5-4 
Average for 1936 to 1947................ 9,272 558 6-0 11,703 640 5-5 
THE WABASSO COTTON 
COMPANY LIMITED x 2 
(CEU SA, 3: CNAME SADR Rae tthe Se 5,278 120 2:3 |. 5,628 155 2-8 
ROOT. MMe fhe tn ks Seen 5,478 255 4-7 | 5,928 355 6-0 
OSS ts i hae ieee Nien ALN cremains spake Reine 5,574 188 3-4 6, 049 213 3-0 
TOS DIRE ieee cect Be bth ave tn donee anaes 3,471 158 4-6 4,171 383 9-27 
LODO eccrst ene ee ceenee ery, a EEE a Tehacs 3,940 645 16-4 4,740 ~ 745 15-7 
OA RE Fe ret eet. Nise et iae a thhun as NR ee 4,286 487 11-4 5,217 756 14-5 
Li Vato epi Skt vs eke a Ooo hae Oo mes 4,810 729 15-2 5,850 887 15-28 
LOTS Toe rete ne cao Meet re Rian che cmt a 4,913 289 5:9 6, 343 630 9-Om 
ING oo ORt ae, ne Ua RR aS 5, 137 506 9-9 | 6,567 506 7-7 

1 SP oat I Cas Se ere Bir aeiee ene nea 4,262 555 13-0 5,527 390 7-1 
O42 Gs et tane Wyre tier, ne tac MPa gerens 1s Mmeashaidhte 4,354 341 7:8 5,619 341 6: 

Oe ae WRN Mise ae, s Rind ets tasers a eater ty os 4,479 386 8-6 5, 744 386 6-7 
Average for 1936 to 1947................ 4, 665 388 8-3 -| 5,615 479 8-5 


etry SME NEN A Ne Ree ie Sane Dee oe Ee 


ies 2 P ¢ 

__Mr. Dypu: Now, Mr. Chairman, it is very near adjournment time; if we 
might perhaps have any general questions, I do not like to embark on special 
questions at this moment. 3 
. ; 

By Mr. Thatcher: ‘ 

Q. On page 9, of this report, in the figures at the bottom of the page under 


1947; the controls came off September 15, did you not say? . | 
Mr. Dypr: Yes, generally speaking. , 
Mr. TuarcHer: Which will be the inventory figure of 1947? Would it 

be the third quarter or the fourth quarter? Look at this $6,620,000 or so ab 

September 30. Would that be the date then? I just do not understand the 

dates of the quarters. A 

| 

The Wirness: That is the average inventory reported to us during that, 

quarter period. a, 


a 
“4 
ig 
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By Mr. Fleming: 
; Q. With regard to the figures on the increase on the date the 10th and 
: 17th, the increase in sales price, I imagine that depends on a variation in 
_ quality. I do not suppose the witness could give us any comparison of quality 
for that period?—A. No sir. 
Q. Will there be any evidence later on, Mr. Dyde; to give these figures 
significance? 
_ Mr. Dyve: T had not thought it would be possible to do that except by 
Ee companies themselves. However, if a better way appears we will certainly 
take it. ° 


By Mr. Dyde: ; 

Q. I was wondering if that had been covered in the questionnaire in the 
general answers?—A. No sir. 

Mr. Zapuitny: May we take it to mean— 

The Vicr-CuHairMan: Just before you continue, Mr. Zaplitny, Mr. Wilson 
reminds us that in the questionnaire there were specifications which wil] give 
in part information dealing with the point raised by Mr. Fleming. 

Mr. Fieminc: I presume there is a short answer to it and I thought we 
better have it. 

. The Vicre-CuHairnman: As you might say, it is in the picture all right, in 
the questionnaire and that sort of thing; and it may very well be it will 
be sufficient as it is to get that evidence from the industry to make a comparison 

possible. 

'.-. Mr. Zapurrny: I was going to ask where the term “subsidy period” in all 
cases is used is a parallel period to when price ceilings were in effect; whether 
we can take it to be understood that the subsidy period and price ceiling period 

are the same in all cases? 

The Vick-CHatrMan: We better make sure of that. It strike me it is 
the same. 

The Witness: I think there is a slight variation in dates, I believe—that 
may come out. 

The Vicr-CHarrmMan: I think it is only slight, isn’t it? 

The Wirness: Yes, I haven’t got the full details, 

Mr. Zapuitny: But as a general proposition it can be taken that the 

_ price control period and the subsidy period are the same in all cases? 

. The Vicr-Cuarrman: Your question is really to make sure of fixing 
the term. 

_ Mr. Zaruirny: That is right. You know what we mean by the subsidy 
period? 

The Wirness: Yes, you might take that. 

Mr. Fieminc: There are some interesting samples coming around here. - 
| The Vicr-Cuatrman: I have been asked to say to you that these samples 
_ are not complete, that if any of you wish to carry away such things as lingerie, 
or aprons or anything like that, they could well be supplied. 

Mr. Fieminc: May I ask another question, Mr, Chairman? 

The Vicr-CHAIRMAN: Yes 


By Mr. Fleming: 

_.- Q. On page 9, the figures of average inventory indicate that in the two 
last periods there has been an increase in the average inventory measured in 
| thousands of pounds and the increase measured in thousands of yards; does 
that indicate a change in the nature of the inventory carried? Are they 
| Carrying heavrier goods now on inventory, more than formerly?—A. No. 


‘ 
’ 


i 


P 


“ 


ir 
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Q. What is the explanation of that apparent diversion or trend?—A. The 
explanation can be seen on schedule B-6, from which these figures have been 
taken. On page 9, of the report you have the total of the figures shown on 
schedule B-6. % 

Q. I do not think that quite answers my question, Mr. Knight. Table B-6, 
gives the total figures of page 9, but they both indicate that in the last two 
periods; that is to say 1944 to 1947, in the one case and 1948 in the other, 
and the inventory measured in thousands of pounds has increased but measured — 
in thousands of yards it has decreased. What is the explanation of that; are 
they not carrying an inventory of heavier goods?—A. No. Some of the com- 
panies at that particular period had more pounds on hand and others had less 
yards on hand. 

Q. Do the two columns apply to different companies?—A. Yes, they do. 

Q. You mentioned earlier in your brief that some of the companies set their 
figures up on a pound basis while others set them up on a yard basis. Now, it — 
would appear that the figures here do not apply to the same companies in all — 
cases?——A. If you look at schedule B-6, you will see at the top of the page, 
Montreal Cottons Limited, and underneath that is the statement, thousands of — 
yards. In other words, Montreal Cottons Limited reported their finished goods in ~ 
thousand of yards. Running across the page you see that Wabasso Cotton ~ 
Company, Limited also reported their inventories in thousands of yards. Now, — 
these two companies together at that particular period reported less yards of © 
finished goods inventories than for the previous periods reported, whereas the © 
other three companies, Canadian Cottons Limited, Drummondville Cotton — 
company, Limited and Dominion Textile Company, Limited all reported in ~ 
thousands of pounds as having greater inventories on hand at that time than in © 
the previous quarters shown on page 9. 

Q. Then the two apply to entirely different companies?—A. Yes. 

The Vice-CHatrMAN: May I interject now? Are you through for the moment, 
Mr. Fleming? We have reached the time for adjournment and there are a couple 
of matters pressing for a decision arising out of the morning meeting, and this — 
afternoon we will have an executive meeting. - é 

We will adjourn now until 4 o’clock. 


= 


The committee adjourned to meet in executive session at 4 p.m. 
AppENDIx “A” 
KNIGHT & TRUDEL 
CHARTERED ACCOUNTANTS < 
132 St. James Street, Montreal 3 
April 3, 1948. 


Dear Sirs:—We refer to the letter of April 1 which was sent to you 
by Counsel for the House of Commons Special Committee on Prices. The 
same letter was written to a large number of textile manufacturers in 
Canada. ; 4 

In the case of your company, the Committee requires information in | 
addition to the above. Accordingly, we now enclose a more detailed | 
questionnaire and would ask you to complete the information bj 
Tce Wig rece ro i cade ea te ote and return it to us in duplicate, 
together with a covering letter signed by the chief executive officer aug 
the chief accounting officer of the company, certifying the accuracy of the | 
information. 4 
| 


~ 


* 
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In order to clarify any questions that may arise as to the compilation 
and submission of this more detailed questionnaire, it has been suggested 
that a meeting be held of the Accounts Executives by groups, as indicated 
at the office of the Institute of Chartered Accountants of the Province of 
Quebec, Suite 430, Canada Cement Building, Montreal. The time allotted 
for the meeting of the Accounts Executives of your group will be from . 
Biase Ses Les p.m. to ............ p.m., Wednesday, April 7, 1948. I 
would be greatly appreciated if you would advise immediately if you 
intend to send a representative to this meeting. 


WOULD YOU PLEASE CONFIRM IMMEDIATELY BY 
TELEPHONE OR WIRE. ; 


$ Yours very truly, 

_EHK/JQ— 

¥ : (signed) Knicut & TruprEL 
j Sent to: Ayers Limited 


Bruck Mills Limited 

Canadian Celanese Limited 

Canadian Cottons Limited 

Canadian Industries Limited—Nylon Division 
Courtaulds (Canada) Limited 

Dominion Textile Company, Limited 
Dominion Woollens & Worsteds, Limited 
Drummondville Cotton Company, Limited 
Paton Manufacturing Company, Limited 
The Montreal Cottons Limited 

The Wabasso Cotton Company, Limited 


: i Textile Enquiry 
Special Preliminary Questionnaire 


NOTES 


‘Notes for guidance in the preparation of Statements 1 and 2. 
1. 


Apply rebate on renegotiation of war contracts to sales of the year 
applicable. < 
Subsidies received and receivable should be shown in reduction of the 


cost of the applicable raw material in the period to which the subsidy 
applied. 


. Include in the Profit and Loss Statement under the appropriate fiscal 


year, subsequent years’ surplus adjustments. 


. Apply variation in opening and closing inventories on a pro-rata basis to 


Raw Material, Labour and the various components of overhead where. 
applicable. Prepare statements reconciling these adjusted figures of 
Raw Material, Labour and overhead with the company’s records. 


. Show cash discounts as deductions from sales or purchases, as the case 


may be. 


. Dyestuffs, chemicals, starches and materials chiefly incorporated in the 


finished product should be shown as “Raw Materials, Other’’, 
Additional depreciation to include that depreciation set up in the com- 


pany’s books in excess of the amount allowed by the income tax 
authorities. 
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PRICES 


T¥6T OF6T 


@ IOVG—T ‘ON INGWaLYLG 


$ $ $ GTR ee eee eee We eS ea ge eres ce dete es set MaOUg LAN 


OUIOOUT UO SOxe,T, 
Coe ewesseestessosensteaedsee*eseiveer SOAIOSOI AIOYUIAUT 
210} WOISTAOIT 


$ $ g Gore eee eee ee sere dens ouroour uo soxe4 
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-of Company: 


nets 


Name of Parent Company: 
a ea 

“la Ghae: 

, (if any) 


~~ 


Date of fiscal 
% year end: 


SPECIAL PRELIMINARY QUESTIONNAIRE—INVENTORIES 
& | BY QUANTITIES 


_ Show in pounds, yards or some similar basis, the total quantities of finished 
goods on hand at the end of each fiscal year for the following periods: 
a (1939 
— 1940 
+1941 . 
— 1942 nib ney 
— 1943 
m 1944 
p 61945 
1946 
» 1947 
and by months as follows: 
— 1946—January 
a February 
= -March 
_ April 
oo) May 
June 
July 
= August 
— —___-« September 
“i October 
November 
December 
 1947—January 
== =©6=SCtfté<tséS etry 
March 
April : 
7 ~ May 
fo. 7 7 June - 
m. July 
=~ August 
' September 
- October 
_ November 
December 
1948—January 
= . February . : 
— Mareh Pa, 
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TEXTILE ENQUIRY 


- (Special Preliminary Questionnaire) 


CoMPARATIVE SELLING PRICES 


Dominion Woottens & Worsteps Lrp. 
For each of the following articles manufactured by your Company, 
YARNDYED WORSTED 
PrscEDYED WORSTED 
TWEED 
OVERCOATING 


choose the type producing the greatest sales volume and show on the dated indicated: 


As at As at As at 
Jan. 1, Sept. 15, April 1, 
1942 1947 1948 
YARNDYED WorstTED 
Style reference number, description and full specifications 
init: Selling: PICO y suc ac cartes cise. ieete quer $ $ $ 
Cost thereof, as per Company's records: 
: Witbier cull tetas ust nes pe crete ree eas Noe eh oes netted $ $ $ 
A OUI ee irae es eater che espa ees 
(BAG Ce ee Don Ran one gous cao 
and Annual volume of Sales in Dollars and Quantities ; 
for the fiscal year 1942.. $ 
for the fiscal year 1947.. $ 
As at As at As at . 
Pe Jamloils Sept. 15, April 1, : 
1942 1947 1948 
PreceDYED WoRSsTED 4 
; Style reference number, description and full specifications ] 
q 
Tair Gelling Pr1Ge. keno: ceeds e-ehe o haloksl teers rel $ $ $ 3 
Cost thereof, as per Company’s records: 5 
1 Gyierd 2 Depa le Ray MeN ree UNS eds Bec Nt $ $ $ @ 
AEGAN OAUL Loi, ee Bac cgi al ee algae eteepecalber ey scare ome Kopel aheser = us 
(Eo daverkc bee tain PRN be erur cane Kenginecra Sie bio Sih oF & 


and Annual volume of Salesin Dollars and Quantities 
for the fiscal year 1942.. $ 
for the fiscal year 1947.. $ 
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Statement No. 6—Paae 2 


TEXTILE ENQUIRY 
(Special preliminary questionnaire) 


CoMPARATIVE SELLING PricES 


Dominion Woottens & Worsteps Lrp.— 


As at As at As at 
Jan. 1, Sept. 15, ‘ April 1, 
1942 1947 1948 
TwrEep— 
Style reference number, description and full specifi- 
cations: 
Unit Selline*Prica. or eee ot ee $ $ $ 
Cost thereof, as per Company’s records: 
Mievtontal eerie. yer een Bey mee ey $ $ 8 
Mabouniies. edi fh hae eaters 1 ates 
Overhead 


and Annual Volume of Sales in Dollars and Quantities 


for the fiscal year 1942........... $ 


for the fiscal year 1947........... $ 


As at As at As at 


Jan. 1, Sept. 15, April 1, 
1942 1947 "1948 


OvERcoaTING— 


Style reference number, description and full specifi- 
cations: 


Unit Selling Price 


Cost thereof, as per Company’s records: 


MERTORIB aan ei cient o hae eee ae $ 
Labour 


and Annual Volume of Sales in Dollars and Quantities 
for the fiscal year 1942........... $ 


for the fiscal year 1947........... $ 
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APPENDIX “B” 


HovusE or CoMMONS 
CANADA 


Room 400, Elgin Bldg., 
Ottawa, April 1, 1948. 


Dear S1rs,—By its terms of reference the House of Commons Special 
Committee on Prices is appointed to examine and report as to: 


(a) the causes of the recent rise in the cost of living; $ 

(b) prices which have been raised above levels justified by increased costs; 

(c) rises in prices due to the acquiring, accumulating or withholding from 
sale by persons, firms or corporations of any goods beyond amounts 
reasonably required for the ordinary purposes of their businesses. 


The Committee has decided to examine Textiles and it is expected that 
public hearings will take place at Ottawa at a date to be determined. If officers of 
your company are invited to give evidence you will be notified later as to the 
time at which they should come to Ottawa. 

For the purposes of its examination the Committee has appointed Mr. 
Maurice Samson, C.A., as accountant to receive, summarize and report on ques- 
tionnaires, and to examine the books and records of companies in the industry. — 
Mr. Samson has advised us that Mr. Harry Knight,-C.A., will be associated with _ 
him in this work and in direct charge of the examination. : 

In this connection we are now enclosing two copies of a questionnaire — 
requesting certain information from your company. Please return one copy of 
the questionnaire duly completed to Mr. Harry Knight, c/o Knight & Trudel, 132 . . 
St. James St. W., Montreal, not later than 15th April, 1948. : 

If you have any questions in connection with the supplying of this informa- — 
tion, would you please communicate directly with Mr. Knight at the above — 


address, or he may be reached by telephone at Montreal, (Harbour 3239). . 
Yours very truly, 

(signed) 1H. A. DYDE, ; 

Counsel 

FABIO MONET ' 

Counsel 4 

Special Committee on Prices 4 

a 

/AG : 
Sent to: 136 companies listed by the Dominion Bureau of Statistics in their ss ;; 


~ Census of Industry Reports as being manufacturers of cotton yarn an 
cloth, woollen cloth and artificial silk and nylon. 


Room 400, Elgin Bldg., 
Ottawa, April 1, 1948. 


Dear Sirs,—A letter and questionnaire similar to the enclosed is being for-_ 
warded to all manufacturers of woollen cloths as listed in the 1945 Census of. 
Industry Report. Your name is included in this list but we have been informed 
that your manufacturing activities are restricted to hand-weaving. ea 


¥ gate ‘ich 
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‘If this is the case would you please write to Mr. Harry Knight, C.A., e/o 
Knight & Trudel, 132 St. James Street, West, Montreal, advising him as to the 
nature of your operations and stating the total sales volume during your last fiscal 
year. If you are engaged only in hand-weaving, it will not be necessary for you 
to complete the attached questionnaire unless you hear further from Mr. Knight. 


Yours very truly, 


H. A. DYDE, 


Counsel 
Special Committee on Prices 


W/MES. 


Sent to: The Spider Looms, Ltd. 
_ The Squier Studio 
Island Weavers 
Canadian Weave Craft Co. 
Little Shop Inc. 
Canadian Homespun Regd. 


Room 400, Elgin Bldg., 
Ottawa, April 1, 1948. 


Dear Strs—A letter and questionnaire similar to the enclosed is being for- 
warded to all manufacturers of woollen cloths as listed in the 1945 Census of 
Industry Report. Your name is included in this list but we have been informed 

that your activities are restricted to rabbit farming and the manufacture of 

 angora wool. 

If this is the case would you please write to Mr. Harry Knight, C.A., ¢/o 
Knight & Trudel, 132 St. James Street, West, Montreal, advising him as to the 
nature of your operations, in which event it will not be necessary for you to supply 
any further information at this time. 

| If, however, you are also engaged in the manufacture of woollen cloths, would — 
you please complete and return the attached questionnaire. 


Yours very truly, 


H. A. DYDE, 
Counsel 


. Special Committee on Prices 
W/MES. 
Sent to: The Angoras of Abercorn 


P Room 400, Elgin Bldg., 
Ottawa, April 1, 1948. 


Dear Sirs: A letter and questionnaire similar to the enclosed is being for- 
warded to all manufacturers of woollen cloths as listed in the 1945 Census of 
Industry Report. Your name is included in this list but we have been informed 
* only a very small percentage of your activities are related to the manufacture 
of textiles. 
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If this is the case, would you please write to Mr. Harry Knight, C.A., e/o 
Knight & Trudel, 132 St. James Street, West, Montreal, advising him as to the 
extent of your operations and if you can show that less than 10 per cent of your 
total business is related to the manufacture of textile products, it will not be 
necessary for you to supply any further information at-this time. 

If, however, the manufacture of woollen fabrics constitutes a substantial 
portion of your total business, would you please complete and return the attached 
questionnaire. 


Yours very truly, 


HAY DYDE, 
W/MES. Counsel, Special Committee on Prices. 


Sent to: Acme Glove Works Ltd. : 
Room 400, Elgin Bldg., 
Ottawa, April 1, 1948. 


Dear Sirs: A letter and questionnaire similar to the enclosed is being for- 
warded to all manufacturers of rayon and nylon yarns and fabrics as listed in the 
1945 Census of Industry Report. Your name is included in this list but we have 
been informed that it has been so included in error and that your manufacturing 
activities are restricted to the making of cottcn thread. 7 

If this is the case would you please write to Mr. Harry Knight, C.A., c/o | 
Knight & Trudel, 132 St. James Street, West, Montreal, advising him as to the © 
nature of your operations, in which event it will not ‘be necessary for you to — 
supply any further information at this time. 

If, however, you are also engaged in the manufacture of cotton, rayon or 
nylon yarn or fabrics, would you please complete the attached questionnaire. ; 


Yours very truly, : 
H, A. DYDE, 


| W/MES. f Counsel, Special Committee on Prices. 
Sent to: Dominion Thread Mills. 
Room 400, Elgin Bldg., f 


Ottawa, April 1, 1948. 


Dear Sirs: A letter and questionnaire similar to the enclosed is being — 
forwarded to all manufacturers of cotton yarns and fabrics as listed in the 1945 
Census of Industry Report. Your name is included in this list but we have been 
informed that your manufacturing activities are restricted to the making of 
laundry nets. = 

If this is the case would you please write to Mr. Harry Knight, C.A., ¢/o_ 
Knight & Trudel, 132 St. James Street, West, Montreal, advising him as to the 
nature of your operations, in which event it will not be necessary for you to 
supply any further information at this time. z 

If, however, you are also engaged in the manufacture of cotton yarns on 
fabrics, would you please complete and return the attached questionnaire. ; 

Bi 


Yours very truly, 


H. A. DYDE, ‘= 
W/MES. Counsel, Special Committee on Prices. 


Sent to: Messrs. Talbot & Talbot. 
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ere es 


Chambre 400, Edifice Elgin, 
Ottawa, Ont. 


ae Le 2 avril 1948. 


Cher Monsieur, ; 
Une lettre et un questionnaire, semblable au questionnaire inclus, sont 
adressés & tous les manufacturiers de tissus de laine énumérés dans le rapport 
industriel de 1945. Votre nom est inclus dans ce rapport. Nous sommes toute- 
fois informés que vos activités se limiteraient au tissage & la main. 

Si vos activités se limitent au tissage & la main jl ne vous sera pas nécessaire 
de remplir le questionnaire inclus 4 moins qu'il ne vous soit demandé plus tard. 
I] vous faudra cependant décrire & M. Harry Knight, comptable licencié, aux 

soins de Knight et Trudel, 132, rue St-Jacques ouest, Montréal, la nature de vos 
opérations en ayant le soin d’indiquer le volume total de vos ventes au cours 
de votre derniére année fiscale. 

Votre bien dévoué, 


a FABIO MONET, 
FM/GR Avocat, Comité Spécial des Prix. 
ec. a: Le Métier 

Monsieur N. Poisson 

Melle Carmen Poirier 


_ (Nore: The above is a French translation of preceeding letter to The Spider 
Looms, Ltd.) 


Schedule “A” 
Textile Enquiry 
Preliminary Questionnaire 
- Name of company: 
. Date of incorporation: 
Law under which incorporated: 
Head Office address: 
Phone number: 
. Name of chief executive officer: 
- Names of directors and other officers and positions held: 
- Nature of products manufactured and sold: 
. Date of fiscal year end: 
10. Names of subsidiary companies engaged in the textile industry and 
extent of ownership: 
___ 11. Complete the attached schedules as to sales and profits of the company 
and each of its subsidiaries engaged in the textile industry. 
| In this connection, please note:— 
1. If consolidated figures for sales and profits are shown it will not be 
necessary to submit information separately for the parent and each subsidiary. 
2. Income from operations shown on the attached schedule should be the 
net income before deducting 
(a) provision for taxes on income, 
(b) bond interest, bank interest and interest on other borrowed money, 
(c) inventory reserves, 
(d) depreciation set up in the company’s books in excess of the amount 
allowed by the income tax authorities 
and should exclude investment income and profit or loss on disposal of invest- 
nents and fixed assets. 


_ _ Nore: This questionnaire must be completed and returned to Mr. Harry 
<night, C.A., c/o Knight and Trudel, 152 St. James St. W., Montreal, Que., on 
wv before the 15th April, 1948, together with a covering letter signed by the 


hief executive officer and the chief accounting officer of the company certifying 
he accuracy of the information. 
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TEXTILE ENQUIRY 
Preliminary Questionnaire 
ScHEDULE OF ANNUAL SALES AND PRoriTs 


Name of Company: 


Address: 
Sales of Sales of Operating Net Profit 
Fiscal cotton Sales of rayon and Sales of Total Income (as| after pro-— 
Year yarns woollen nylon other defined in | vision for 
ended in and products | yarns and | products Sales attached taxes on 
fabrics fabrics Schedule A)} income — 
$ $ $ $ $ ie bor 


ScHEDULE ‘‘C” 
TEXTILE ENQUIRY he 
Preliminary Questionnaire 
ScuepuULE or MONTHLY SALES AND OPERATING INCOME 


Name of Company: 


Address: = es 
: Operating Income - 

Month of Total Sales (as defined in _ 

Schedule A attached) 


eo $ $ a 


TaN APE lee oe Pee AOR ope Rene EGU Sn DST Ea aces Siar Rone 


GEO DER aed Ree re PR EE NAM ea loathe atetasalee taal alan BUTS 
NON CDN CT eae et ae Se gia at el tentacie th fale ca is cect atsPaezon hatagea 
ADE COT OTN Wed Rie Dials it as ales Re boieienye IreSIP oprah debe 


1 VSI SS Dae tae Geo Rat ne an Diaper Ze RM Re ie Has pho kc sia 
ING VPI DEE. couse he teies Ja dinkineiel ob ates ean nae iti, ae een Bie 
MYECOMA DELS Ris sok os cone oe are. Sasiapeb eRe Galena Tale ok anche eRe SRO E RSE 


TEESE EET alte neguanrnene meena ecu WR cera ta. Meet car) RES Yo! ct a, $ $ 
HEDLURT Vente io nyc eiaits DEes oo ale. Hants 6 chars etd ages ees Gipeene 
Nici hlitatience cite Smee ch here nea Bi ts Seb, ey Si hale garkes 


j If March figures will not be available by April 15, 1948, do not delay returning this questionna 
that date but submit the March figures separately as soon as possible. : 
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MINUTES OF PROCEEDINGS 


WeDNEsDAY, June 2, 1948. 


The Special Committee on Prices called for 4 p.m. met at 4.30 p.m. only, 


ue to a division being called in the House. The Vice-Chairman, Mr. Maybank. 
esided. 

_ Members present: Messrs. Beaudry, Fleming, Lesage, Maybank, Merritt, 
hatcher, Winters, Zaplitny. 


» Mr. H. A. Dyde, K.C., Counsel to the Committee, in attendance. 


Mr. Thatcher moved that representatives of at least two labour unions be 
lled to appear before 'the committee, to give their viewpoint on prices and 
nditions in the textile industry. 


’The vice-chairman ruled the motion out of order on the 


ground that this 
d been dealt with in an executive session of the committee 


on June 1, 


vir, EH. Knight, Chartered Accountant, was recalled and further examined. 


_ During proceedings, Mr. Fleming occupied the chair in the temporary 
sence of the vice-chairman. 
| 


BAt 6 p.m. witness retired and the committee adjourned until Thursday, 
ae 3, at 11 a.m. 
R. ARSENAULT, 

Clerk of the Committee. 
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MINUTES OF EVIDENCE 


Hovuss oF Commons, 
June 2, 1948. 


The Special Committee on Prices met this day at 4.00 p.m. The Vice- 
Chairman, Mr. R. Maybank, presided. 


The Vice-CHAIRMAN: Gentlemen, will you come to order please. The first 
matter of business is that I should put upon the record the telegram which you 
have all seen. There is no need to read it but it has been sent out to those 
several defaulting firms. The answers perhaps ought to go on the record although 
I do not suppose you want them read at the moment. There has been a number 
of replies which also ought to go on the record and be attended to. As an illus- 
‘tration one answer requests that forms be sent in French, another explains that 
there has been some misunderstanding, and there are some firms which have not 
answered at all. I think I can safely leave this matter in the hands of counsel. 
Actually, I suppose there is no particular reason why the demanding telegram 
should not go on the record. My reason for bringing this to your attention, 
Mr. Dyde, is to discover whether there are any firms continuing to be in default. 

Mr. Winters: Were any forms sent in French? 


The Vicr-CHairMAN: Yes, one firm with a decidedly French name, and my 
pronounciation is not very good, Aux Tissages Francais Limited received forms 
in French but they complained and insist that English forms be supplied. I think 
that you fellows from Quebec will have to get your people to make up their 
minds just what they want. 

Mr. Braupry: We will know that in about a month and a half. 

The VicrE-CHAIRMAN: The demanding telegram is as follows: 


The Special Committee on Prices of the House of Commons of 
Canada has received evidence from its auditors that information respect- 
ing your business has been requested of you by the committee’s counsel 
and that you have failed to supply same stop The committee upon the 
presumption that such evidence is correct now requires that you explain 
immediately by telegram why you have thus failed to supply the informa- 
tion and that you indicate whether and how soon such information will 
be supplied by you, and further that you proceed to supply same. 


RALPH MAYBANK, 
Vice-Chairman of Committee. 


The Vicn-CHarrMAN: I think there are only two French-speaking members 
present at the moment but the English-speaking members will pass censure upon 
them. Perhaps we should also include French counsel. Will you check and let 
us have a continuing report in the morning, Mr. Dyde? 

_ Mr. Dype: Yes, Mr. Chairman. 

Mr. Tuatcuer: Before you proceed, Mr. Chairman, at our meeting yester- 
day numerous matters were discussed one of which was the matter of subpoena- 
| ing one or two representatives of labour unions. Certain unions have indicated 
to me personally, and to the chair and others, that they would like to appear 
to give their side of the price question in connection with the textile matters. 
‘I think, in view of the fact that we are hearing anywhere from five to twenty ~ 
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more companies we should decide at this time to bring one or two labour 
organizations. It has been suggested that the Catholic Syndicate and the C.C.L. 
would be good unions to call. I do not know which unions would best qualify 
for appearance but I think that we should give them some time to prepare their 
’ priefs. The companies which are appearing have had some weeks notice and 
therefore I think that we should decide to call these union witnesses and give 
them an opportunity to present their side or else now we should decide not to 
call them. If we decide to allow them to come we can give them proper notice. 
I would move, seconded by Mr. Zaplitny, that this committee subpoena two 
members from two unions. 

Mr. Lesacr: Who is going to decide which ones they will be? : 

Mr. Tuarcuer: I would leave that to counsel. I am sure that no member 
of the committee would like to deny the right of those unions to give information 
on the price question. I think they could give us information which would be 
valuable and I think in fairness we ought to give them an opportunity to make 


their presentation. I would make that motion. 5 
The Vicn-CHAIRMAN: I am afraid that I will have to rule that out of order. 


Mr. TuHatcHer: On what grounds? a | 
The Vice-CHAIRMAN: On the ground that it was discussed yesterday and 
you and Mr. Lesage were to constitute a committee of two— % 
Mr. TuatcHer: With a reservation— zd 
The Vice-CHAIRMAN: I will come to the reservation in a moment. Y 1 
and Mr. Lesage were appointed a committee of two to watch the evidence and 
see whether you could conclude that there would be any value in calling the 
labour representatives. | 
Mr. Tuarcuer: I concluded that there would be— + 
The Vice-CHAIRMAN: Just a moment. You expressed the reservation at 
that time that you would still be free to bring the matter up at this meeting m 
case there could not be an agreement after consideration of the matter by 
yourself and Mr. Lesage, particularly if the matter was not satisfactory to 
yourself. You are free to bring in a motion but not at the present time, nor 
until there has been something in the way of an observation by that committee 
of two which was appointed yesterday. I think it is clear that as far as today, 
is concerned the motion is out of order and I so rule. iS 
Mr. Tuatcuer: Mr. Chairman, on what grounds do you rule that? 
The Vice-CHAIRMAN: I have just stated the grounds. The matter was 
discussed yesterday— zi 
Mr. Tuarcuer: In secret session. 


3 
Po 


“a 


about it. 
Mr. TuHatcuer: I have been asked by the group to which I belong to ma 
that motion. | 


The Vice-CHairMAN: You have made the motion and it has been ruled ow 

of order. “3 ) 
Mr. Tuatcuer: I appeal your ruling. a 
Mr. Lxsacn: There is no appeal. = 

u 


Mr. THarcHer: My goodness, Mr. Chairman— = 
The Vice-CHatrMAN: I do not know whether there is an appeal but there 


Pa 


is no use arguing after the fact. | 
Mr. Tuatcuer: Are you ruling a time when I can make the motion? es 
The Vice-CuHairMAN: I am not ruling that any specific time will be 

appropriate. 
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_ . Mr. Tuarcuer: You mean to say that after it is too late to let these 
unions know about appearing you will allow me to make the motion. You have 
given the companies weeks to prepare but you do not want to give the unions 
a chance to prepare their briefs. 
The Vice-CHAIRMAN: I realize you are saying that for a particular reason. 
Mr. TuHatrcHer: You may realize what you like. 


| The Vice-CHAIRMAN: In any event the motion is clearly out of order in the 
light of the arrangement made yesterday wherein you yourself had an oppor- 
tunity of saying something on the matter but you did not say it. 

Mr. TuHatrcuer: Are there any minutes of our meeting yesterday? How 
an you rule me out of order if there are no minutes? 
_ The Vicr-Cuarrman: I am taking the responsibility of ruling the motion 
out of order and have done so. 
; Mr. Lesace: Mr. Thatcher has not called a meeting of the subcommittee 
of two. 

Mr. THatcHer: How could I? 
; Mr. Lesage: Mr. Thatcher was so busy preparing a little speech in French 
that he could not talk to me. 
_ The Vice-CuairMan: Let us get on with the meeting. 
Mr. THATcHER: You have ruled very arbitrarily. 
The Vice-CHAIRMAN: There is no use arguing about a ruling after it has 
been made. ; 
Mr. Zapuitny: May I raise a point of order? 
The Vice-CHairMAN: Yes, will you state it? 
_ Mr. Zapuirny: The motion may or may. not be out of order but it is 
certainly out of order to impute motives to members, either in this meeting or 
elsewhere. It is worse still for the chairman of this committee to say that 
someone is making a statement for a particular reason—the gentleman on my 
left having supplied the reason. 
The Vice-CHAIRMAN: Any imputation of motives by the chair is with- 
drawn. Any imputation of motives by anyone else is withdrawn. Is that 
agreed, Mr. Lesage? 
_ Mr. Lesace: Definitely. 
The Vicr-CHairMan: All right, we will go on with the meeting. 


Mr. Dyve: Our procedure today will be to start at the beginning of Report 
B and Mr. Knight is here to answer questions. I suggest that we start at page 
2 which is headed schedule B1 and while I may have some questions we might 
go over the schedule and I will ask certain questions and try to cover it schedule 
by schedule. Of course that will not prevent us going back to an earlier schedule 
that we may have left. My purpose is really to make sure that we understand 
the report. 


¥ 


* 


Co 


E. Harry Knight, C.A., 17 Peter Avenue, Pte. Claire, Quebec, recalled: 


By Mr. Dyde: 


__ Q. Mr. Knight, the first question I have is with respect to schedule B4 and 
tis this. I note in the second paragraph you have used the phrase “operating 
Reome” and not “net profit”? Would you explain your reason, please?—A. 
‘Operating income” has been used as the measure of earnings instead of “net 
orofit” because “operating income” is the difference between sales and all costs 
ertaining to those sales, with the exception of income tax and financial expense. 
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“Operating income” is not the “net profit” available to the shareholders. 
“Operating income” may be more or may be less than net profit to the company 
available to the shareholders, as “operating income” may be increased, or reduced 
by other income and other charges which have no direct relation to the manu- 
facture of textile products. “ . 

Q. The sense in which you have used that phrase is invariable throughout 
report B?—A. It is invariable. 

Q. So that on every schedule where we find the words “operating income’ 
they are to be taken as being defined in accordance with this paragraph on page 
2 of your report?—A. That is so. q 

Q. I come to the next paragraph after that starting with the words “average 
annual sales” and it is not a question which I have at this point, Mr. Knight, but 
I think perhaps it would be useful for the members of the committee to look at 
the actual schedule. The figures as quoted in that paragraph are apparent at the 
bottom of schedule B1. The figures are there and are explained in the actual 
schedule itself. Then there is one other remark which I would like to make for 
the benefit of the committee, Mr. Chairman. The last three paragraphs on page 
2 are paragraphs dealing with the cotton subsidy and I want to inform the mem= 
bers that. Mr. Knight’s remarks in this case are largely explanatory and that fol- 
lowing Mr. Knight’s evidence I have arranged that an officer of the Commodity 
Prices Stablization Corporation should appear before the committee to give a 
further explanation with regard to the working of the cotton subsidy. Then turn= 
ing to page 3, I think, Mr. Knight, it might be useful if on this page we were to 
make a note somewhere opposite the page (for our own benefit); of the ends of 
the fiscal years of the five important cotton companies. I think I am accurate 
but you can check with me. Dominion Textile’s fiscal year ends March 31 in each 
year, is not that correct?—A. That is correct. % 

Q. March 31 of each year. Drummondville Cotton Company fiscal year 
ends March 31 also?—A. That is correct. S 

Q. Montreal Cotton Company fiscal year ends December 31?—A. That is 
correct. ‘a 

Q. Canadian Cottons Gompany fiscal year ends on March 31 of each year?— 
A. That is correct. Py 

Q. Wabasso Company fiscal year ends on the Saturday nearest to April 307 
—A, That is-correct. 

Q. I think I have no other questions with regard to schedule B1. 

Mr. Zapuirny: Mr. Chairman, as a matter of information, may I ask this? 
It seems to me in replying to the first question about operating income Mr. 
Knight said “operating income” may be increased or may be reduced by other 
income. We can understand how it might be increased but not how it could be 
reduced. 

The Vicr-CuatrMan: He said it might be increased or reduced by other 
income and in the next sentence he included the words “and other expenses” and 
he might have added the word “respectively” but he did not do so. He left it 
open to us to think it out and I was for a moment in the same confusion of mind 
as you are now. : 


Mr. Zapuitrny: The record will show it. 


tinue, Mr. Dyde. 


By Mr. Dyde: + Ps 

Q. If there are no other questions with regard to that schedule we will go 
schedule B2 which starts on page 3 and I would turn to page 4. I think w 
you were reading this yesterday, Mr. Knight, you referred, with respect to § 
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_ paragraph (b), to exhibit B38. I may be wrong but I think you read it as exhibit 
B3. I want to make quite sure that we are referring to exhibit 3 which, as I 
understand it, consists of the last pages of your report A?—A. That is correct. 

Q. Then in the total which appears on page 4 I would like to have you check 
some figures which I have worked out so that we may, if we wish, have a table 
which excludes the three subsidiaries of the tire and rubber manufacturers. Under 
the heading “average annual sales” I have made a table of the first two figures 
which are—$66,248,000, and $15,790,000, and my total is $82,038,000, for that. 
Then in the average annual operating income column the total of those two items 
is $9,714,000?—A. Yes. 

Q. And the percentage of operating income to sales is 11-8 per cent?—A. 
That is correct. 

Q. The only reason that I did that is that I note further down on the page 


that over 90 per cent of the production of the three subsidiaries, according to 


your report, is disposed of to the parent companies and that the amount which 
goes out to the public directly is very smail?—A. That is correct. 
Q. I have no further questions at the moment. 


Mr. Fieminc: Why were these five special companies selected? Was it 


_ because they were the largest producers in the field or what was the reason? 


. ee 


The Vice-Cuarrman: I imagine Mr. Knight was not responsible for the 
selection. 


The Wirness: No. 
The Vice-CHarMan: What is the answer, Mr. Wilson? 


Mr. Wiuson: Three companies were selected because they were the largest 
producers and the other two were selected because they were subsidiaries of one 
of the three. 

Mr. TuHarcuer: Mr. Dyde, on this B2 schedule with the five special 
companies, may we conclude that the operating income of the five companies 


_ was only half, during the subsidy period, of what it wag in the four years 


_ preceding the subsidy period? In other words while subsidies were on they 
_ made $27,000,000 but in the four years preceding the subsidy period they made 


$56,000,000? 


Mr. Dypr: May I ask if you are referring to the actual total? 
Mr. TuHarcHer: Schedule B2— 
- Mr. Dype: You are referring to the actual schedule, are you not? 
Mr. TuHatcuer: Yes. 
Mr. Dypr: Not the narrative covering it? 
The Vicr-CuHairMAn: What page is that? 
Mr. Dype: At the back, B2. 
The Vicr-Cuarrman: I wonder if you would deal with that when we come 
| to it, Mr. Thatcher? Would you hold your question? It does not refer to the 
j narrative over which Mr. Dyde is going. 
| Mr. TuHarcuer: I thought he was going to try and relate the two. 


The Vice-CuHairMan: I suppose there is no objection to having the question 
asked, 


x 


| Mr. Dynes: No, I have no objection to the question being asked at this time 


and, as a matter of fact, we might find it advantageous, Mr. Chairman, to make 
Sure that we have knowledge of the schedules at the same time that we are 
' looking at the narrative. I think the question might be directed to Mr. Knight? 


Mr. Tuarcuer: Did you understand the question, Mr. Knight? 
_ The Wrrness: Yes. 
| _‘Mr. Tuatcuer: What is the reason? 


| 
ie 
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The Wirness: It appears to be on account of the profit limitations of the 
subsidy agreements. 
The Vice-CHAmRMAN: Have you finished? 

The WitNgss: Yes. 

Mr. Tuarcuer: Would it be fair to assume with the subsidies and ceilings — 
removed that these companies are liable once again to start making profits 
which are about double what they made while the subsidy was in effect? 

The Witness: That is a matter of opinion, Mr. Thatcher, and I just have — 
facts and figures before me. 


By Mr. Zaplitny: 
- Q. As a matter of clarification is the term “limitation of profits” synony- 
mous with the term “price ceiling”?—A. No. 

Q. Would you give the distinction between the two?—A. Those subsidy 
agreements were quite complicated and as I said in the report I did not study 
them but I believe counsel intends to bring witnesses to explain this to you. — 
I imagine the significance will be explained. . a 

Mr. Dype: If there is nothing else on this schedule I would like to turn — 
to schedule B3. I am not particular whether you look at the table or at the ~ 
narrative. The question I will ask covers both and I see, Mr. Knight, that there © 
+3 an item which is referred to in the second part of your narrative on page 5, 
which is referred to throughout on schedule B3, namely the item of overhead. 

I am referring now to page 5 of your narrative and I note, for instance, that ~ 
you have prepared a table which shows the twelve year average for the five ~ 
companies and you show raw materials—cotton, 29-6 cents under the dollar 
sales, and then after naming raw materials—other, and labour, you have an — 
item there of overhead of 16-3 cents? 


By Mr, Dyde: 4 

Q. Would you please inform the committee what items are included in 5% 
overhead?—A. Yes. Generally speaking in overhead is included depreciation, — 
supplies and manufacturing expense, selling salaries, office salaries, selling — 
expense, office expense, all commodities, advertising, rent. q 
Q. When the returns were made by the companies from which you asked — 

the material, I assume I am right, I assume that they were detailed?—A. That = 
is right. 2 
Q. And when you were making up your totals you have simply taken — 
these items and are they all in under the heading of overhead?—A. That is 
right. a 
Q. On page 6, of your narrative, Mr. Knight, and still dealing with 
schedule B-3, I notice in the last sentence of your narrative on schedule B-38 
you say: Figures shown on schedule B-3, vary from one company to another — 
for reasons peculiar to each company. Could you elaborate that for the com- 
mittee, please?—A. Well, the overhead of one company might vary with the 
overhead of another company. One company might rent a building, another — 
company might own it and not have to pay rent. And the policies of manu- - 
facturing might vary. I have not detailed all the numerous variations that 
could occur, if I had I imagine it would be a long list; but it did vary fro te 
one company to another because no company is identically the same either 
as to location or machinery or capital structure. . 
Q. Do we have to take account of any external situation such as strikes 

or things of that kind, in connection with any of these companies?—A. Yes, | 


that would have to be taken into account over these periods when that 
contingency arose. 
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€. In the periods you have taken are there such situations as that, or 
have you come across them?—A. Yes, on this special preliminary question- 


_ naire returned by the Dominion Textile Company Limited it stated that the 


operating income for the last quarter of 1947, and the first quarter of 1948, 
was due to the importation of gray cloth at higher cost without benefit of 
subsidy; and they also refer to a retroactive wage adjustment. Montreal 
Cottons in the third quarter of 1946, noted a strike at that time. 


Mr. Dype: I have nothing else, gentlemen, with regard to schedule B-3. 


By Mr. Beaudry: 


Q. Mr. Dyde, do we have a breakdown either for each company or over- 
all of the percentage of each item of overhead as against 100 per cent? 

Mr. Dypr: What was that, Mr. Beaudry? 

Mr. Beaupry: Of each item of overhead against 100 per cent? 

Mr. Dypr: No, I do not think we have, have we, Mr. Knight? 

The Wirness: We haven’t had that prepared. 

Mr. Beaupry: Is it very difficult to secure? I would not require it now 


but I might, that is why I would like to know whether it is feasible to obtain it. 


i<a 


Mr. Dyovz: It is feasible to obtain. I would hike to know for what period, 
and if you want it for all the five companies or not ? 


Mr. Braupry: That would have to develop I think with the progress of 


_ the inquiry itself. 


* 
6 


Mr. Dyone: I see. 
Mr. Braupry: I do not think I would be in a position to tell you now if 


I would want it from all of them. 


ha 
| 


(Mr. Fleming assumed the chair), 
The Acting CHairman: If you care to raise that later then, Mr. Beaudry. 
Mr. Braupry: I wanted to have some information as to whether it could 


be got if it became necessary. 


as 


The Acting Cuarrman: You are not asking for it now? 
Mr. Breaupry: No. 


Mr. THarcHer: On page 6, I notice labour and overhead are combined, 


/ the percentage which labour forms in the consumer’s dollar, and I notice that 
that has dropped from what it was before the war. I see you have labour and 
overhead combined. Would that apply to labour by. itself? 


Mr. Beaupry: You have that in the previous paragraph, Mr. Thatcher, I 


| think; where you have labour quoted on page 5, by itself. 


Mr. Tuarcuer: Then, for the most part it is just about the same as it 


‘Was, it went down a little in between. 


The Wrrnesss That is only reported on a percentage basis. 
Mr. TuHatcuer: Yes. I wonder if you could give some indication of how 


you found wages to be in the textile industry; are they higher, lower, or better 
than they were? Just what is the general picture as far as wages are concerned? 


Mr. Braupry: On a point of order, Mr. Chairman; is that relevant? 


The Acting CHarrMan: Well, Mr. Knight may or may not have know- 
edge of that; or he may or may not be in a position or qualified to comment 


on it. 


is 


Mr. TuHatcuer: Schedule B-3, gives labour all the way through, and the 


fact that it is there I must submit would make it relevant. 
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Mr. Wryters: Schedule B-7 sets it out in detail. That might give you the © 
answer to your question. ' 
The Actinc-CHAIRMAN: Were you asking about specific rates or a propo- 
sition of the sales dollar represented by labour costs? 
“Mr. Tuatcusr: No, I wanted to be a little more specific. : 
Mr. Winters: I think the answer will be found in schedule B-7. 
Mr. Lesacr: Yes, I think the answer is in B-7. ~ . 
Mr. Tuatcuer: No, that is not the information I wanted. I wonder if , 
T could get an answer from the witness, if you don’t mind. 
Mr. Lesace: It is just a question of whether we should go into that. 
Mr. Tuatcuer: It is material, whether you say so or not. 
The Actinc CuarrMan: Mr. Lesage has taken exception to your question. 
Would you please put your question again? 
Mr. Tuarcusr: On schedule B-3, Dominion Textile Company Limited, we © 
- have an item there which shows the proportion—with respect to this particular 
company and it shows the proportion of the consumer’s dollar as being 26°4 — 
in pre-war days and 24-7 now, that is during the period 1944 to 1947. Well 
now, is that tendency continuing? 
The Actina CHAIRMAN: You mean in 1948? 
Mr. THATCHER: Yes. 3 
Mr. Winters: On a point of order, Mr. Chairman; if we are going to this 
T think Mr. Knight should explain very carefully just what these figures represent. 
The Actinc CuHatRMAN: Well, Mr. Knight, have you any figures for 1948? 
The question relates to the 1948 period as to whether the trend continued into 
1948. Have you any figures on 1948, or have you just figures up to and includin 
the last quarter of 1947? 
The Wrrness: No, sir. We have figures on 1948, and you will see the figure 
on schedulee B-5, gives you the first quarter of 1948. 
Mr. THarcuer: Well then, in the first quarter of 1948, labour is going down 
even lower. 2 
Mr. Wryters: That is not lower, that is the proportion. 
Mr. Tuatcurer: That 23-06 is in proportion. Can you give us the same 
detail as to specific dollars and cents in wages for the same period? ¥ 
Mr. Winters: Why don’t you look at B-7. _ 4 
Mr. Lusacn: I think if Mr. Thatcher will turn over to schedule B-7, just 
for a moment he will find his anwser there. A 
Mr. Tuarcuer: I would be very glad to have you point that out to me. 
Mr. Lzsace: You will find it just about line 5. 
Mr. Tuarcuer: I do not know what the government members are so touchy 
about. a 
Mr. Braupry: We are not here as government members, Mr. Thatcher; we 
are here as members of the committee the same as you are. a 
Mr. THarcuer: Then, let me get a little information. 
The Actinc CHAIRMAN: Has anyone else any questions to ask in the meamn- 
time, while Mr. Knight is looking that up? E 
Mr. Winrers: I have a question in connection with overhead which I would 
like to ask Mr. Knight; are operating items such as plant maintenance, machine 
maintenance and so on included in overhead? % 
The Wrrness: The answer is yes. 
The Acting Cuamrman: Are there any other questions? 
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Mr. Tuatcuer: Maybe I am a little off the bit or something, but I cannot 

see how schedule B-7, gives the information I want. I would like to know 
from Mr. Knight, he can tell me whichever item it is, I want to know what 
wages are paid in these Quebec mills. The new wage scales do not answer my 
point. Where can I get this information if this is not the right place to ask it, 
I will ask it later. 

Mr. Beaupry: In the Industrial Relations Committee. 

Mr. TuatcHer: No. 

The Actinac CHARMAN: Order. Have you such information? 

Mr. Lesace: There is a minimum wage law in Quebec. 

Mr. Tuatrcuer: You always pay minimum wages. 

The Actinc CHAIRMAN: This witness has not got the information so let us 
not waste any more time on it. 

Mr. Tuarcuer: Just a moment, Mr. Chairman; these things would have 
something to do with setting the price so if we haven’t got it would I be out of 
order to suggest that we get it? 

The Actina CuHairMAN: Yes, I think so. This witness is giving us informa- 
tion in a particular field. Witnesses from the company will be here next week 
and I would suggest that they will then be able to answer your question. 

Mr. Tuatcuer: Then would you mind explaining to me why if it has nothing 
to do with it, wage figures should appear in this document? 

The Actina CHairMAN: You have been asking about the details of mini- 
mum wages. Mr. Knight has been taking figures and from them has worked 
out this particular statement. 

2 Mr. Dyve: There are statistics for the various industries which can be 
obtained through the Dominion Bureau of Statistics. 

The Acting CHAIRMAN: Just continue Mr. Dyde, please. 
Mr. Zapuirny: We are referring to schedule B-3, now? 
| Mr. Dype: Yes. 
1g Mr. Zapitny: I had a matter I wanted to ask about but I will wait until 
| later. 
| The Acting CHAIRMAN: We have just finished schedule B-3, and we are 
about to begin on schedule B-4, on page 6, of the narrative. We have reached 
' the middle of page 6, of the narrative, Mr. Zaplitny, and that brings us up to 
_ the end of schedule B-3. 
| Mr. Zaruitny: I am sorry, I will wait until we reach schedule B-7. 
The Acting CuHarrmaAN: All rigth, Mr. Dyde. 


By Mr. Dyde: 


Q. Mr. Knight, I have no questions at the moment on schedule B-4, until 
you come to the last paragraph which is at the foot of page 7; and I would be 
glad if you would amplify the remarks that you make in that paragraph with 
_ regard to reporting of sales, and I would like to understand as well as possible 
the significance of your statement there?—A. Well, it would be very difficult to 
' compare the volume of production in a company that is making a number of 
_ articles from one year to the next when possibly the process of manufacturing 
might change for that article or any one of those articles. Also, it is not 
customary for companies that are making a number of lines to keep complete- 
| accounting by interim periods of the volume of the articles sold as such, and 
it is for those reasons that I made these remarks. 
| Mr. Dype: I have no other questions, Mr. Chairman, with regard to 
schedule B-4. 
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By Mr. Zaplitny: 
Q. Did I understand you to say that the companies concerned did not keep 
a record of the volume of articles sold?—A. That is not applicable to every 
company. There are some who do, but when you have a company which has a 
multiplicity of lines, they would probably keep a record of the volume of sales 
on each line by the process of taking their production records, going into the 
plant and adjusting their turnover to closing inventories. But there are some 
of these companies who haven’t got the elaborate accounting system that will 
enable tuem to do that. Some of them have. So, in order to show those figures 
you would have to have it from every last reporting company in order to be able 
to make your comparison. 
Q. In order to arrive at the selling cost you would necessarily have to have 
a volume of goods and the total cost in order to arrive at the unit cost, would 
you not? I mean you would have to have the number of articles involved and 
the total cost of producing those articles before you could arrive at the cost 
of producing any one article2?—A. We have not done that with respect to all 
of these. 


The ActTina CuHatRMAN: Are there any more questions with regard to 
schedule B-4? Then we will turn to page 8, schedule B-5. 


Mr. Dypn: I have no questions at all, Mr. Chairman, on schedule B-5. 


The Acting CHAIRMAN: Are there any questions on schedule B-5 on page 8? 
Then we will turn to page 9, schedule B-6. 


By Mr. Dyde: 

Q. ‘On schedule B-6, Mr. Knight, page 9 of the narrative, I would like you 
to turn to that schedule please for a moment and just make sure that in looking 
at the schedule we have a complete understanding of what this schedule tells 
us. I notice in the right-hand column at the right-hand side of the page you 
have the expression “finished goods inventories (cotton group), expressed in 
terms of quantities for the prices indicated.” Now then, under that you have 
first 1,939,000—and I am assuming that that means as at the end of the fiscal 
year 1939?—A. That is right. 

Q. Now for the years 1940 to 1943, you have taken an average of the four 
years involved, it is not at any one point?—A. No, it is the average of the 
inventories at the end of the fiscal year terminating in each of those four years. 
That is averaging the four figures. 


Q. Yes, and the same remark applied to your next in line; you have — 


indicated the average for the subsidy period, 1944 to 1947; is that it?—A. Yes, 
that is right. 

ae Then in the next group is the report by companies for 1948. Now, at 
what date of the year would that be? 

(Mr. Maybank resumed the chair.) 

The Witness: Starting with the first one, the figure of 536,000 yards is the 
figure reported at the end of the first quarter which would be the 31st of March, 
by Montreal Cottons. 


Q. Would you go across that page 6, and can you give us the same dates — 


for the other companies?—A. Yes. Canadian Cottons—3lst of March—2,035,000 
yards: 

Q. As at the 3lst of March?—A. As at the 31st of March. 

Q. Well then, the figures across that page are at the end of the fiscal years 
of the companies involved; is that right?—A. No. 

Q. No?—A. No. i 

Q. All right; in Wabasso Cotton Company, the last reporting date?—A. It 
was the 3lst of January. There you have 2,524,000 pounds, which was at the 
3ist of January. 
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Q. Then the amount of 1,974,000 under Drummondville Cottons— 


A. Drummondville is at the 31st of March. 


Q. And Dominion Textile Company Limited?—A. That also is the 31st 


| of March. 


Q. Now, would you drop down to the last row of figures on this same page 
and there I see in 1948, first quarter, there are figures which in some cases 
correspond and in other cases do not with the figures that we have just gone 
over. Montreal Cottons Limited, there is 536,000 pounds in each case. That 
is the total reported by companies in 1948, and also it shows the first quarter 
of 1948; and then, there is a difference under the heading “Canadian Cottons 


_ Limited,” there is a difference reported by companies in 1948, and the figure for 


the first quarter of 1948; what is the explanation of that?—A. Well, Montreal 


Cottons only reported at the end of their first quarter. They did not have an 


interim monthly reporting of these inventories, so the figure is not in that case 
the same; and the next figure over is the average figure. 
2 Q. You refer me to the exact figures you are talking about when you say 
average figure, please—A. The figure 1,860,000 pounds for Canadian Cottons 
is the average of three figures; January 31, February 29, and March 31. 


By the Vice-Chairman: 
_ Q. Is that 1,860,000 pounds a monthly figure or the quarterly figure?—A. 
That is the average for the quarter, sir. 
Q. Then there is a monthly figure?—A. All three are month-end figures. 
: Q. Is a figure resulting from a division by three?—A. That is it, sir. 
Q. I see; and, what is the 2,035 reported in 1948?—A. That is the actual 
inventory they had on hand at the 31st of March. 
: Q. Oh, it is one of the figures then which entered into the addition which 
divided by three became the average of 1,860?—A. That is correct. 
7 Q. I see, so that at the end of February, and at the end of January last 
year, both of them would be a figure very much lower than 2,035 in order to 
arrive at the average which itself is lower than 2,035?—A. Of necessity. 
Q. Yes, all right. 


By Mr. Dyde: . 

Q. Now, if I move to the right-hand column, there we have under Dominion 
Textile Company Limited, reported by companies in 1948, 5,593,000 ; and, for 
the first quarter of 1948, which is again an average figure, 3,941,000: now, the 
Same remark which the chairman just made would apply in that case also, 
would it not?—A. Yes, it would. 
iq Q. And in order to arrive at that average there were figures considerably 
below 5,593,000 for one or two months?—A. That is right. 

4 Q. Now, is that a result of increasing production or a drop in sales? 

Mr. Tuatcuer: Or hoarding. 

The Wirness: Well, sales declined—production, I have not investigated. 

Mr. Dyope: All right, but rather than— 

__ Mr. Fremine: Before you leave that, you heard Mr. Thatcher's inquiry 
about hoarding. It seemed to me I heard that. Does the witness want to 
comment on that? I think if the witness’ investigation extended that far he 
should tell us. Have you any evidence of hoarding on the part of these com- 
panies listed here? 

The Witness: I did not find such evidence. 

Mr. TuHarcuer: Now,. just a moment. There is one thing that strikes me 
as significant on this sheet as far as inventories are concerned. The Dominion 
Textile Company, I believe, also owns the Drummondville Cotton and Montreal 
‘Cotton; is that not correct, they are subsidiaries? 
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The Witness: That is right, yes. 


Mr. Tuartcuer: In the first quarter of the year in each case the inventories 
are very considerably less than their standard—I mean, it goes up. For instance, 
Montreal Cottons was 512, as compared to 830, in the third quarter. Drummond 
went from 9 to 1867; that is 100 per cent; and Dominion Textiles went from 
1413 to 3135 total, and that would be about 221 per cent I suppose. Now, I am 
just wondering whether the fact that price ceilings came off on September 15— 
is there any evidence that the company were storing up merchandise until the 
ceilings came off in order to take advantage of higher prices, or would that be 


out of your realm of investigation. Certainly it is significant, because Wabasso ~ 


Cottons in the same period ‘show a drop in their entire inventories: and Cana- 
~ dian Cotton went up a little, but all Dominion Textiles show their inventories 
increasing very considerably. It may be there is a reason for that; if there is, 
I wonder if you could give us any suggestion as to what it is? Would it 
indicate that there is a decline in the volume of sales of merchandise; or, would 
the evidence show that they might have been holding it until ceilings came off 
to get a higher price? 


The Witness: I did not have any evidence of their holding it back until 
the ceilings came off to get a higher price. 


The Vice-CHairMan: Did production increase? Was it because of produc- — 


tion increasing for that year, 1947? 
Mr. Fiemine: Are you speaking now of the one company? 
Mr. THatcHer: No, of the three companies. 


The Vice-CHAIRMAN: I happened at the moment J asked that question to 


be looking at Dominion Textiles—Wabasso—Drummondyille—it might be the ~ 


same. 
Mr. TuHatcHer: Ordinarily we would expect high inventories to send prices 


down a little but the price is still going up, yet the inventories are considerably — 


larger. There must be an answer somewhere. 


The Wirness: I think if you look on page 7, Mr. Thatcher, you will see— — 


By Mr. Thatcher: 
Q. Are you referring to schedule B-7 or page 7?—A. Page 7, of my report. 


There is a table on that page which shows the total sales of the five special com- — 
panies for the seven months following decontrol of prices as being 64,681 0008 


as compared with the previous year where the sales were 45. 
Q. That is after decontrol?—A. Yes. 
Q. Would it not emphasize the point I was making—that they had quite a 


r 


bit of merchandise on hand which they did not sell until the ceilings came off?— 


A. Not in the case of the Dominion Textile Company, their inventory as of 
December 27, 1947, was 3,260,000 pounds. 

Q. Which was more than double what they had in the first quarter of the 
year, and I am just wondering why the inventories have gone up so much ve 
prices are going up? 


By Mr. Dyde: 
Q. I think it would be fair for me to ask you this question, Mr. Knight. 


Es ig 


s 
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Would you look at schedule B6 and the average for the pre-subsidy period and x 


compare it with the average for the subsidy. period, and do we not find the | 
average for the pre-subsidy period is quite a little higher in most cases than fons 
the subsidy period ?—A. That is true. 

Q. It is not uniformly higher, but in most eases it is higher?—A. Yes. 


i 
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By Mr. Fleming: 


| Q. May I ask a question on page 7 with reference to the allusion which 
has just been made? We see the increase in the total value of sales for the 
seven months following the removal of subsidies as compared with the same 
‘Seven months of the previous year, but what proportion of that increase js 
reflected by increase in prices and what proportion is increased volume?— 
A. I have not worked that out, Mr. Fleming. 

Q. Just taking it on the dollar basis it might not have the significance 
suggested by Mr. Thatcher a moment ago?—A. We have not got that information 
figured out. : 

The Vick-CuHairMan: You have that information? 
The Wirness: No. 
Mr. TuHatcuer: This is in thousands of pounds. 


The Vice-CHairMAN: That is something to which the attention of the later 
witnesses should be directed. As an accountant Mr. Knight will be almost 
entirely dealing with dollars and cents but other witnesses will be able to deal 
with the volume. 


Mr. Fremine: I do not want any inferences drawn unless they are proper 
inferences. It appears that we cannot. draw inferences until we know what 
roportion of the dollar increase represents price and what proportion represents 
increased volume of goods. 

The Vicre-CHamrMaAN: That is clearly true. 


By Mr. Dyde: 

Q. Will you turn to schedule B7, Mr. Knight, and refer to page 10 of the 
narrative. In the first sentence of your narrative you use the phrase “components 
of cost”. You show unit selling prices and the components of cost of articles 
producing a significant sales volume—would you elaborate on that particular 
phrase—“components of cost”?—A. The components of cost consist of materials, 
labour, overhead, and the difference represents all the other items between the 
total selling price and those figures. For example if you take the selling price | 
and deduct your labour, material, and overhead, then the difference is represented 
in certain instances by operating income and in other instances by variations 
of that figure. 

Q. You are referring to the schedule and you are speaking of or using the 
phrase “profit or loss”. Perhaps you had better define that a little more clearly 
because at this stage I think we have been talking about operating income 
throughout?—A. We requested the companies to give us the components of cost 
in detail and the selling price of certain of their more important lines. When we 
received those figures they were summarized on this schedule. We put the selling 
price down and we detailed the materials, labour, and overhead, and we put 
this terminology “profit or loss” in brackets, and made a footnote to the schedule 
showing the figures of profit or loss representing the difference between the 
selling price and the component cost. On page 10 of your report I said that 
“in reporting the components of cost, the companies have followed their usual 
methods of costing for purposes of determining selling prices and have used 
Teplacement prices of raw materials and current labour and overhead rates. 
I was informed that this system of costing is general in the industry and that, 
cost being maintained on a process basis, figures were not available to reflect the 
cost of manufacture of the various articles reported on schédule B7”. 

Q. Then yesterday, when the committee met, I think it was Mr. Fleming 
who asked some questions with regard to an actual item. 

_ Mtr. Fiemine: I was particularly interested in the fourth item under the 
Drummondville Cotton Company Limited, fishing twine. 
-14228—2 
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By Mr. Dyde: oe 
Q. I will have to leave Mr. Fleming to ask the particular questions with | 
respect to that item as my questions are not to be directed towards it. I under- 
stand, Mr. Knight, that when the questionnaire went out there was a request — 
made that when replies were made by the companies they should furnish 
specifications of the various articles so that we would have some idea of their 
being comparative when we came to discuss prices. Now did the companies | 
furnish the specifications?—A. Yes, the companies did, but I think I might have — 


i deli i 


misled Mr. Fleming yesterday on that. They did furnish the specifications and 


F ; 3 : : 
I had a list prepared of the various specifications that were furnished for each : 
of the items detailed on page 10 and 11 of my report. I have 50 copies of — 
this list. 
Mr. Dype: I think under the circumstances we should submit the list as a | 
supplement to schedule B7, the specifications as supplied by the companies for r 
the various items which are set out in this schedule and, although it is rather 
lengthy, I think it would be well to have it read into the evidence at this point. 
Supplement to Schedule B7 of Report “B” { 
SPECIFICATIONS AS SUPPLIED BY THE REPORTING COMPANTES 
OF THE VARIOUS ARTICLES ON SCHEDULE B7 ; 
DoMINION TEXTILE CoMPANY LIMITED 
Unbleached Bed Sheeting 
Style §.49—73” Width - This fabric is sold by the yard over the 
Construction: Warp ends per inch—d6 counter for use in the home and in institutions. 
Picks per inch—50: It readily bleaches white. This is one of the 
Warp yarns—20. 50 Dominion Textile’s seven qualities of sheeting. 


Weft. Yarn—10).25 
Yards per pound—1.39 


Weave—1l x 1 
Dyed Drill 
NN.33 (MD99—31F) Sanforized Blue This fabric is used in the shoe trade, and by — 
31” Width manufacturers of overall, pants, and all types of — 
Warp ends per inch—95 utility and work garments used by the work- 
Picks per inch—40 man and farmer. It is also sold in a range 
Warp Yarn—12.00 of colours for use in sports garments, such as 
Weft Yarn—10.00: summer slacks; also for children’s shorts, white © 
Yards per pound—1-90 and coloured. > 
Weave—3 x 1 
Printed Percale (Domestic Manufactured) 
Style M.S. 248—Glenwood This is the popular priced printed dress goods © 
Warp end per inch—60 line comprising a very large percentage of the 
Picks per inch—60 total sales by Dominion Textile Company 
Warp. Yarn—32.00 Limited to manufacturers of women’s and 
Weft Yarn—34 .00 children’s dresses, smocks, housecoats, aprons. 
Yards per pound 5.42 It is also used in novelties such as oven mitts, 
Weave—1 x 1 dolls’ clothing, cotton comforters, and many 


other articles. 
White Flannelette 


Sityle MF 51 Angola—White Flannelette A popular priced white flannelette used for. 
Warp ends per inch—42 children’s sleeping wear, women’s pyjamas and 
Picks per inch—50 night-zowns, baby napkins; also sold over the 
Warp Yarn—28.00 counter by the yard for home sewing. Ls 


Weft Yarn—15.00 
Yards per pound 4-11 
Weave—l x 1 
DRUMMONDVILLE Cotton CoMPANY LIMITED 
Cotton Tire Cord 


Style 990—Cotton Tire Cord on Cones End Use: Used by Rubber Companies in the 
Cord Construction— manufacture of tires for passenger cars. — 
12 Single Yarn 
4 Ply 
2 Cable 


Rayon Tire Cord Fabric 
Style RX 944 Rayon Tire Cord Fabric 


—60” Width : 
Cord Construction— End Use: Used by Rubber Companiés in > 
ee ot filament manufacture of tires for trucks. 
ply 
2 cable 


Warp ends per inch—20.00 
Picks per inch—1 .25 


PRICES 3469 


a Supplement to Schedule B7 of Report “B’—Con. 


Belt Duck 
4 Style 6732—50” Width 32 oz. Soft End Use: Used by Rubber Companies in the 
4 elt Duck manufacture of industrial conveyor belts. 
‘ Warp ends per inch—23.00 
q Picks per inch—13.00 
Warp Yarn—6-75/7 
Weft Yarn—6-75/6 
"7 Weave—1 x 1 
Fishing Twine ae ; 
: 15 Medium Seine Twine End Use: Used principally by commercial 


one Construction: 10 single yarn fishermen for repairing and making up nets. 
5 Ply 


3 Cable 
cs THE MontTREAL Corrons LIMITED 
White Broadcloth, Sanforized Shrunk 
JC 41—Grey Width 38” Yards per pound—3-49 
Ends—115 
Picks 62 Weave—Plain 
i Counts—W arp—32K. 
= Selvedge—2 /60¢ 
Weft—32K 
Dyed Pocketing—Light Shades (Direct) Not Mercerized 
VO 10 Grey Width—39}3” Yards per pound 2-74 
ee, Ends—49 
Picks—48 Weave—Plain 
ee.” Counts—W arp—16K 
3 Selvedge—2 /32K 
; Weft—12K ; 
‘Dyed Plain, Vicuna No. 13, Class 3 Colours (Direct) 
= VP 13 Grey Width 40” Yards per pound 3-04 
Ends—48 ‘ 
3 Picks—46 Weave—Plain 
Counts—W arp—20K 
z Selvedge—2 /40K 
* Weft—l2K 
Dyed Satine (Dominion)—Class A Colour (Direct) 
VS 5 Grey Width—282” Yards per pound 6-50 
ae Ends—70 
Picks—76 
P Counts—Warpn—40K 
* Selvedge—2 /60¢ 
be Weft—32K 


Weave—l1 x 4 Satine 


* CANADIAN Corrons, LIMITED 

Denim 

: 100 per cent cotton, yarn-dyed work clothing fabrics, for which the major end use is 
heavy work garments, such as overalls, coveralls. work pants and jackets. Heaviest volume 


™ sale is on standard 2-20 yd. unsanforized quality, our Style 144, of which the construction 
details are— 


3; Finished Width—28” Finished picks per inch—43 
; Finished Weight—2-20 yds. per Ib. Warp Yarn Count—8.45s 
Finished ends per inch—67 Weft Yarn Count—12.00s 
Work Shirting 
x 100 per cent cotton, yarn-dyed work clothing fabric, for which the major end use is 


work shirts. There are other varied uses for work shirting material such as children’s 
clothing, smocks, caps, luggage lining, ete., but work shirts would represent at least. 75 per 


cent of total volume. Heaviest volume range is our Style C36 Covert, of which construction 
details are— 


Finished Width—36” Finished picks per inch—46 
Finished Weight—2-90 yds. per Ib. Warp Yarn Count—1l4s 
Finished ends per inch—53 Weft Yarn Count—lé6s 


Ticking 
§ 100 per cent cotton, yarn-dyed fabric for which the major end use is mattresses. A small 
volume is also used for pillow covering. There are no other recognized end uses for this 

_ fabric and for the most part the mattresses made are types used by institutions, hospitals, 

_ ete. Heaviest volume range is our Style ACB for which the construction details are as 


— follows— 

fe Finished Width—32” Finished picks per inch—54 
ee Finished Weight—2-25 yds. per lb. Warp Yarn Count—l4s 

Ie Finished ends per inch—79 Weft Yarn Count—12s 
Cotton Blanket 


100 per cent cotton, yarn-dyed borders, whipped ends. Napped cotton sheeting might be 
| the more correct name for this item, although used both as bed sheets and blankets in 
| Se homes, institutions, lamber camps, etc. There is no other major end use, although similar 
| quality sheeting is sold by the yard for varied uses. The volume sold by the yard is 


imited. Our heaviest volume range is Kingcot bordered size 70 x 90, whipped, for which 
_ the construction details are as follows— 


| Finished Size—70 x 90 Finished picks per inch—31 
ie Finished Weight (lbs. per pair) —3-69 Warp Yarn Count—22s 

| Finished ends per inch—39 Weft Yarn Count—4.85s 
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Supplement to Schedule B7 of Report “B”—Con. 
THE Wapasso Corron CoMPpANy LIMITED 


“Beresford” Printed Percale 
36” Finished 60 ends per inch 84s Weft 5-92 yds. per lb. 
48 picks per inch 30s Warp - Grey Count—Mill Style No. 2078 
This cloth is sold in volume to manufacturers® 
of women’s and children’s dresses and aprons, 
to the wholesale drygoods trade, departmental] 
stores and to the retail trade. 
Unbleached Factory Cotton 
Style No. GC-2 Grey Cotton 
36” 64 ends per inch 
52 picks per inch 30s Warp 
19s Weft 4-06 yds. per lb. 
Mill Style No. 1625U 
This cloth is sold in volume to the clothing 
trade for use as pocketing, to manufacturers of 
oiled clothing, to the wholesale drygoods trade, 
departmental stores and to the retail trade. 
White Broadcloth By 
Broadcloth 
36” 118 ends per inch 
60 picks per inch 32s Warp 
34s Wefit 3-47 yds. per lb. 
Grey Count—Mill Style No. B277 
This cloth is sold in volume to the shirt, dress, 
children’s wear and uniform trades, to the whole- 
sale drygoods trade, departmental stores and. to 
the retail trade. 


Mr. Fiemine: Mr. Dyde, in order to perhaps save some time, the point here 
I take it is the comparability of the figures with these three columns, In the light — 
of the specifications? Has there been any change in the specifications at these | 
various dates or are the specifications uniform at the three dates in all cases? 

Mr. Dypr: The request was made in such a way that the specifications that 
came back to us were to be uniform specifications but on the other hand I think” 
there are, in certain cases, some alterations and I am going to have to pursue that 
matter further; even with the additional material. Mr. Knight has got some 
information on the point which he ean give us now. _ 

The Wrrness: We did not observe, on the returns from the five companies, 
any change in the specifications of the material that has been reported here from 
one period to another. 


By Mr. Fleming: 

Q. You have not noticed any change?—A. No. y 

Q. May we assume the quality is uniform for the three dates given?—A. ly 
view of the fact that there has been no notification to the contrary the answer 18 _ 
yes, because they were asked to indicate that fact. . . 

Q. As of what date are these specifications effective?—A. As of the date of 
the report; it is a supplement to the report. 

Q. 1948?—A. Yes. 


By Mr. Dyde: 

Q. Mr. Knight, also in that connection, have you made any inquiries as t 
whether those prices as set out in schedule B7 have been subject to any alteration 
either up or down since your report was made?—A. I have made inquiries and I 
will be pleased to reply as follows: . 

Q. Would you give your reply in such a way that those who are intereste 
may make notes?—-A. None of the prices of the Dominion Textile Company, 
of the 1st of April, 1948, had been changed as evidenced by this schedule. Wit 
respect to the Drummondville Cotton Company Limited, fishing twine has gone — 
from -68475 to -70950. . q 

Q. Have you got the date?—A. May 3, 1948. The other items shown there 
remain the same. The figures for the Montreal Cottons Limited remain the same. 


a 
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; By Mr. Fleming: 


Q. The same as of what date?—A. As of the Ist of April, 1948. 

Q. This is the 1st of June?—A. Yes, this is June 2, but I sent out the letter 
asking these questions on the 21st of May. 

Q. On May 21st?—A. Yes. If you wish, I will read you the letter. 


On schedule 6 of your return, you have set forth, as of January 1, 1942, 
September 15, 1947 and April 1, 1948, the selling price of the following 
products :— 


Then I have listed the products and of course they vary with each firm. 


Would you please advise me by return mail of the date and amount 
of each change in selling price for each of these commodities from Janu- 
ary 1, 1942, to the date of this letter. 


Yours very truly, 


From the replies, I received the information which I have given you now. The 
Wabasso Cotton Company Limited “Beresford” printed percale has changed to 
26 cents at May 14. Apart from that there are no other changes in the prices 
shown. 


Mr. TuHatcuer: Does this table indicate the prices on those items have gone 
‘Up in six years to two and a half or three times from the level at which they were 
“six years ago? 

The Witness: I have not made that calculation. 


| Mr. Tuatcuer: Perhaps that tariff concession of a few days ago may bring 
prices down after all. 


_ Mr. Fiemrne: There are a couple of questions which I would like to interject 
at this point, if it is convenient. 
Mr. Dynr: Yes. 


By Mr. Fleming: 

Q. The second column gives the prices as of September 15, 1947, which I 
understand is the date on which the subsidies were removed?—A. Yes. 

| Q. Does this figure represent the figure of the free market after the removal 
of subsidies or on the last day when the subsidies were in effect?—A. May I take 
that question under advisement and give you a reply at a later date? 

| Q. Then can you give us a little more information on the last sentence of the 
harrative preceding the table on page 10 regarding selling prices? Are those 
wholesale selling prices?—A. Not necessarily. 

. The Vicn-CHarirMAN: Selling prices of the manufacturing companies? Is 
your point that they are uniform? 


| By Mr. Fleming: 

| Q. What does the expression “selling price’ mean?—A. In some cases you 
have two prices. In the trade you have the varying prices for the jobber and the 
wholesaler and in some instances we have had varying prices for the different 
groups depending upon who they were. ; 
_ Q. Which price have you taken here?—A. I think we invariably took the 
‘manufacturer’s price to make a uniform presentation, but if you wish me to 
an I will check back into my papers. 


The Vice-CHairman: I think it would be well to make sure of the meaning 
of that term. 


__ Mr. Fremine: It goes to the question of the comparability of the three 
columns and also to any comparison of the three companies. 


‘ 


The Wirness: I will supply that information. 
Mr. Dype: Mr. Knight, would you turn to schedule B8. 


Mr. Zapuirny: Before we leave B7 on page 10 of the table showing the 
actual selling price, I notice that it starts on January 1, 1942. If we look on 
page 12 and B8 we find a note regarding percentage of net profit to capital 
employed as calculated for the three companies for the periods 1936-39, 1940-43, a 
and 1944-47. For the purpose of comparison I wonder if the actual prices are” 
available from 1936 to 1939, and so on? Have you figures further back “2 
1942? 


The Wrirness: Not on unit prices. Those are the only three dates on which 
we obtained details of the unit prices. 
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By Mr. Dyde: ; 

Q. Would you go to schedule B8, please, Mr. Knight; and refer to the 
schedule rather than to the narrative. I would be glad if you would explain to” 
the committee exactly what you did here. Just as an example, let us take the 
Dominion Textile Company and follow the figures across the page opposite the 
year 1936. The first column is “capital employed”?—A. Yes. 

Q. Your second column is ‘net profit after taxes” and the third column a 
“percentage of profit to capital”. Those three columns are headed by the stat 
ment ‘reported on questionnaires’ ?—A. Yes. 

Q. At the top of the next three columns you have “after adjustment of 
inventory reserves”. Are we to understand that the companies reported the 
figures which you show under “reported on questionnaires” and that then you 
entered into a calculation of some kind to give the last three columns on re 


vie 


Tie 


page, and if so would you say what you did?—A. We asked the companies t 

tell us what their inventory reserves were for each year and those were reported 
on a special preliminary questionnaire. When they were additions to the reserve 
we added them back to the capital employed and also to the net profit. When 
they were deductions from the inventory reserves we deducted them from the 
capital employed and from the net profit. | 

Q. Now would you, as I suggested a moment ago, look at schedule B& andl 
just follow that exercise across the page for this sample I have taken, named 
1936? I refer to the first row of figures on the page—A. Yes. 

Q. Would you show exactly how you arrived at those various figures, wtp 
you got them, and how you arrived at them?—A. Capital employed, $25,911,00 
consists of capital stock of $20,316,000 surplus of $5,328,000 and reserve for. 
contingencies of $267,000 making a total of $25,911,000. The net profit reported 
after taxes was $1, 043 000. The inventory reserve at ‘that time was $2,441,000 and 
that was at the beginning of 1936. 


Mr. Winters: It must have been at the end of 1936. a 


The Wirness: There was $19,000 reduction in the inventory reserves : that 
year. 


| 


By Mr. Fleming: Fi 


Q. The date would be the end of the fiscal year, in the case of the Dominiail 
Textile Company it would be March 31? You are dealing with the year end?—1 fs! 
Yes, I think we are, but I just wish to check on that. The figure is at the end 
of the year, yes. 

Q.The end of the fiscal year, which is March 31?—A. That is correct. 


By Mr. Dyde: 


Q. And then you worked out a percentage of profit to capital and you pul 
down 4 per cent?—A. That is correct. = 


| 


* 
3 - PRICES 3473 
: Q. Now then in your next row of columns you have a different figure for 
eapital employed and would you just say —A. We added 
the inventory reserve at the end of the ye 
have defined, and we added the adjustment of the reserve which had taken 
place during the year; in this case it was a deduction of $19,000. 
_ Q. The net profit after taxes, which is a different figure from that shown in 
the previous set of columns is arrived at in what manner?—A. By taking the 
adjusted profit after deducting $19,000 and taking it as a percentage of capital 
employed after adding back to capital employed the accumulated inventory 


By Mr. Winters: 

Q. What is the $1 
took place in the year. 
Q. Why did they not charge that a 

Of against profit?—A. It is for the pur 
that we deducted that from the net profi 


ot 
3 


9,000?—A. It is a reduction of inventory reserves which 


gainst the inventory reserve instead 
pose of making this percentage here 


By Mr. Fleming: 


Q. So that the better figure for us to follow is 
‘Olumn on schedule B-8?—A. | misunderstood y 
ng practice is to take the net profit after taxe 
ind compare it with the capital employed, that 
lave gone through for reserves and other items. 
- Q. Let us get at it this way? When these companies were assessed for 
a¢ome tax purposes which basis was applied?—A. There were certain inventory 
»serves which were taken in accordance with section 61 (b) of the Income Tax 


et but other inventory reserves not having been taken in accordance with that 


eetion would be adjusted, added to the net profit, and then the income tax 
alculated. 


the one in the right hand 
our question. Sound account- 
S as reported by the company 
is after all charges and credits 


_ Mr. Tuarcuer: Is that section still in effect or was it taken out? 
_ The Wirness: It is a section of the Excess Profits Tax Act, Iam sorry, It 
, Section 61 (b) of the Excess Profits Tax Act. - 

| Mr. Lesace: There is no excess profits tax any more. 

_ Mr. Fremine: I am not quite clear yet as to which is the better guide for 
lis committee to follow if anything turns on it? Later on, if anything is said 
out the trend of profit and percentage of profit of these companies, which 


1 the better basis for us to proceed upon? Is it column 8 or is it the last 
(lumn? 


' ‘Mr. Lesace: After all, inventory reserves are not profit. 
| 


; Mr. Fiemine: Let Mr. Knight answer. 

| The Vicn-CHarrman: Would you care to turn that over in your mind to- 
Ceht, Mr. Knight? 

_ The Wrrnzss: I would very much. 

| ‘The Vice-Cuarrmay: 


Then perhaps this is a good spot to adjourn. 


| 
| The meeting adjourned to meet Thursday June 3, 1948, at 11.00 a.m. 
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Ir. G. B. Gordon, President and Managing Director, Dominion Textile 
Co. Ltd., and Drummondville Cotton Co., Ltd., and President, Montreal 
Cottons Ltd., Montreal. ; 


turing Statistics Branch, 


Mr. N. E. Kendrick, Comptroller, Dominion Textile Co., Ltd., Montreal. 
ir. L. P. Webster, Secretary and Executive Assis 
Co., Ltd., and Drummondville Cotton Co., Ltd., ae he 
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Montreal Cottons Limited, Montreal; Mr. N. E. Kendrick, Comptroller, Dom- 
inion Textile Company Limited, and Mr. L. P. Webster, Secretary and Executive 
Assistant, Dominion Textile Company Limited and Drummondville Cotton 
Company Limited, were called, sworn, and Mr. Gordon was examined. 

“ 
, 


The following documents were produced by Mr. Gordon and supplied to 


members of the Committee, viz: 
1. Answers to special préliminary questionnaire, by Dominion Textile 
Company Limited. 3 
2. Answers to special preliminary questionnaire, by The Montreal Cottons 
Limited. 
3. Answers to special 
Company Limited. 3 
4. Financial Statements, 31st March, 1947, Drummondville Cotton Co. Ltd. 
5. Dominion Textile Company Limited Annual Report for the year ended 


31st March, 1947. q 

6. The Montreal Cotton Limited Report to Shareholders for the year ended 
December 31, 1947. F. 

During proceedings, Mr. Beaudry occupied the Chair in the temporary 
absence of the Vice-Chairman. s 
At 6.00 p.m. witnesses retired and the Committee adjourned until Tuesday, 


June 8, at 11.00 a.m. 


preliminary questionnaire, by Drummondville Cotton 


¥ 
R. ARSENAULT, * 
Clerk of the Committee. rd 


= MINUTES OF EVIDENCE 


Houser or Commons, 
“ June 3, 1948. 


The Special Committee on Prices met this day at 11.00 a.m. The Vice- 
Chairman, Mr. R. Maybank, presided. 


E. H. Knight, 11 Cedar Avenue, Pointe Claire, Quebec, recalled: 


The Vice-CHairMaNn: Come to order, gentlemen. 


_ Before we proceed with our further examination of Mr. Knight I should 
‘Teport regarding these replies to telegrams. There have been replies which are 
‘satisfactory in their nature from a number of companies, eight I think it is, and 
another one which is satisfactory in a way—it states they are out of business 
and that is the reason they have sent nothing in; another one reports that the 
‘Tequest had not been received, and so that has ‘been taken care of by the request 
again being sent; another one that the forms had been mislaid and they requested 
duplicates, and they have been sent. Of the three others, one of them replied 
this morning and said they are sending in some information but they are an 
extremely small bill, I understand; then two others have not replied but they are 
very small operations; and it is suggested that in all probability they are closed 
seasonally ; and these last three I have mentioned would almost certainly be in the 
class that the secretariat would have excused anyway if their situation had been 
given at that time, or if what is known now had been known then. Counsel and 
‘accountant are following up in all of these cases and I should think that it could 
be said that as far as we have gone replies are satisfactory and we can safely leave 
the matter in the hands of counsel and accountant now. A list of the telegrams 
received with a short note as to what is said in the telegrams is here, and I would 
‘Suggest that I place it with the reporter to appear in the record. Is that 
agreeable? 


Some Hon. Mempers: Agreed. 
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| Replies to telegrams sent on 1st June, 1948 to textile manufacturers who had 
‘not filed returns. 


Replies received 

1. State report mailed or being mailed forthwith. 
Anderson Spider Looms Limited, Vancouver, B.C. 
Arnprior Mill Stock Co., Arnprior, Ont. 
Aux Tisages Francais Ltee., Arnprior, Ont. 
Consolidated Textiles Ltd., St. Hyacinthe, P.Q. 
Duplex Textiles Ltd., St. Hyacinthe, P.Q. 

\ Fairfield and Sons Ltd., Winnipeg, Man. 

ie. Iberville Drapery Mills Ltd., Iberville, P.Q. 

Me La Filature de |’Isle Verte Enrg., Isle-Verte, P.Q. 

ae Maritime Textiles Ltd., Truro, N.S. 
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Out of business 
Nap. Paquin, St. Gabriel de Brandon, P.Q. 
2. State request not received 
Duval & Raymond, Princeville, P.Q. 
3. State forms mislaid and request duplicate. 
Shefford Woollens Ltd., Granby, P.Q. 


No reply to telegram 
Cookshire Woollen Mill, Cookshire, Que. 
Trenholmville Woollen Mills, Trenholm, P.Q. | 
The VicrE-CHaiRMAN: All right, Mr. Dyde. - 


By Mr. Dyde: : 
-Q. Mr. Knight, there were one or two questions which were asked yesterday 
on which information was to be obtained and supplied, and I think you now 
have that?—-A. Yes. : 
Q. A question yesterday referred to page 10 of your report under the head- 
ing “schedule B-7”, and with reference to the date, September 15, 1947, which 
appears above the column of prices. You were asked yesterday whether that. 
figure represented the figure after the removal of subsidies or on the last day 
that subsidies were in force. Will you now tell the committee what that price 
column represents?—A. That price column represents the prices approved by 
the Wartime Prices and Trade Board as they were immediately before removal 
of controls. 2 
Q. Then further with regard to the same table of prices the question arose 
yesterday as to what those prices were and you said then that you thought that 
you had invariably taken the manufacturer’s price to make a uniform representa- 
tion. Have you anything further to add to that?—A. The prices shown on 
pages 10 and 11, of my report are in all but one case the only price reported 
from the companies and may be presumed to be the price to all purchasers. 
However, Montreal Cottons Limited have also reported their price on wide 
woven fabric or broadcloth to shirt manufacturers. We have only reported the 
prices to the wholesalers in schedule B-7. i ‘7 


By Mr. Fleming: 


Q. What are the other prices in the case of that company; what are the 
other prices—you say those prices you have used are the ones quoted to the 
wholesalers?—-A. That is right. . 

Q. What are the other prices?—A. The other prices were those quoted 
to shirt manufacturers. Ey \ 


Mr. Dypr: Do you want the actual prices? 1 


Mr. Freminc: I want to make clear as to whether or not the shirt manu- 
facturers were buying from the wholesalers. Do you know whether they were 
doing that, or were they buying direct? a 


The Wirness: I presume they were buying direct from the Montreal 
Cottons Limited in this instance, as per their report to us, do you see. 


By the Vice-Chairman: =| 


Q. And they have two classes or more of purchasers of whom wholesalers 
were one?—A. That is correct, sir. -_ 
Q. And that which you have set down here is the price to the wholesalers? 
A. That is correct, sir. 7 
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“4 Q. And that price is the proper one to be compared with any other of the 

_ other prices given by the other reporting companies; is that right?—A. I con- 

sider that, sir; yes. 

Q. So you have then what you believe is the comparable prices from the 
Montreal Cottons Limited?—A. Yes, sir. 

7 The Vice-Cuatrman: All right. I do not think there will be any doubt of 

that, Mr. Fleming. Mr. Knight would have that in mind when he was reporting, 
but if there should be any doubt as to the Montreal Cottons or any other 
company in this report we have not secured that which is comparable they will 

_ have an opportunity of setting us right on that point now, won’t they? 

Mr. Dyvr: I would like to turn now to schedule B-8, the actual schedule 
itself, Mr. Knight, to deal with the last question which was raised in our yester- 
day meeting, and I propose not to refer to the question in full again, but it was a 
question by Mr. Fleming in which he asked whether in accordance with sound 
accounting practice it was better for us to look at one of these special columns 

_ rather than the other. Would you have now the answer to that question, please? 

The Witness: My personal opinion on that is that it would be advisable to 

_look at the first three columns as being the basis for comparative purposes. The 
other three columns were added to enable the committee to see the signficance 
of inventory reserves. The figures have been shown on a comparable basis and if 
_ you care to refer to them you can readily see the signficance for each of the eom- 


panies over the twelve years and also the average of the twelve years in one 
figure there. 


By Mr. Thatcher: 


Q. And in order to get the inventory reserves of the company do you sub- 
tract the one column from the other, is that it?—A. Yes, you would subtract 
number 1 column which is called “capital employed” from number 4 column. 
Q. That means the Dominion Textile Company inventory reserve in 1947 
would be $35,174,000, less $26,820,000.—A. That is right. 
Q. Which would be $8,354,000? 
The Vice-CuairMan: Is that the first line for the year? 
Mr. Tuatcuer: No, that would be for 1947. 
__ The Vicr-CHarrMan: You get that by subtracting $26,820,000 from 
$35,174,000? 
Mr. TuHarcHer: Yes. 


4 Mr. Fiemine: Just in the interest of accuracy and uniformity in future, are 
_ we to take it that in your opinion the proper figure for reference in relation to 
the percentage of profit to capital is that in the third column and not that in the 

~ last column? 


The Wirness: Yes, Mr. Fleming, I say that is my personal opinion. 


By Mr. Dyde: 


 Q. I think you might still explain, Mr. Knight, so that the committee will 
understand completely, the figure for 1937. We went over those figures yester- 
day for 1936 and I want to make sure that we understand the process that: is 
followed by you. Let us take 1937 under the heading of Dominion Textile 
Company and follow the figure across the page so that we will know exactly 
what your procedure is?—A. Yes, sir. The first figure in the first column for 
_ 1937 is $25,858,000 of capital employed. In the next eolumn— 

~  Q. Just a moment, that figure is supplied to you by the companies them- 
_ Selves?—A. That figure is compiled from figures supplied to us by the companies 
_ themselves, according to the explanation that we have given in the written 
_ Teport so that the committee would understand how we had compiled the figure. 
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Q. All right——A. The next figure is the net profit after tax as reported by 
the company. The third column is the percentage of the one to the other. In 
the fourth column I have the figure of $28,775,000. That figure represents 
inventory reserve added to the $25,858,000 which, in this instance, is $2,917,000. 
In other words the inventory reserve that I noted yesterday was $2,441,000 — 
at the end of 1936 and it is now $2,917,000 at the end of 1937 which is a differ- 
ence of— . | 

The Vice-CHarrMAN: Do you— 

The Wirness: That is a difference—I am sorry, you were going to ask me_ 
something? 


By the Vice-Chairman: 
Q. I was on the point of saying then thet it would appear that the inventory — 
reserve increased from 1936 to 1937?—A. Yes, sir, that is correct. . 
_ All right, go ahead, please?—A. That increase to which you refer 
amounted to $476,000 in that year. 
Q. Yes?—A. And that figure was added to the capital employed which is | 
in column 1, being $25,858,000. 
Q. Yes?—A. And it was also added to the net profit reported after taxes~ 
of $1,432,000 and that is how you get the $28,775,000 and the $1,908,000 after 
adjustment, and the resulting percentage is shown as 6:6 per cent. ; 
Q. You have treated the assignment of a certain sum of money to inven-— 
tory reserve as a profit and have so recorded it because, while they decided to | 
put that money into the reserve they could have used it to buy lollipops or 
anything else? It is money which they could have used?—A. That is correct. — 
Q. Having treated it as profit you say, since they have it and since it is not 
distributed, it is capital that is being used and it will be treated as operating — 
capital. or at any rate as capital?—A. It is capital. : 
Q. That is the way it is treated?—A. Yes. 


= 
- 


By Mr. Thatcher: f 

Q. Are these inventory reserves, reserves which are more or less bookkeep- 

ing entries, or are they reserves which the government allows when the corpora-_ 
tion tax is being computed?—A. They are bookkeeping entries in that they go_ 
through the books. . a 
Q. Yes, I realize that. For instance each year does the government allow 

the whole amount for the purpose of corporation tax? I remember that when 
we had Canada Packers here they indicated that they were allowed half of the 
figure only, but the company for its own purposes put the whole amount through — 
‘its books?—A. I think the best answer will be when the executives of the com-_ 
panies come forward. They will be familiar with the assessments made by the 
tax department in each of the years and they will be able to give the amounts. — 
In certain instances those amounts are allowed. As I explained yesterday under 
section 61 (b) of the Excess Profits Tax Act certain figures were taken, but as_ 
these inventory reserves are a matter of company policy and are decided after 
careful consideration by the executive it is very difficult for me to tell you the 
‘answer because I was not present at the time the decision was taken. = 


By the Vice-Chairmon: P 3 

Q. The fact is there is some inventory reserve allowed for the purpose of 
computation of income tax? There is some inventory reserve allowed?—A. Yes. 
Q. That may be, in any given case, the inventory reserve which the com- | 
pany sets up for itself or it may not be the same figure?—A. Yes. :4 
Q. In the case of Canada Packers the total figure was $750,000 I think 


and for example they were allowed— 
Mr. TuatcHer: $500,000. 
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The Vice-CHatrman: I do not remember the exact sum they were allowed 
but they said that for their own purposes and what they considered to be good 
_ business they set aside $750,000. That is the way the story went. 


Mr. Tuatcuer: That is right. I do not know whether Mr. Knight can 
_ give the answer to this question but Dominion Textile Company 1947 figures on 
schedule B show inventory reserve as $8,354,000 which is just about one-third 
of the capital employed. Why would such large reserves be needed? 


a The Wirness: I would prefer the company to answer that question because 
as you may well imagine the cotton industry is a specialized industry and 
as a result it has special problems. 


Mr. THatcHer: That is fine. 


Mr. Fiemrne: I think we may say from looking at schedule B8 that the 
tendency over the past twelve years has been to increase inventory reserves, That 

is no doubt a matter of policy on the part of the companies and on which they 
are best qualified to give the answer. 


By Mr. Dyde: 


Q. I have a further question Mr. Knight so that we may clarify this 
position. The 1947 figure is a cumulative figure is it not?—A, Yes, sir. 

: Q. You have taken the history of these figures and by the time we reach 
1947 we have accumulated a figure for capital employed, in the fourth ecolumn— 
it is cumulative as far as the inventory reserve is concerned? 
that figure in the fourth column represents capital employed, computed in the 
Manner which we explained in our report, to which has been added any exist- 
ing inventory reserves at the end of any one of those given periods. 


—A. I will say 


By Mr. Pinard: 
| Q. Have you added the net profit for every year in tl 
‘in addition to the inventory reserves?—A. Yes, the invento 
column has been added to the net profit. 
_ Q. In each case?—A. Yes, or deducted from the net profit if the reverse 
is true. 
—  Q. Yes, of course. 


| # 


iat cumulative figure, 
ry reserve in the fifth 


By the Vice-Chairman: 


~ Q. Just on this point, in the net profit after taxes, inventory reserve may to - 
‘some extent already be reflected? Is that correct? If some inventory reserve. 
has been allowed before making the tax assessment then it would be reflected 

there would it not?—A. I do not quite understand the question, sir. 

_~ Q. We have said that the tax office policy is to allow some inventory reserve? 

—A. Yes. 

_ _Q. And the net profit here is shown in the second column, after taxes?— 

‘A. Yes. 

_ Q. Does not that itself reflect some inventory reserve taken into consider- 

ation already?—A. From a taxation point of view. In other words, if the 

Inventory reserve had been-taxed by the department then that tax would have 

been deducted from the net profit before those figures were shown. 

— Q. All right, thanks. 


Mr. Dyne: Now, Mr. Chairman, as far as I am concerned I have finished 
Yoing over the report with Mr. Knight. I think we might pause for the moment 
and perhaps go on with another witness unless there are further questions of 
Mr. Knight. You will understand, Mr. Chairman, that Mr. Knight will be 
with us throughout the succeeding days, and if it turns out to be useful we can 
sk him to return to the stand at any time. 
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The Vicn-CHaIRMAN: Yes, with respect to this report or any of the 
succeeding reports with which we may be dealing. sash 

Mr. Dyve: Yes, and as far as I am concerned I would be ready to go on 
with another witness at this stage unless someone wishes to keep Mr. Knight 
on the stand longer. 

The Vice-CHairMAN: I think we may have Mr. Knight stand down now. 
Who will be the next witness? 

Mr. Dype: It will be Mr. Glass. I would like to call Mr. Glass and I would 
like to have the memorandum which he has prepared distributed to the members 
of the committee. 

The Vice-CHarrMAN: While Mr. Glass is reading the brief perhaps 
Mr. Fleming would take the chair. I understand, Mr. Fleming, that you got_ 
along all right with the boys yesterday and they have requested, by petition, 
that you be used as our chairman. 

Mr. Fiemrina: I think it is just a means of silencing me. 

The Vice-CuairMaAn: I do not know whether that is true. 


(Mr. Fleming took the chair.) 


Mr. George Herbert Glass, Vice-President, Commodity Prices Stab- 
ilization Corporation, Ltd., called and sworn: . 


By Mr. Dyde: ; 


Q. Would you please give the committee your full name?—A. George 
Herbert Glass. h 

Q. What is your address?—A. 29 Imperial Avenue. ip 

Q. Ottawa?—A. Ottawa. j 

-Q. What is your post or office?-—A. I am vice-president of the Commodity 
Prices Stabilization Corporation. 

Q. I have asked you to prepare and bring with you a memorandum which 
you are now prepared to read?—A. That is right. a 

Q. Would you please do so?—A. Mr. Chairman: 


STATEMENT BY COMMODITY PRICES STABILIZATION 
CORPORATION LIMITED RESPECTING RAW COTTON 
SUBSIDIES PRESENTED TO THE PRICES 2 
COMMITTEE | 


In connection with this Committee’s enquiry I have been asked to 
present a statement concerning the operation of the Commodity Prices 
Stabilization Corporation Ltd., in so far as cotton, particularly raw 
cotton, is concerned. 4 

Before dealing with the raw cotton subsidy it might be helpful to 
review briefly the general operations of C.P.S.C. Ltd. In spite of the 
overall price ceiling which came into effect on December 1, 1941, many 
producers and manufacturers faced rising costs. Some of the causes of 
higher costs were higher prices in the country of export, higher shipping 
costs and, in some instances, higher operating costs due to reduced 
production. rs 
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The first method of dealing with these increased costs was to have 
producers and distributors share the increased costs, in other words, their 
margins were reduced. The second method was to reduce costs by 
simplification and standardization of production, but in many cases 
these two methods proved insufficient to take care of the full increase 
in cost and, where continued supply of the commodity was considered 
necessary, subsidies were paid, duties were remitted or modified, or 
commodities were purchased in bulk by Crown companies, 

While the real beneficiary of any subsidy was the consumer, for the 
sake of convenience, economy and ease of administration, the general 
policy was to pay subsidies at the level of trade at which there were the 
fewest firms. This level was usually the importing or primary processing 
or manufacturing level. The maximum subsidy payable was defined in 
the board’s statement of import policy as the amount by which the 
laid-down cost of the goods imported exceeded the laid-down cost. of 
similar goods entered for consumption during the basic period, or at such 
other time, or exceeded such other cost as was appropriate having regard 
to the maximum selling price. It was further provided that subsidies 
might be paid under either of two methods:— 

1. The individual import basis 
2. The industry or commodity formula basis. 


It will be appreciated that a basic formula which provides adequate 
returns for one manufacturer may allow greater than normal profits to 
another operating under different conditions. Furthermore, a subsidy 
fomula based on normal operations may result in large profits should 
conditions allow better than normal operations, or losses should condi- 
tions allow only sub-normal operations. 

Consequently, a number of industries agreed with Commodity Prices 
Stabilization Corporation Ltd., on a scheme of subsidy limitation or 
profit control. 

Generally speaking, profit control provided that all subsidies cal- 
culated on the basic formula, to the extent that they contributed to profits 
taxable at the rate of 100 per cent, under the Excess Profits Tax Act. 
either would not be paid or would be refunded to the Corporation if 
already paid. 

The formula for the limitation of subsidies, usually called “Profit- 
Control”, had a number of minor variations to fit different industries, 
but in principle provided that subsidies paid to any person or corpora- 
tion during any year were refundable to Commodity Prices Stabilization 
Corporation, Ltd., to the extent that the recipients’ net taxable income 
exceeded 1163 per cent of its standard profits as determined under the 
Excess Profits Tax Act. The 1162 was the point at which under the Act 
the 100 per cent rate of tax became effective, (subsequent to June 30, 
1942). The adoption of this formula made it much simpler to arrive at 
appropriate rates of subsidy in an industry where there were wide varia- 
tions in rates of profit between firms, where the full subsidy was required 
to keep marginal firms in business but little or no subsidy required at 
the other end of the scale; or where the prospects of an industry under 
war conditions were extremely difficult to predict. 

Applications for subsidy were submitted to the corporation and 
subjected to a careful check. They were then forwarded to the appro- 
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priate administrators for further examination of the amount of subsidy 


- elaimed, especially in respect to how much of the increased cost a trade — 


might reasonably be expected to absorb. | 
Dealing with subsidies on imported goods, the principles in accordance — 


. with which subsidies were payable were set forth in a series of state- 


ments of import policy. Subsidy payable was limited to the excess of 
actual laid-down costs over the laid-down cost appropriate to ceiling 
prices. It was further limited to the extent that the increase in laid- 
down costs could reasonably be expected to be absorbed by the trade. 

_ Subsidies on domestic products were payable only on such goods for | 
civilian consumption in Canada as the Wartime Prices and Trade Board — 
specified. The formula in each case was designed to provide such assist- : 
ance aS was considered necessary to maintain an adequate supply of a 


product at ceiling prices. 


G 
The subsidy limitation scheme was applied in both import and — 
domestic subsidies where considered necessary and practicable. 2 

Turning now to the subsidy in the cotton field, the basic subsidy here — : 
was the import subsidy on raw cotton, which was administered on a 
formula basis. 

There were pecularities in the cotton situation which made the 
formula treatment desirable. Had raw cotton been subsidized on an 
individual import basis, on account of the wide variety of grades, staples 
and end uses, it would have been impossible to fix a single appropriate — 
basic price for subsidy purposes. It would have been necessary to ~ 
compute appropriate base prices for each end use, which could not have — 
been done at time of importation. Consequently, the Standard Raw — 
Cotton Agreement was drawn up and all the primary processors operated — 
under this agreement; spinners, knitters and converters operated under 2 
substantially the same agreement with changes to suit their conditions. 

The Standard Raw Cotton Agreement provided that with respect to — 
cotton products invoiced at ceiling prices, the corporation would pay a 
subsidy on the raw cotton going into production thereof, at the difference — 
between the actual laid-in cost of such raw cotton and a schedule of fixed — 
basic prices. These basic prices represented raw cotton costs appropriate 
to February 1941 fabric prices, which generally speaking governed — 
consumer prices of the finished products in the basic period, September 15 
to October 11, 1941. The subsidy limitation scheme outlined above | 
restricting pion to 1162 per cent of standard profits was incorporated in 
the Raw Cotton eee s 

When the overall price ceiling was imposed in 1941 the prices ole 
cotton fabrics had advanced more or less in line with the rising American — 
raw cotton quotations, while the retail prices of finished cotton goods were — 
generally related to the lower prices of primary textiles which orevailedi % 
some months earlier. The board was therefore faced with the alternative — 
of either allowing a general increase in the prices of cotton textiles at the 
retail levels or of reducing the prices of fabrics. The latter course was — 
chosen and the fabric ceilings were “rolled back” to the level prevailing — 
in February 1941. While this action did not involve the immediate pay-_ % 
ment of subsidies on raw cotton, it was recognized that, as inventories — 
purchased at a lower level were used up and ee in a rising market, 
subsidies would become necessary. : 
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During November and December of 1941, at the suggestion of the 
corporation and the Wartime Prices and Trade Board, very heavy supplies 
of raw cotton were accumulated by the trade at most advantageous prices 
and because of these large low-cost inventories and the fact that profits 
were generally such as to preclude subsidy claims under the limitation of 
subsidies clause, no substantial subsidy payments were required until the 
year 1944. (See Schedule 1 attached.) 


Looking at that schedule, now, you can see that the subsidies paid on raw 


_ cotton and cotton linters, under tariff item 520, from April 1 to December 31, 


1942, amounted to only $174,000; in 1943, $917,000, but in 1944, it increased to 
practically $9,000,000. In 1945, it amounted to $12,000,000 and in 1946 to 
$13,000,000, but in 1947, it dropped to something under $6,000,000. 


By Mr. Thatcher: 


Q. What was the reason for that drop, Mr. Glass, do you know?—A. We will 
come to that later on, Mr. Thatcher. 
By that time, that is, the year 1944, the low cost inventories had been 


used up and in 1945 profits were further affected by the reduction in war 
— contracts. 


The schedule of fixed prices forming part of the Raw Cotton Agree- 
ment covered the majority of the grades and staples of United States 
cotton as well as cotton from several other countries. To indicate the 
changes in these fixed prices, I will use the fixed price 15/16 middling, 
which is the staple and grade on which standard cotton quotations are 
based. The original fixed price for subsidy purposes was 11-4 cents per 
pound for United States cotton. Effective March 1, 1946, this price was 
increased to 15-4 cents per pound. Effective February 1, 1947, it was 
increased to 24-4 cents per pound and effective June 2, 1947, it was 
increased to 27-2 cents per pound. 

Early in 1946 the price of raw cotton in the United States had risen 
to nearly double our basic price of 11-4 cents per pound. On the Ist of 
March, 1946, the first step was taken to bring the Canadian price level 
for cotton goods more in line with actual raw material costs when the 
fixed prices were increased by 4 cents per pound. This advance in the 
cost of raw cotton involved a general increase in the ceiling prices of 
cotton yarns and fabrics. In most cases the secondary manufacturers using 
cotton yarns and fabrics were permitted to add the increased cost to their 
ceiling prices. These price increases were in turn controlled down to the 
retail level by the use of specified mark-ups. 

Soon after this increase in the fixed prices, a sharp increase in raw 
cotton prices in the United States took place and in October, 1946, cotton 
reached 40 cents per pound. Thus the anticipated saving in subsidy by 
the increase in the fixed prices was completely wiped out and in fact the 
cost of subsidies increased in 1946 as compared with 1945. 

While the price of cotton decreased from its high of 40 cents per 
pound in October, 1946, it was still approximately double the fixed price 
of 15-4 cents at the first of 1947, and there seemed little prospect, if any, 
of the market falling to this level in the reasonably near future. The 
4 United States support price was over 24 cents and with these factors in 
. mind, the base price for subsidy purposes was raised 9 cents, that is to 


\Z 24-4 cents per pound effective February 1, 1947. As in the case of the 
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previous increase, general increases in the whole ceiling price structure 
for cotton products were necessitated. : 

On June 2, 1947, the fixed price of raw cotton was raised again by 
2-8 cents per pound to 27-2 cents. Raw cotton prices in the United States 
had commenced to rise, reaching 36 cents in May and, moreover, the 
United States export subsidy which had the effect of holding costs to 
Canadian buyers below the market level had been reduced from 2 to 3 cent 
per pound on May 13, 1947. 

At this time, that is June, 1947, an adjustment in the base price 
for raw cotton was combined with a revision of the domestic price struc- 
ture. The basic period price structure for cotton fabrics had contained 
certain anomalies which had persisted under price control and other 
anomalies had developed in the course of subsequent adjustments which, 
being based primarily on the increased cost of the cotton content, had 
tended to discriminate against the finer fabrics in which costs other than — 
the raw material are a more important factor than in the cheaper quality — 
fabrics. ¥ 

_ The Standard Cotton Agreements were terminated by the Corpora- — 
tion as at September 15, 1947, at which time cotton products were com- } 
pletely decontrolled. 


ScHEDULE I — 


SUBSIDIES PAID ON RAW COTTON AND COTTON LINTERS zx 
TARIFF ITEM 520 


Paid by Years Cumulative 
Anil) to. Deer ade 1982, Seine slr cee hee ee $ 174,786.29 $ 174,786.29% 
Pane i ton Dec eat Posie se ee a be oa hts eee 917,681.92 1,092,468 .21 — 
Fac lobes Ded Bi LOGS Ts ag trata ee Nae te ree tee 8,857,330 .47 9,949,798 .68 
Jan ele to Docs Oh. PO45) vnk oven eee oP te bee Aika neers 12,742,425 ..05 22,692,223.73 — 
Warsi to Deci sl, W9Ge Sa hase ae epee oer 13,487,233.90 36,179,457 .63 

Panel tos Ped a lavlOay scan. wees oer anes 5,826,312.30  42,005,769.93 — 


Mr. Dyve: Mr. Chairman, Mr. Glass is now available for questioning by © 

the committee. Before doing so, it occurs to me it might be appropriate if I 
provide the committee with a table showing the United States raw cotton — 
prices. I have not called a witness for this purpose. The primary textile insti- 
tute was kind enough to refer me to trade papers in which I could find the raw — 
cotton prices in the United States. I have extracted the raw cotton prices cover- — 
ing the years from 1940 to 1947 inclusive and for the first four months of 1948 — 
from those trade papers. These prices appear in a document which is expressed 
as being quotations compiled by the United States department of Agriculture. — 
I think it might be useful for the committee to have those prices. It is the — 
type of table we have occasionally put in before without specifically calling a — 
witness because I think the table is self-evident. 
_ Added to that is, of course, the difficulty of calling somebody from the 
United States Department of Agriculture. 


The Acting Cuairman: The institute to which you referred is the Canadian 
Institute? .. 
Mr. Dype: Yes, Mr. Chairman. a 


The Actina CuairMAN: Has anyone any objection to this table going 1 


n? 
It will go into the record at this point. q 


a eee 


PRICES 3487 


' RAW COTTON PRICES 
United STATES 


The following prices are in cents per pound and are quotations compiled by U-S. Depart- 
ment of Agriculture and reproduced in trade publications, the quotations being the average for 


spot middling 15/16-inch cotton at ten market centres in Southern U.S.A. 


1940 1943 1946 
ANTLAT YS seks tae eke 10-8¢ PaNUaryy warts fees 2:10:- 5e January wes lee 24-7e 
HM eODrUAL Yur. cree sie - 10 8¢ Rebruary Soke. wes 20-7e Kebruary ~..%5.. .5:. 25-8c 
NViareinaawe ata. 10+ 6¢ War clige seach ere ceees PALIT ON Ts Marcha a usacesers nae 26-8¢ 
BX DT tocsteretd ce ttt ils 10-6¢ oy ays eee hare 21-2¢ IA DEA, SR oe as 27-7Te 
AVA tes amet rae 10-le INTEL DV kn ee ewade et tee 21-l1ce Minsy Gab tee ea 27-4¢ 
ATW Se ae eee A een 10-5e SUMNGLO is, Ws a eres 21-le JUMP Rey eae 29 -2¢ 
A Ullviee ete A Those ame 10+4¢ alive. Shoupas ce. tee, 20-9e LULL op. eect eee eee 33-4¢ 
PATISUSL = Sart. cae ane 9-9e ATICUBU Gon ate ee ok 20-4¢ ANIGUISb's castes 35-5e 
September ....... 9-5e September ....... 20+ 4¢ September ....... 36-9c 
POD GI IE oka e dale 9-4e October ieee ent 20-3¢ Octobery tu oenre 36-1e 
November ....... 9-7e November ....... 19-7c¢ November ....... 30-9¢ 
December ........ 9-9e December ...°.... 19-7e December ........ 32-4e 
PA VETAS Ob. ss srers 10+2¢ AEH ARE, os. raurcerd 20-6e Average= <0 hs 30-6¢ 
1941 , 1944 1947 
PRAT Ys Pad eee 10-le ALS INDIE Gtr age ee an 20-2c JINUALY «costal Ae 31-9¢ 
WeDTUATY; ysis .xs sae 10-le Rebriaiyir... sic ac... 20-8 Mebruary eceaen 33-3¢ 
MECN ae ae ia ae 10-6¢ VICI eRe «oho a 21-le WiairehyPsineen careers 35-2¢ 
BAVEAET Whit. sera avetekeis, Stabe ll-le ASD Iii etee cee 21-0e Aprile stpte dnote nes 35-1¢,- 
EE ce eer 12-4e Miata ater. 2 21-0e (Miaiy? verse. atone sete 36-0¢ 
AST ge eee Nee 13:-8¢ SE racic Mee peer ree See 21-5e¢ SUNG Athy eee 37 -2¢ 
RY, fay a wet 15-6¢ Srl Vor Aion eee. 8s ee 21-6e Janay. Sane ak tee 37-5c¢ 
PANTS Ustigtncs a.com foe 16-le UNO CAUD ESA ha one. 21-4¢ AUouBst. Sac. seeine 34-3¢ 
September ....... 17-le September ....... 21-4¢ September ....... 31-6¢ 
WECODET Wiest. bie cet 16-5e¢ October fy eos 21-6¢ October *,.2 arene ies 31-7e 
Wovember ....... 16-4¢ November ~........ 21-4e November ........ 33: 6c 
December ........ 17-3¢ December ........ 21-5e¢ December 05) aan as 35 -8¢ 
PSV OTIAQ CL he da. sss 13:-9e PASO GAD Grr nieis tome 21-2¢c (Awerace isis esis 34-4¢ 
1942 1945 1948 
Semwarys Lene. : « 19-0c Staminary ehh es ey. 21-7e A ine hopin se Reg 35-15¢ 
HMebruary §........ 19-2e Hebrianvesnce §., circ 21-6¢ Rebruary eos 32-76¢ 
BuMrmatin ciécse ates Svea she 19 6e IE Col epee ete erences 21-8¢ Marches. aoe oe 34-19¢ 
BACINISTINE. 7, «oc tek 20-2e AIT Ee SA cote es 22-1e Aipri ver tiaine cot cut 37-22¢ 
IY coos his ee oie Se 20-0e INT aivcdameae rabtrees ding aie 22 -6e 
TY eR na id 19-0e URE ITED Qo Saad oa RS Oe 22-7 
MO ULY ese ee cee 19-4e el yes. cdi: aghast y 22 - 6c 
| SANS a 18-6¢ Aupust. ieee apnes 22-4¢ 
September ....... 18-8¢e September ....... 22-5¢ 
me October .......... 18-9e POGLODEIR«. tes.) wee 23-1e 
November ........ 19-3¢ November ....... 24-0e 
& December ........ 19-7e December ....... 24 -5e 
PAV OMAGE soa cet 19-3e Averamet 2s. 22-6e 


Mr. Tuarcuer: [ still do not understand— 


The Acting CHairman: Mr. Dyde has a few more questions, I think, and 
then there will be an opportunity for questions by the committee. 


Mr. TuHatcHer: All right. 


= By Mr. Dyde: 

Q. While the price list is being distributed, I note that in your memorandum 
you have dealt with the subsidy on raw cotton. Is there any difference between 
the raw cotton subsidy, in principle, and the subsidy on grey cloth?—A. No, in 


| principle there is not any difference. The manner in which it was handled was 
| just the same. The difference, in fact, was that whereas on the raw cotton we 


established a schedule on fixed prices for the various grades and staples of raw 
cotton, in the case of grey cloth, we established a schedule of fixed prices for the 


| different types of grey cloth. 
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Q. Now, on this list which I think you have not seen, Mr. Glass, this list 
of raw cotton prices which has just been distributed to the committee, I notice — 
that the quotations are for spot middling, 15-16 inch cotton. Would you say 
to the committee whether that is the normal way of quoting cotton? There are 
other types of cotton, I understand, but the one that is used for the basic 
quotations is the 15-16 inch?—-A. That is my understanding. 

Mr. Dyne: I have no further questions. | 

The Acting CHairman: I do not appreciate the significance of this reference — 
to grey cloth. Was it referred to here? : 

Mr. Dypr: No, we will be referring to it in one or two cases later and 
I thought I would have it on the record. 


The Actinac CHAIRMAN: You have a question, Mr. Thatcher? 
Mr. TuHatcuer: Mr. Beaudry cleared it up for me. 


The AcrING CHAIRMAN: Are there any other questions to be asked of 
Mr. Glass? 
Very well; thank you, Mr. Glass. 


Mr. Dape: I should like to call Mr. Griffin, Mr. Chairman. 


A. G. S. Griffin, Secretary, The Wartime Prices and Trade Board, | 


called and sworn: 


By Mr. Dyde: 

Q. Mr. Griffin, would give the committee your full name?—A. Anthony | 
George Stock Griffin. 

Q. Your address?—A. 140 Howick Place, Rockcliffe, Ottawa. 

Q. Mr. Griffin, I understand that while, at the present moment you have | 
changed your department, you were, on May 31, 1948, secretary of the Wartime - 
Prices and Trade Board. That is correct, is it not?—A. That is correct. 

Q. Is it in that capacity you have prepared a memorandum for the 
committee?—A. That is correct. 

_ Q. Would you please proceed to read your memorandum?—A. 


Mr. Chairman, I understand the committee has decided to investigate : 
the textile industry by examining separately and in the following order 
the primary divisions of cotton, rayon, and wool before turning to the 
garment and other secondary trades. I shall therefore deal now with 
yarns and: fabrics of cotton and try to give you a picture of our pattern 
of trade in that field so that you may have a background against whic 
your examination of prices will perhaps be facilitated. 

Canada’s primary cotton industry produces about ninety- five per . 
cent of the cotton yarns which it requires for weaving into fabrics. The — 
five per cent by volume in which we are deficient represents, however, | 
an importance out of all proportion to the size; we are almost wholly — 
dependent on outside sources for the finer qualities of yarns used in the 
manufacture of such essential products as knitted hosiery, underwear, 
and thread. S: 

Our domestic primary industry has never produced sufficient cotton 
fabrics either by types or by volume to take care of home consi ae 
Production has varied between seventy-two per cent of supply (1938) — 
and just under fifty per cent (1947). I have submitted an outline of 

. domestic production and imports to which I draw your attention: It is 
designated table 1. 


_ Would you just look at that table? You will see that, during the war, ou. r 
cotton industry increased in production. 


ee ee od sie a be ee 


5 
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The ACTING CHAIRMAN: Do you want us to look at this table 1 now? 
The Wirness: Just have it beside you, I think. 


: 


By Mr. Dyde: 


Q. I think, Mr. Griffin, you may direct your attention to table 1 for a 
moment and interrupt your reading of your report. We might look at table 1 
just to understand what table 1 says, if you do not mind. I do this merely to 
assist you in reading your own memorandum. I notice you have taken, in the 

left hand column, the years from 1935 forward and you have ended with the 
‘first quarter of 1948. In the next column, you show domestic production and 
‘that is all of the cotton, broad woven?—A. Cotton broad woven fabrics. 

Q. And the domestie production is shown in millions of pounds, so that the 
228, the top figure in that column, is 228,000,000 pounds, is it not?—A. That 
is correct. 

__ Q. Then, in your next column, you show imports from the United Kingdom 
‘and that, again, is in millions of pounds?—A. Yes. 

# Q. And imports from the United States in millions of pounds?—A. Yes. 
QQ. It is easy to see, as one runs one’s eye down those two columns, that 
the imports from the United Kingdom have fallen off to a very small figure, 
while the imports from the United States have risen from a comparatively 
small figure to a very considerable figure?—A. Yes, that is brought out later 
im my memorandum. 

4 Q. Then, the next column is exports, still of cotton broad woven fabric?— 
A. Yes. 


_ _ Q. And the last column is the net between domestic production plus imports 
less exports? i 


By the Acting Chairman: 


_ Q. Just one question on that table. Is that a table of the disappearance 
of cotton by years?—A. That is the total supply. You are referring now to 
the total at the end? 

_ Q. Yes, the last column which is headed, “apparent supply”.—A. Yes, 
a is the total supply of cotton broad woven fabrics available to users in 
those years. 
_ Q. It is not necessarily the disappearance of cotton from the market?—A. 
No, it is the amount available to users. 


\" You will see that during the war our cotton industry notably 
‘S increased its production. The average for the years 1935-39 was about 


ended, production slipped off sharply and now looks as if it is settling 
down slightly above the pre-war level. Table No. 2 will show you that 
Canadian fabric manufacture covers a very wide range of cotton uses 
____ though as previously mentioned there has always been a deficiency both 


| | The Wirness: On the left-hand column you will see it shows the type of 
abries that are produced in Canadian mills. The next column is the various 


—_— 


/ 
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descriptions of the type of end products which are made up from these fabrics. 
Then the subsequent columns show the figures for the years 1943 to 1947, 
inclusive, the actual yardage production of each individual type for each 
year concerned. ; 

The Vicr-CHairMAN: And is grey cotton the same as grey cloth? 


The Witnuss: Yes. 

Prior to the second war, the bulk of our imports came from the Unite 
Kingdom, the United States supplying only certain of the coarser fabrics. 
which we have taken from them traditionally for many years; before the 
war these consisted mainly of canvas, bag cloths and tire cord fabric. % 

In 1948, in the interests of conservation of shipping space, Canada 
agreed reluctantly to adopt a plan worked out as a part of overall war 
strategy whereby, although the many types of cotton yarns for which 
we are dependent upon the United Kingdom would continue to be pro- 
vided, the responsibility for supplying fabric import requirements would 
temporarily be transferred to the United States.  . 

For the remainder of the war and for some time thereafter the United 
States continued to supply us. Our representatives met theirs each quarter 
to negotiate, fabric by fabric, for our requirements. These included, insofar 
as imports are concerned, many of the types of cloth we had previously 
obtained almost exclusively from Great Britain such as medium shirtings 
surgical gauze, flannelettes and dress and household prints. Meanwhile 
fabric imports from the United Kingdom tapered off almost to nothing; 
only highly essential specialty fabrics continued to be sent to us. Table 

- No. 3 illustrates what took place. 


Table No. 3 is really a digest of table No. 1. {ft shows perhaps a little more 
accurately what took place in the way of a shifting of import emphasis from 
the United States to the United Kingdom, : 


(Mr. Maybank resumes the chair.) 

The system of wartime allocations to Canada by the United States came 
to an end at the close of 1946 and at that time there was some uneasiness 
whether, through ordinary commercial channels, Canada’s import requirements 
would continue to be met from the United States. The British cotton industry 
had suffered greatly during the war; fully one third of the mills had been shut 
down and there was a very real possibility that Canada would be caught 
between U.S. reluctance to supply a customer with no traditional position in the 
market, one whose permanence as a customer was at least questionable, and 
the physical inability of Britain to resume the pre-war relationship. The 1947 
figures in table No. 3 show what happened. Proximity of the market, facility 
in the execution of business, natural commercial affinities and an import subsidy 
policy designed to maintain prices at a level quite well below world prices com= 
bined to bring about in a period of acute world shortage the importation of 
an unprecedented yardage from the United States. & 

Early in 1947, the Wartime Prices and Trade Board, recognizing that public 
expenditure on cotton fabric import subsidies was beginning to outrun its value 
as a price stabilizing medium and that the long awaited correction in US. 
prices had showed no signs of setting in, made an overall reduction of subsidy 
and authorized a commensurate increase in domestic prices. This, combined 
with the final termination of price control in September, 1947, and of the impo 
subsidy plan later in the autumn, had the effect of moderating the flow of goods 
into Canada as the year came to an end, but the yardage of 276 million impo t 
from the United States during 1947 still represents by far the heaviest figure 
in any calendar year on record. 

The position at present is that the exchange conservation measures adopt 


in November last have restricted sharply the flow of fabrics from the U 


Zw 


i 
rt 
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ates. I would estimate, under existing restrictions, we would import about 80 
to 85 million yards from there in 1948. Meanwhile, the United Kindom, which 
aeeds dollars as badly as we need fabrics, is trying hard to boost its exports to us 
rom 8 million yards in 1947 to 80 million in 1948. Based on 1947 standards of 
supply, that will leave a substantial gap. But the combined effect of much 
higher import prices and no import subsidies has unquestionably mitigated the 
demand. Moreover, it can reasonably be assumed that the heavy 1947 figure 
Tesulted in part from depleted wartime inventories which have now been largely 
rebuilt. Assuming 85 million yards from the United States, that the United 
‘Kingdom reaches its target of 80 million and that domestie production equals 
last year’s of 265 million, the total of 430 million would be about 25 per cent 
over the 1935-39 average but about 22 per cent under last year’s figure. 

- That, Mr. Chairman, concludes this brief outline of the position and recent 
history of the primary cotton industry. I have submitted as table No. 4 some 
comparative prices of fabrics both domestic and imported. May I utter a word 
of warning about this table. These prices have been obtained from reliable 
importers most of whom served in the Prices Board textile administrations dur- 
ing the war. But each quotation shown is only one importer’s experience; there 
‘may be wide discrepancies when comparing with the experiences of other import- 
ers. Furthermore, it is virtually impossible accurately to compare ostensibly 
|identical cloths produced in different countries. There are differences in finish- 
ing, for example, which differentiate costs and therefore prices irrespective of 
the fact that thread and yarn counts, widths and weights may be all the same. 
In short, within the above quite serious limitations, table No. 4 is intended — 
‘only to convey an impression. 

| My only comment on prices is to draw attention to the fact that, to the best 
of my knowledge, the prices of Canadian made cotton fabrics are generally 
lower than those in the United States and substantially lower than British prices. 


> TABLE 1—APPARENT SUPPLY OF COTTON BROADWOVEN FABRICS 1935-1948 
Wt (Unit-millions of yards) 


¢ 
e —— : Domestic | Imports Imports 
¥ production | from U.K. | from U.S. | Exports Total 
ie Matte Mins: Oleh Moe. = See fee eee Oe 
Me tee ee Sa 228 60 12 1 299 
MEE ee sa ee oe het 245 74 16 1 334 
00) cl Aa a 266 76 21 1 362 
| 0 32 oO RS eee ee eats 236 64 26 1 325 
1 Sy en ll ee 279 76 45 3 397 
(SONS. 251 70 24 1 344 
WOO VETALC. cece eee aes 260 a2 31 1 362 
| 327 29 94 10 440 
366 44 110 17 503 
369 39 178 18 568 
318 27 195 11 529 
296 10 225 if 524 
277 8 196 11 470 
268 5 213 13 473 
265 8 276 16 533 
73 2 82 2 155 
: i fp 2 73 6 141 
_ 8rd quarter 759 1 62 3 119 
| os EIMALUOIG 5 fetes Fe bot tS 761 3 59 5 118 
Ole 
| SS +67 4 $30 3 98 
ee 


| *No deductions made for tire fabrics—approximately 2-6 million. 

et Estimated on basis of bale openings. 
_ } Month of March estimated. 
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By Mr. Dyde: 

Q. Now, would you look at table 4, and go over that with us ‘taining mtiat a 

it is?—A. Yes. Table No. 4, provides the comparable prices of Canadian fabrics — 

in so far as possible. The table has been standardized to show a fair comparison 

within the limits I have described in my memorandum. The prices are given — 

in cents per yard laid down in Canada; that is prior to the tariff changes — 
announced by the minister in his budget address: but the weights are shown at 
a figure of yards per pound. I show in column 1 there in the units—the types 
are given in the left-hand column, and the Canadian, United States and United 

Kingdom prices are shown in the following three columns. F 
Q. Can you pick out and give us an example of this yards per pound? 
—A. Yes, I can. Example No. 1, you will see, in the third example down— ~ 

ticking, woven, yarn dyed; 56 inches approximately, $4 a yard. That 56 inches 

4 


f 
— a 


indicates the width, and the approximate yardage per pound there is 4 yards to 
the pound. Then you will see following across the Canadian price for that 
quality has been given to me as 69 cents a yard laid down; the United States 
price as 63 cents a yard laid down and the United Kingdom price as 75 cents a 
yard laid down. 
Mr. THaAtcHuer: I wonder if the witness could say what part the tariff plays 
in say the American price; would you know that-off hand? 

The Wirness: It varies, of course. I am not an authority on tariffs. 

Mr. TuHarcHer: Could you give us just a round figure? } 

The Witness: Yes, I would say the American tariff, purely as a round | 
figure, is about 174 per cent plus 3 cents per pound. 

The VicrE-CHAIRMAN: You mean the Canadian tariff against the United = 
States? 

The Witness: That is it. 


By Mr. Thatcher: 
Q. What is it now? Has it been completely taken off?—A. That is correct. 
Q. So that the British price will be lower?—A. Yes, but there has been also 
a scaling, a necessary scaling down of tariffs against the United States; that is, 
assuming the tariff against Great Britain was 174 per cent and that the tari 
against the United States was 173 per cent plus the 3 cents a pound, then the 

United States tariff now becomes 3 cents per pound. 
Q. I see; well then, temporarily these American prices will be lower?— 

A. That is correct. 

The Vick-CHAIRMAN: You are describing there the operation of the most 
favoured nation clause? E 


The Witness: That is right. 5 
By Mr. Thatcher: é 


Q. Do vou know if that would have any effect in bringing prices down in 
Canada?—A. It is too soon to say. 


Q. It is too soon to say yet?—A. I think it is. 
Q. But probably it would?—A. We hope it will. 


By Mr. Fleming: 


Q. You were with the Wartime Prices and Trade Board for some consider ‘ 
able time, po you?—A. Yes, two veats oe ey 


ss | PRICES 3497 
_ you know, the Prices Board had a prices division which looked after all matters, 
under the chairman of course, all matters which had to do with prices, whereas 
the secretary of the Board concerned himself more with supply. That is why 
_ this report is mainly on the supply position. 

% Q. We are interested in this committee under our terms of reference in two 
- : id A % 

~ questions, and if you can help us out on either of them I am sure we will be glad 
_ to have your assistance. One is prices and the other is possible hoarding of 
_ supplies. Had you up until the time you left the Board on May 31, any 
_ knowledge of any hoarding or undue accumulation of supplies in the cotton 
textile industry ?—A. No, I had not. 


: 


© Q. Then, on the question of prices— 


% The Vice-CHatrMAN: That would be rather more particularly out of your 
_ province, would it not? You say you were more interested in supply than prices? 
_._ The Witness: Yes; well, we were more interested in facilitating supply, 
_ that is in order to maintain the price ceilings, and in doing that one has to pay 
close attention to the volume of supply obviously, and it was that particular 
field which concerned us. 

3 The Vick-CuHairMAN: I was just thinking in that connection that it will be 
a matter of particular interest to your department if there were any withholdings 
from the market? 

2 The Wrrness: Yes. 

The Vicr-CHairMan: Would that be right? 

| The Wrrness: Yes, that would be correct. 

; By Mr. Fleming: 

—  Q. You indicated that you have not any evidence of any attempt at any 
| time of the accumulation or hoarding of supplies?— A. Certainly not in the field 
of primary textiles. 

_ Q. That is what we are discussing here now. On the subject of prices, if 
_ your knowledge does not qualify you to answer fully I am sure you will tell us, 
have you found in the period you were connected with the Wartime Prices and 
Trade Board down to May 31 of this year any attempt of unduly high prices 
in the cotton textiles industry?—A. No, I have not. On the other hand, I would 
say that the primary cotton industry had gone a long way towards preserving 
_as closely as possible the relationship with the ceiling price which obtained at 
_ the time of decontrol. 

___Q. In saying that I take it that you are speaking with particular. reference 
to the period since September 15, 1947?—A. That is correct. 

Mr. Tuarcurr: In the passing of this new tariff, that is once where I think 
government is taking a right step in keeping prices down; and that is about the 
first time since I have been on this committee that I have said anything like 
_ that. I am pleased to notice that. 

L The Vice-CHarrMan: I think that should probably be printed in the report 
In capital letters. 


By Mr. Dyde: 


dk Q. Mr. Griffin, you have said that you are closely connected with supply. 
Ts it possible for you to give the committee any information with regard to 
supplies from the United Kingdom? I mean, I happen to know that you have 
‘been there lately. Can you give the committee any information with regard to 
‘that, is there any information available?—A. Yes, Mr. Chairman; the United 
‘Kingdom government is taking every effort possible to recapture the Canadian 
market in cotton fabrics. They have taken certain steps to bring about that 
. One of them was some time ago that a certain proportion of all exports 
=. 
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uf 
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from the United Kingdom would have to be sent to hard currency countries, — 
and as it happens Canada is the only hard currency country Britain has at the 
moment on that quota. The Argentine, for example, which formerly had been a | 
good market for British cottons has restricted the imports of cotton from the 
United Kingdom. The United States, as you know, has a very large domestic 
industry of its own as well as a very high tariff schedule, have never taken very 
much from Great Britain except for fine goods of very fine quality fabric; 
therefore, Canada provides the best potential market at the moment. 

Q. Would you venture to say whether the proposed program is within the 
possibility of the United Kingdom; 1s it likely that they are going to be able 
to live up to their suggested program, or can you say anything about’ that?— 
A. Yes. When I was there last March I was fairly optimistic, but the one factor 
which may interfere is the current United Kingdom price, which as you will see 
on table 4, is still much out of line with our domestic price here and considerably 
higher than the United States price. : 

Q. With the reduction of the tariff rate a person like myself would say that 
those United Kingdom prices will go down by the amount by which the tariff is 
reduced; but are there other factors which have to be considered before one 
can just jump to that conclusion?—A. Yes, I think there are. One is the very 
heavy increase in Egyptian cotton. F 

Q. What effect does that have?—A. That increases the cost of production 
in Great Britain and presumably therefore an increase in the price to Canadian 
producers. 

Q. Do you know of any other factors?—A. Well, there is of course the fact 
that there is no system of control of export pricesan Great Britain and there is 
nothing to stop the exporter in Great Britain from simply adding to his price 
the decrease which would otherwise have taken place through a reduction of 
our tariff. _ 

Q. But you say it is too soon for us to be able to assess the action of the 
United Kingdom producer?—A. My feeling is that the reduction of tariffs is going 
to be more a stabilizing factor than actually a medium for a reduction of price; 
but those factors which I have mentioned will possibly stave off a rise in prices 
and may very well stabilize the price level as it stands now. . 


Y 


: 


4 


» By Mr. Thatcher: ' : 

Q. On page 2, you make the statement: “When the war ended, production 
slipped off sharply and now looks as if it is settling down slightly above the 
pre-war level.” I wonder if you would clarify that a bit, would you express the 
reason for that?—A. I think perhaps it can best be explained by a reversal of 
the reasons given in the preceding paragraph, the reasons for the increase. You 
will notice there where the industry was operating along military lines, and 
that ceased when the war ended; and the general atmosphere of the war which 
also came to an end. I think perhaps the most important factor was the 
reduction in the hours per week. = | 
Q. Was there much of an increase in point of fact during the war in 
Canada?—A. I would think it would be better for me to leave that for the 
industry to say. . 
Mr. Dype: You would not like to say there was a reversal of all those 
factors, because one of the factors was that the government contributed towards 
the overcoming of special handicaps. * 
The Witness: The government has retired to the sidelines as you know. 

Mr. Dype: I have no further questions, Mr. Chairman. - 
The Vicn-CHArRMAN: Any other questions, gentlemen? If not; thank you 
Mr. Griffin. : ji 


“= 
; 


a 
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Mr. Dypr: I would like to call Mr. Hughes of the Dominion Bureau of 
Statistics. 


® 


Frederick William Hughes, Chief Clerk, Import Section, External 


_ Trade Branch, Dominion Bureau of Statistics, called and sworn: 


| By Mr. Dyde: 


Q. Would you give the committee your full name?—A. Frederick William 


~ Hughes. 


a 


Q. Your address?—A. 20 Middleton Drive. 
Q. And your capacity with the Dominion Bureau of Statistics?—A. Chief 


Clerk, Import Section, External Trade Branch. 


Q. I have asked you, Mr. Hughes, to bring with you a table which is I 
understand produced by the Dominion Bureau of Statistics covering imports for 
consumption of textile products. Before asking you to look at this table I might 
perhaps say for the benefit of members of the committee that while we are deal- 


- ing with cotton I felt that it would be useful to have this table which covers all 
_ textile products, and you will see therefore as you look at it that it covers more 


_ than cotton. But would you please explain, Mr. Hughes, the significance of this 


table. I mean, would you tell us what it is; for instance, I see at the top the 


_ phrase, “imports for consumption, from all countries, from the United Kingdom 
_ and from the United States, years ended December 31, 1947 and 1947 (excluding 


in 


= iF 


a 
‘¢ 


3 
‘ 


gold)—continued”. What does that mean?—A. That is excluding gold bullion 
which is looked after by the Bank of Canada. 
Q. Well then the words of the heading; imports for consumption is a long 


table of which we have only one page; is that not correct?—A. These are the 


group totals of the fibre and textile section only. 
Mr. Dynes: I think that should be taken into the record at this point. 
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By Mr. Dyde: - / : 

Q. Yes, but the table covering imports for consumption covers a great many — 
pages in your whole report of which you have extracted one page?—A. Yes. 
Q. So that the unit imports for consumption is a heading which appears also : 
on a number of other pages of the report?—A. That is right. : 
Q. But you have here given us all the fibres, textiles and textile products 

on this page?—A. That is right. ¥ 
Q. Then, you have given under the first column the totals from all coun- | 
tries for 1946 and 1947, with the two columns in dollars?—A. That is mght. ~ 
Q. Will you explain what that amount of dollars represent? Is that amount 
the laid down cost in Canada?—A. These dollars represent the figures on 
customs import entries. The Department of National Revenue lays down the — 
value of goods entering this country shall not be less than the firm market value 
of the goods at the time and place of shipment, but not less than the invoiced ~ 
value; that is, the value of the goods can be shown higher but not lower than the ~ 
invoiced value. . ; 


By Mr. Fleming: - . 

Q. That is to prevent dumping?—A. Well, if the price of the goods goes ~ 

up from the time a man orders his goods and before they are shipped, the price at — 
the time of shipment is taken instead of the price the man actually pays for the — 
goods. -. 


_By the Vice-Chawman: B 
Q. Does that mean that these prices are the prices in the country from — 
which the goods were shipped, or does it mean the prices are the laid down — 
costs in Canada?—A. Well, it means both. q 
Q. Well, the one figure cannot mean both, can it?—A. In some cases; a 
man may pay a dollar for goods. When he gets them shipped to him they — 
are still worth only the dollar and the dollar is charged as the value for duty. — 
However, if he orders goods and gets delivery, say three months later, and the — 
value of the goods at that time amounts to a dollar and a half, for duty © 
purposes, the dollar anda half is used. . ‘e 
Q. But that is a change in the price of the goods some time between order 
and receipt. Still, in both of those cases this question is proper; is it not; — 
does the price represent the cost to the man here in Canada or does it repre-— 
sent the cost of the goods in the.country from which they are exported?—A. If — 
the man orders a dollar’s worth of goods and there is no change in the market — 
value at the time he gets the goods, he pays one dollar. If there is a change © 
in the market value of the goods, he still pays a dollar all right, but we put — 
down the actual price of the goods at the time and place of shipment; that is, | 
the increased value is shown in our figures, despite the fact the importer him-— 
self only pays a dollar. ; a 
Q. Then, you are endeavouring to arrive at the actual value of the goods? © 
—A. The current value of the goods. = 
Q. You get your figures from the customs department?—A. We take them — 
off the customs import entry. 2 
hone Do you take the price of the goods as valued for duty purposes? — 
—A. Yes. ay 
Q. And, in looking at these figures, then, we are to realize that the tariff 
is not in these figures?—A. The tariff? So 
Q. The customs that the man has to pay, that figure is not in this?—A. No, | 
the customs duty is not in those figures. fet 
Q. So that, in looking at the first figure—I happen to be looking at a figure — 
of 44,000,000—we should understand that represents raw and manufactured cot- — 
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ton which will cost the first person who uses it in Canada considerably more by 
reason of the tariff impost?—A. Yes, there is a duty to be added to that. 
Mr. Dype: Mr. Chairman, in that connection I asked Mr. Hughes—I am 
not sure of the importance of it—to bring forward a table of the import duties. 
It is a very long table and I have not got many copies of it but I still could 
put it on the record if you so wished. 

The Vicu-CuamMan: It is just one sheet. It is not too big for printing. 
If it is of any value, and it might be— ; 

Mr. Fnemine: Has there been any change in the duties within the last two 

“years? 


< 


4 The Vicze-CHAtRMAN: No, but this is worked out in dollars. This is not 
_ just a table of the duties charged, taking them by percentages; this is the amount 
of money. If we are estimating the cost to a person who is going to use some of 
‘these things dealt with on the imports for consumption table, these amounts 
would be added to the figures that are there. It is in dollars, not in percentages, 
you see. 
Mr. Fiemine: I was just wondering about the relevancy. Has it any great 
materiality for our purposes? 
The Vice-CuatrMan: It may not have great value, but it does show the 
figures which one would have to take into consideration if he were thinking 
“about the costs of these things that have been brought into the country for our. 


use. 

3 Mr. Fiemrine: Well, I suppose there is no harm in putting it on the record. 
___Mr. Dypr: There is no harm, I think, Mr. Chairman, in putting it on the 
record. It explains and adds a little to this table and, for the purposes of the 
_Tecord, it is perhaps a useful dccument. 

____ It might go into the record at this point. 

i Mr. Fiemine: Agreed. 
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Mr. Dypg: I have no further questions, Mr. Hughes, but you might per- — 
haps pause for a moment in case the members of the committee have questions — 
with regard to the last table. Fs: 

Mr. Fueminc: There is one small matter. I noticed on the sheet showing 
the duty collected which is just being distributed we have, at the bottom, a 
recapitulation of the figures by the various classes of textiles. In the printed 
sheet which was filed by Mr. Hughes, we have not got that recapitulation by the — 
individual textiles. It might be helpful to us if that could be prepared and added 
to Mr. Hughes list. . : 
| The Wirnzss: Yes, we could do that. 


: 


By Mr. Flemang: 
Q. It would not be very difficult?—A. No, it is just the totals of these 
individual groups, here. 


ao 


By Mr. Dyde: 4 

Q. Will you prepare that, Mr. Hughes?—A. I will see that those are pre- — 
pared and forwarded. ] 
Mr. Fremine: They could go on the record later without any further % 
evidence. q 
The Vice-CHaiRMAN: That is all, gentlemen. Thank you, Mr. Hughes. 

I should like to suggest to the committee that the next witness be sworn 4 
and, if there are any documents to be distributed they might be distributed - 
before we adjourn. Then, perhaps we could adjourn. Oh, I said that, gentlemen, ~ 
believing it would be Mr. Blair Gordon. However, we have another Bureau — 
witness. aa 


Frederick J. Rashley, Assistant Chief, Manufacturing Statistics, — 
Dominion Bureau of Statistics, called and sworn: p 


-_ 


By Mr. Dyde: ; 

Q. Would you give the committee your full name?—A. Frederick John 
Rashley. g 

Your address?—A. 111 Hopewell. — : 

Q. What is your occupation?—A. Assistant chief, manufacturing statistics, — 
Bureau of Statistics. : 

Q. I have asked you to bring, for the information of the committee, certain — 

tables. You have prepared certain tables? Which one are you wishing to pro-— 

duce first, Mr. Rashley?—A. Well, I think we have made a composite table 

covering part of it, have we not? -— 

Q. Yes. Are you not also producing a table out of the statistical review or 

do you think the one table will be sufficient?—A. One table. a 


By the Vice-Chairman: 
Q. That is the big, typewritten table?—A. Yes. 


By Mr. Dyde: . 
Q. So, the big typewritten table is the one you are now producing?—A. Yes. 


The Vice-CHAIRMAN: Yes. 
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By Mr. Dyde: ; ‘ 

Q. Would you look at that table and explain to us what it is?—A. Well, 
the import figures, of course, need no explanation. So far as the second column 
is concerned, under the heading, “Raw Cotton”, this represents the bale openings 
in the mills. . 
3 
By the Vice-Chairman: * 

Q. Your voice is hardly loud enough.—A. I am sorry, I just cannot make it 
loud enough. ; 
Q. Pretend your boy is down at the bottom of the garden and you will have 

to make him hear.—A. I will try again. On this large table, the first column 
covers the imports of raw cotton. This, of course, is simply taken from oul 
import statistics section. § 
Now, the second and third columns represent the openings of cotton bale: 
FS 


the mills. As a matter of fact, if you know the number of bales opened, y 


actually know what is going on in the cotton industry. So, that is an activi 
factor. > 


in the mills. In themselves, they give you a good indication of the activity : 


By Mr. Dyde: 5 
Q. Before you leave that, I notice the No. 2 footnote under bale openings 4 
the foot of the page shows that the bales are of 500 pounds gross weight. ‘ 
Then, would you go on, Mr. Rashley?—A. Yes. The next column is simph 

the pounds. The first column shows the number of bales opened and the secon 
column is the pounds. The chief interest in the bale openings figure is that 
tells you the activity. Si 
I think the cotton yarn production figures are quite clear as they stant 

I do not see what comment I could make on them. ae 
Q. This is the cotton yarn production in Canada?—A. That is right. | 

Q. And they are expressed in thousands of pounds?—A. Yes. Then, w 
come to cotton fabric production, that is the next column. This covers all broa 
woven cotton fabrics. It does not include the narrow fabrics. It does not inclué 
what could be called cotton goods; that is, anything which is manufactured to | 
complete state such as a blanket. It covers the manufacture of fabric which ye 
would normally think of as such. The information is secured from the firm 
themselves and some minor adjustments have been made which bring the figurt 
in line with what the industry, itself, uses. I do not think there would ever I 
any argument over those particular figures. | 
Q. The next column is gross value of production. Perhaps you cou) 
explain how the value is arrived at, valued where and at what point?—A. Wel 
the gross value of production is the value at the factory. . However, whe 
considering these columns, we have to bear in mind that this is not the oro 
value of the production of broad woven cotton fabrics. Your previous colur 
gave you the production of fabric, but when we come to the gross value we a 
dealing with the gross value of all products produced by these weavers; that i 
the gross value of the cotton yarn and cloth industry. It is the sum value || 
the factory. tf 
I might add to that that all firms do not always understand selling value | 

the factory to mean the same thing, but they will understand their own im 
pretation from year to year. So, it might not be quite accurate to say tha 
1939 there was exactly $53,055,000 gross value. It might be slightly m 
less if all firms were reporting on the same basis. Nevertheless, the met 
reporting remains the same and, therefore, the change from year to year 
accurate. ‘e 
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By the Vice-Chairman: 


_ _Q. These firms, I suppose, report their gross value and that might be made 
up by listing a number of things which were sold at- what might be called whole- 
sale prices and another amount which is sold at some different price. They have 
different prices. However, they would simply all be added up and report the 
total amount of money they got?—A. That is roughly what it amounts to, but 
that does not change the value of the figures from year to year. 

_ Q. Not for comparative purposes, no?—A. The next column simply gives the 
gross value of production in all cotton textile industries. 

_ __Until that point, we had been dealing with the cotton yarn and cloth 
industry. However, there are certain related operations which do not, of course, 
include the secondary textiles which are manufactured cloth and so on. There 
are certain primary operations which do not belong in the cotton yarn and cloth 
industry and those are reported and included in this gross value given under 
the heading of cotton textile industries. 


$ By Mr. Dyde: 

~ Q. Would you give us an example, Mr. Rashley, of some of the things that 
are included in this column which are not included in the previous?—A. One of 
the industries there, to make it very simple, is cotton thread. 

_ _Q. But you are not in the secondary field at all in the all cotton textiles 
industries column?—A. That would be rather hard to define. You are pretty 
well out of the spinners and weavers, but you are not up into what is normally 
called the secondary. 

~ Q. Would you go on to the next series of columns?—A. The index of physical 
volume of production; these indexes were prepared every year by taking into 
aecount a number of factors which will indicate the volume. I do not think the 
technique of that index could be explained. It consists of a small volume in 
itself. It is simply an attempt to value the employment, materials used and any 
lavailable factors and convert those into a volume figure as differing from a 
value figure. 


By Mr. Pinard: 

 Q. You could not give a figure for 1946 in that table?—A. We could not give 
one for 1946, no. 

| Q. It has decreased since 1942. Do you think there was a decrease in 
1946, too?—A. I imagine, yes, there would be a slight decrease. It has been 
‘ollowing the decrease in gross value fairly closely. 

If you go down the column headed, “gross value of production, cotton yarn 
and cloth,” you will notice the change in values and you will find the index 
thanges do not differ too widely from that. For example, in 1944, you have 
116,000,000 value and 126-40 was the index. The next year shows a drop of 
‘upproximately $6,000,000 and the index dropped. In 1946, you have a drop 
yf a little less than $15,000,000, so I think you would be quite safe in saying there 
vould be some drop in the volume. : 

oe By Mr. Dyde: . 

| Q. Then, would you move to the next part of your table which is headed, 
‘Tnventory index, cotton yarn and cloth industry.” Will you please tell us 
-vhat that consists of and what is the meaning of that table?—A. That is a set 
of figures which it is very hard to value at present. We have a number of 
jtudies which are devoted chiefly to the national income figures; that is, we 
vant to know what income is available from all sources. We also want to know 
vhat are the charges against that income. One of those charges is inventory. 


ee 
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Therefore, in the fall of 1946, we commenced this index and it has. no roots 1 
the past. We do not know how it relates to past years and we do not know 
what it represents in terms of volume. It is a dollar value report and contain 
all price changes. What this index really means. is that there is an increasec 
dollar value charged against national income represented by imventory- - 


By Mr. Thatcher: 

.Q. When prices have gone up, it would not necessarily mean that inventories 
have gone up?—A. Not volume, no. The charge against national income is 
greater and that is the meaning of this index. Perhaps it should not have been 
put in this table. Ee 
Q. You would not have the same figures in poundage or something of that 
kind?—A. No, I do not know if you want an opinion on the meaning of it? 
Q. Yes—A. I do not believe it shows any abnormal condition; at the same 
‘time taking into account general conditions of inventory it is not abnormal. | 
Q. When you look at the first column under the heading “volume of ship- 
ments” I do not think I understand what you mean by volume of shipments 
exactly.’ What does that mean?—A. That is the phraseology of statistics. The: 
exact meaning is not easily understood. This is textiles, as you know. @ 
Q. You try it and see if we can’t understand you. 
The Vice-Cuairman: So far there is no argument. 
‘The Wirness: No, but perhaps we are only scratching the surface so far, 
you know. Well, we take each important firm in this industry. It happens to be 
91 per cent of the firms that report to us each month the various inventory 
figures in dollar values, and who report their shipments; by which we mean 
goods leaving their plants. Now, contained in this 91 per cent will be plants 
which do not manufacture any products for the consumer, but nevertheless they 
have their shipments; and these are the reductions of inventories shown by su ho 
plants. If we were to eliminate their shipments you would have no explanation 
as to where these plants’ inventories are diverted; so the reason that we 
convert these to an index is so that the total dollar value would be before you; 
but when we convert it to an index it immediately becomes usable and it repre- 
sents the dollar value increase in shipments; that is, the movement of goods. 


By the Vice-Chairman: 
Q. We have a certain amount of goods say at the commencement of the 
year; we manufacture a certain amount during the year; and, at the end of 
year all of it has either been shipped or you still have it on hand?—A. Tha 
right. 2: 
Q. And this is the part that is not inventoried, what has been shipped is 
inventoried out?—A. That is right; but I was just pointing out that contained 
in these shipments are interplant shipments and consequently some error— 
A. No, not an error, but if you were using dollar value it would be very 
inflationary, you would get the idea that the actual movement of goods wi 
much higher than it really is; but when you spread it under an index the in 
is accurate. 
Q. You mean accurate for purposes of comparison year b ear? 
—A. Month by month. er ‘ ° a 
~ Q. Or period by period?—A. That is right. 
Q. You are stressing the word “accuracy” in that remark, but for purp 
of comparison that is the concept you wanted us to get from your W 
“accuracy”, isn’t it?—A. Yes. I was just trying to avoid questions as to 
dollar value because it would have no meaning. ¥ 
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The Vice-CuairMan: I think you have succeeded in showing us what you 
meant. ; 


ty _ Mr. Tuatcusr: It is one o’clock, Mr. Chairman. 
‘The Vicn-Cuairman: Thank you, Mr. Rashley. 


Gentlemen, we go now into the industry. Mr. Fleming has said it was his 
understanding that we would be taking that up next week. He had the idea 
that that was the understanding yesterday. I do not personally have any 
definite recollection of that. I had thought we would go on this afternoon 
with the first witness from the industry. I think you have a contrary view to 


that, Mr. Fleming. What is your opinion on it? 


a Mr. Fiemine: I thought we had already decided the other day that we 
_ would start on Tuesday with witnesses from the industry and that we were going 
_ to take the balance of this week to clear up these other witnesses. We have 
_ made a little better time than we expected. 


tS The Vicr-CHarrMaNn: Yes, we have made better time than we had 
: 
| 


| expected to. 
| ae Mr. Dype: Certainly that was the impression I may have given. That is 
| what I had expected. 


Mr. THatcuer: Are there other witnesses here? 


| Mr. Dynes: Yes, although I am not certain that they are prepared to go on 
_ this afternoon. I think they were expecting to go on on Tuesday; and again, that 
. “may be my fault; although I think there is a witness who might be prepared 
mf on this afternoon but I have not had a chance to discuss that with him 
fully. 


E Mr. THatcuer: Well, there are not many meetings left. I think we should 
get on. 


i - Mr. Winters: The committee is prepared. Let’s have them this afternoon. 


| Mr. Fiemine: Could we leave it this way; could Mr. Dyde communicate — 
4) the witness to see if he is ready to go on this afternoon. If he is ready 
We could go on with him this afternoon and if not probably you could inform 
members of the committee. 

__ The Vice-CHArRMAN: Well then, let us leave it this way, that if Mr. Dyde 
finds the witness is ready to proceed we will resume at 4 o’clock; if, on the other 
hand, he finds to the contrary I will see that everybody gets word. Is that 
agreeable? 


_ Some Hon. Memprrs: Agreed. 


|= 
< 


Ae 


gs The committee adjourned to meet again at 4 o’clock this day. r 


AFTERNOON SESSION 


June 3, 1948. 


_ The committee resumed at 4 o’clock p.m. The Vice-Chairman, Mr. R. 
Maybank, presided. 
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George Blair Gordon, President and Managing Director, Dominion 
Textile Company Limited and Drummondville Cotton Company Limited, 
and President of Montreal Cottons Limited, 4725 Kingston road, Montreal, | 
called and sworn: > 


By Mr. Dyde: 

Q. Mr. Gordon, would you give the committee your full name, please?» 
—A. George Blair Gordon. 

Q. And your address?—A. 4725 Kingston road, Montreal. 


Q. And your office in Dominion Textiles?—A. I am president and managing» 
3 


director. 
Q. And you hold office in both Montreal Cottons and Drummondville 


Cottons?——A. Yes. I hold the same offices exactly in the Drummondville company, 
and I am president of Montreal Cottons. 


Norman Edward Kendrick, Comptroller, Dominion Textile al 
Limited, called and sworn: 


By Mr. Dyde: 3 
Q. Your address?—A. 782 Upper Lansdowne avenue. 
Q. And your office?—A. Comptroller of Dominion Textile Company Limited. 
* 
£ 


P. Webster, 988 Moncrieff Road, Secretary and Executive Assistant, 
Dominion Textile Company Limited and Drummondville Cotton Company 
Limited, called and sworn: 3 


By Mr. Dyde: 
Q. And, your full name, Mr. Webster?—A. Lindsay P. Webster. 
Q. Your address?—A. 988 Moncrieff Road. : 
Q. And your oceupation?—A. I am secretary and executive assistant of 
Dominion Textile Company and Drummondville Cottons. i 
Mr. Dype: Thank you. Now, Mr. Gordon, certain returns have been made. 
by these three companies in answer to the questionnaire, and also you have pro 
duced for the purposes of the committee the annual reports of these three com=- 
panies I think? 3 
Mr. Gorpon: Yes. : 
Mr. Dypve: Now, Mr. Chairman, I would like to distribute a copy of the 
annual reports and it is necessary—not perhaps quite now, but.it is necessary for 
the committee to reach a conclussion with regard to the answers to the question= 
naire. I am in a position to give the members of the committee a copy, but I 
not know whether you wish to decide now as to whether these will be reprinted m 
full; but at any rate the copies are available. You will recall the other day 1 
felt that it was possible that for the purposes of the record we might get along 
with the report of the chartered accountants and it might be that you would wi 
to postpone a definite decision as to the printing of these documents that are 0 
being distributed until you have had an opportunity of deciding whether they 
may be used or useful. a 
The Vicr-CHairMAN: You are distributing them now? 
Mr. Dyve: I am distributing them now. 
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The Vice-Cuarrman: And they may be used in questioning? 

i Mr. Dyve: That is what I thought, they may be used in questioning, and pre- 
_ sumably if they are we will then have to decide if they will be printed either as 
an appendix or otherwise. 

3 The Vick-CHAIRMAN: Yes. 


Mr. Dype: They are pretty large documents and that is why I am suggesting 
_ that the members may not wish to make a decision at this minute. 
_ The Vice-CHarrMan: I should think that will be all right. Gentlemen, we 
_ will just take them and make such use as we wish of them and should we subse- 
quently decide it desirable to have them printed that could be done. Will you 
let us have them, please. 
All right, Mr. Dyde. 


. Mr. Dypr: Mr. Gordon, if I direct questions to you which you think might 
more readily be answered by either Mr. Webster or Mr. Kendrick it will be quite 
in order for any one of the three of you to answer. 


Mr. Gorpon: Yes. 


Mr. Dype: Mr. Gordon, I want to refer for a moment to some evidence that 
Was given this morning and I think you were present. 


Mr. Gorpon: Yes, I was in the room. 


. Mr. Dype: With respect to production. We have so far received information 
_ from various sources to the effect that the domestic production of cotton has fallen 
| off from its wartime high. Mr. Griffin this morning gave us a memorandum 
-attached to which there was a table, table 1, showing a high in domestic produc- 
tion of broad woven fabrics of some 369,000,000 yards in 1942, and that falls to 
a low of 265,000,000 in 1947. The figures for 1948, seem to indicate that the 
| downward trend is being carried into 1948. Also the evidence of Mr. Rashley 
would seem to confirm the downward trend in production. Then I would like to 
‘Yemind you that Mr. Griffin said that production had shipped off shortly at the 
end of the war, and that it now looks as if it is settling down slightly above the 
“pre-war level. I would like you to give the committee the information with 
Tegard to the three companies that are to be represented by you with reference to 
production. 


__ Mr. Gorpon: I can make a short statement which would apply to all three 
of the companies, I think; and then perhaps I would have to go into more 
detailed figures on each separate company. The first thing I would say is, of 
course, that the peak of production in the textile industry was reached I think 
“im 1942-43; probably about the summer of 1942 or perhaps the early winter 
of 1942. And then you will remember, of course, that more plants were coming 
into existence on all sides and we were rated unfortunately as a non-essential 
industry; it was not long after that before we began to feel the pinches of losing 
employees to other industries. Of course, there were various factors which 
| Played a part in that. There was a wage situation. There was the fact that 
there was the novelty of going from a textile mill into a new aircraft plant. 
And that was our peak. Then we ran to a peak actually in Dominion Textile 
Company Limited of about 85,000,000 pounds production in I think our fiscal 
year which ended March 31, 1942. The next year we slipped down to about 81 
—I am just giving these from memory; I haven’t got them right with me but 
‘It is approximately correct—I think the next year we were down to perhaps 
72 or 74, and the last year or two we have been around a level of 65. ° That 
compared with the pre-war level of about a peak I think in 1937, which 
happened to have 53 weeks in it, of 48,000,000 pounds. The average per year 
was probably around 40,000,000 pounds production in our company. I have 
%0 speak in pounds because you see we are producing yarn and cloth and are 
Selling yarn to knitters and braiders and a great number of trades, and that is 


* 


a ae ae 


3514 : SPECIAL COMMITTEE | 


why we have to show everything in pounds. Now, speaking in terms of cotton, 
that is expressed in terms of price per pound of cotton goods in the form of 
fabric; but, unfortunately, you cannot talk of yarn in terms of yards, because 


it would be miles of yarn and so on. So that will explain our method of expressing 


our production figures. Well, at our peak, that is when we had our highest run, 
that probably would be around 60 million, or a little higher. But to do that 
we have had to do several things. We have had to try to build up second 
shifts during the war years and we were able to get it under way to some extent. 
We ran a day shift and we ran a night shift, and we also had special permission: 
to keep the work going all night; not in large numbers, but there were some 
women in it at certain mills during the war who worked right through; that is, 
they worked perhaps from 6 o’clock at night until 6 o’clock in the morning with 
a one-hour break, of course, in the middle of the night. We were running 
a 48-hour week at regular rates of pay but we averaged probably about. 
52% on the day shift and probably close to 60 hours on the night shift with: 
overtime; and that gives a total of 112 to 115 hours a week—somewhere in tha 
neighbourhood. Well then, after the war we cut down to a 40-hour week with 
the idea of running a double-shift system. T here are some places, particularly 
down in the States, where they run three shifts because they are allowed eight 
hours straight. We cannot do that, because under the laws of the province 
of Quebec we can’t work straight through; we have to give them a half-hour. 
break in the shift, so we couldn’t run a straight system of three eight-hour shifts 
—you can’t get three eight-hours shifts in a 24-hour day if you are going to 
have a break in it, if you have to take out half an hour from each shift. So we 
ran two shifts, or tried to run two shifts. Women are allowed to work in both 
shifts, and the standard hours are 40—overtime after 40. That is the change we 
made. We hoped thereby to build up, our labour force and get this second 
shift in operation and thereby bring our production back again from what 1 
is at the present time, roughly 50 per cent of pre-war. That figure is borne. 
out by our bale openings. We open at the present time from 2,302 to 2,500 
or 2,600 bales of cotton per week as against a pre-war figure of from 1,700 to 
1,800 bales, and that confirms our corresponding increased production. To 
answer your question, our claim is that we are gradually getting our production 
back up. There is one point in connection with the figures given to the com- 
mittee this morning to which I would like to direct attention and that is with 
respect to yarns. Mr. Griffin was talking to you this morning about fabrics 
but. he did not cover the yarn field, and I would say we are turning out about 
20 million pounds of yarn a year, whereas we were only turning out probablag 
12 to 14 before the war. But yarn production is steadily increasing and tht 
is the chief factor in our increased production. You see, there is a terrific demand 
for yarn and we have to try to supply it as best we can. So that the result in 
our company anyway, speaking particularly of Dominion Textiles, is that our 
production has slipped from a war peak, due to, I would say, chiefly because 
we cannot get the labour with which to man this second 40-hour shift a 
up to capacity. We are running actually about. 60 man hours a week, which 
is equivalent to one 40-hour shift and 20 hours on the second shift. That does 
not mean that the staff are working 20 hours on a shift. That is where we are 
today. 3 
Mr. Dypr: Now, with reference to bale openings, I think your reference wai 
only applicable to Dominion Textiles, wasn’t it? 
Mr. Gorvon: Yes; of course, I stated those figures out of my head. 
Mr. Dype: Can you give us comparable figures for Montreal Cottons and 


Drummondville? 

Mr. Gorpon: I happen to know the Drummondville ones fairly accurately. 
Drummondville is the exception to the rule. Drummondville is if anyt ing 
getting greater production today than it had at any time during the war. That is 
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- purely because it has added yarns, which does not put any strain on the various 
price factors; and they could carry on their operations much further. In 
addition to that we have anywhere from about 70,000 to 100,000 of rayon yarns 
- going through every week, through both companies so they are both in full 
production. In Montreal Cottons they are opening from 600 to 700 bales of 
cotton a week; and if my memory serves me rightly that is at least as high as 
about any period.during the war. 


Mr. Dypr: And compared with pre-war; because you said in Dominion 
_ Textiles that you gave the figure for pre-war; could we get comparable figures? 


- Mr. Gorpon: Yes, at Drummondville our pre-war production was below any- 
_ thing we are touching at the present. We were running about 400 to 450 bales 
_ of cotton a week at Drummondville before the war. 


Mr. Dype: Can you give the same information with respect to Montreal 
Cottons? 


t Mr. Gorvon: Yes, I can. I cannot be too exact but I know the bale open- 
ings for Montreal Cottons at the present time are running from 500 to 600 
bales a week, fluctuating in accordance with the number of bales laid down 
in a particular week. During the war I would say the peak we were up to, 
_ when we were running a great deal of number 1 drill for the government, was 
_ 750 to 800 bales. I would not be sure of the pre-war figures, but we were some- 
_ what below the present figure, around 350 or 400 bales a week. 


* Mr. Dypr: Now we have also figures given to us by Mr. Rashley as to the 
_ bale openings and he told us that was a fairly good guide because the figures 
on bale openings for Canada—have you got your copy? 


Mr. Gorvon: I have most of the information and I will look. 


Mr. Dypr: Perhaps you can look at my copy and then find your own. In 
Mr. Rashley’s total we see the total bale openings are 496,000 in 1942 which 
seems to be the peak year. 

"Mr. Gorvon: Yes. 


-_Mr. Dynes: In 1947: We are down to 363,262. Now taking the industry as 
a whole there seems to be a definite decrease but what you have now told me is 
that you are holding your own, not as against the peak of 1942, but certainly 
you are well up from the pre-war position. 


Mr. Gorvon: That is exactly the case with us, yes. 
Mr. Dype: Would any of that be accounted for by the expansion of plants 


or the acquisition of additional plants in view of the fact that you have given us 
figures for pre-war openings? 

____Mr. Gorpon: No, the only additional spindles we installed were 13,000 in 
1941. We have made some changes and switched things around, replacing old 
Spindles to a limited extent, but there is no real increase in the company’s 
apacity as a whole. In fact there has been a slight reduction of the capacity. 
‘There has been certain loomage replacement, the installation of slightly bigger 
looms which take more space than the older units, but the modern machinery 
and equipment runs a little faster. 
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Mr. Tuarcuer: Mr. Dyde, I wonder if Mr. Gordon would clarify that. Do 
Tunderstand you to say that your capacity is limited by the shortage of labour? 


. Mr. Gorpon: That is what I said a while ago. 
Fr Mr. Tuarcuer: It is not limited by plant capacity? 


ae Mr. Gorpon: No, we have enough plant capacity and you can see what we 
did during the war. Bi 

‘= Mr. Tuatcuer: But you cannot get the labour? 
( 

. 


| 
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Mr. Gorpon: We cannot build up our second shifts. We cannot get people 4 
to work on the second shifts. As you quite well realize people today are none © 
too prone to work unless they have to, and these second shifts are very difficult — 
to build up to strength. % ; 
“Mr. Tuarcuer: Is it skilled labour? | “a7 
Mr. Gorvon: It is unskilled when they are taken in but we train them. You — 
can classify some as skilled and some as semi-skilled. ; 
Mr. Tuarcuer: Would you say there is a market for labour in your ~ 
particular industry? If the people wanted jobs they could go down there and ~ 
get. them? 4 
Mr. Gorpon: Yes. 
Mr. Dyve: I would like to be as exact as I could on the question of plant 
capacity. Are you saynig that as far as the plants of Dominion Textiles, 
Montreal Cottons and Drummondville Cotton are concerned, you have plant — 
capacity for production equal to the peak production of 1942? % 
Mr, Gorpon: Yes, and I would say that at Drummondville we are using it — 
now. We have pretty full shifts at Drummondville. That is the one mill where — 
we have built up the shifts. The same thing would apply in other mills, for — 
instance Magog and Montmorency are better, but in Montreal we have a very 
difficult time in getting second shifts. We have the equipment there waiting 
to be run. -s 
Mr. Dypn: The difficulty in getting second shifts is a difficulty in getting — 
man and woman power. 
Mr. Gorpon: Yes, difficulty in getting both sexes. 
The Vice-CuairMAN: Probably I should interject there. How does your q 
wage level compare with other industries into which this man and woman power 
might go? g 
Mr. Gorpon: Well, sir, I think we are matching up, skill for skill. Our — 
wages in that respect are up to the market level. In our mill, for instance, we 
have the job of loom fixer—a job for a man who keeps the weaving machinery — 
in proper condition—which job would correspond roughly to that of a garage — 
mechanic. He is not a highly skilled man but he is able to use tools and to © 
adjust things. He knows his trade up to a point. That man today is getting — 
about 95 cents an hour. 5 
The Vice-CHatRMAN: In your work? : 
Mr. Gorvon: In our work, yes. The girls in our plants— “a 
The Vicn-CHatrMAN: How does that wage compare with wages for other — 
types of work requiring skill of about the same degree? j 
Mr. Gorvon: Of course I cannot speak with great knowledge as to what — 
is being paid throughout the country but I would think on the average a man — 
who fixes your car, when you take it in, is not an expert. He is simply a man — 
who can make an adjustment and he is probably getting between 90 cents and $1 — 
an hour. “# 
Mr. THATCHER: Would you enlarge on that? A 
The Vice-CHAIRMAN: What about the average now in your business? Where 
would you place that man and woman respectively? 4 
Mr. Gorpon: The average over-all in the millhands, both sexes, is running ~ 
just about 75 cents an hour at the present time. * 
Mr. TuHatcuer: That is for both men and women? 4 
Mr. Gorpon: Yes. 
The Vick-CHAIRMAN: The usual number of hours is 40? 
Mr. Gorvon: Yes, if they do not work on Saturday morning. 
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The Vice-CHarrMANn: If they work on Saturday morning then it is 44 hours? 


Mr. Gorpon: Actually they only work 5 hours on Saturday but they are 
paid for 74 hours. 


The Vice-CuatrMan: If they work on Saturday it is a time and a half 
proposition? 

Mr. Gorpon: That is right. 

The Vicr-Cuamrman: Do they usually get an over-all wage of 474 hours 
or of 40 hours? 


Mr. Gorpon: We have not had much luck running on Saturday morning. 
The staff seems to have made enough money in the week and while we do open 
Poe we do not get anything like full shifts for either the first or the second 
shift. 

The Vice-CHAmRMAN: What percentage of absenteeism do you encounter? 

Mr. Gorpon: I would say as high as 50 per cent. 

The VicrE-CuatrMaNn: As high as that? 

Mr. Gorpon: Yes. 

The Vicr-CHAIRMAN: You say that the wage is an average of 75 cents an 
hour. What about the low figure that is in there that results in the average? 

Mr. Gorpon: I happened to mention the loom fixer who is in the 90 cent 


: range. He is getting towards the top of the cotton mill range. We have much 
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higher paid help, artisans who are in the machine shop. 


The Vicr-CHairman: Are they taken into account in arriving at the 75 cent 
average? 


Mr. Gorpon: Yes, but the numbers in that range are very limited. 

The Vick-CHAmRMAN: But they are taken into account? 

Mr. Gorpon: Yes. 

The Vicz-CHarrMan: There are not many? 

Mr. Gorpon: No, I do not think in the total that it would make 1 cent 


_ difference actually. 


The Vicr-CHarrMan: What would you say as to the low man and the low 


woman in that 75 cent average? 


pte 


Mr. Gorvon: The low wage today I think is 55 cents? 

Mr. Tuatcuer: That is for girls? 

Mr. Gorpon: It would be for either sex if they are doing a job. 

Mr. TuHatcuer: That is the lowest wage? 

Mr. Gorpon: Yes, but they can be brought in—of course these things are 
all covered by the union agreements. I think we have an agreement with two 
unions and there is a provision that so-called learners can be brought in at 
40 or 45 cents an hour but they have to be stepped up until they are getting 


_ the minimum of 55 cents an hour, from which level they go on and progress 


to other jobs and wage rates in the mill. 
The Vice-CuHairMan: You remarked that there was not a large number 


~ of the higher wages but those higher wages do have something to do with fixing 


of the 75 cents average. Is there a large number at the low figure which fixes 
the average? 

Mr. Gorpon: No, there is a sprinkling at each end and then they range from 
625 to 85 cents, which includes weavers, and those figures would apply to 
the bulk of the employees. Perhaps it would be from 60 to 90 cents. 
| Mr. THAtcHER: Just to clarify my mind, did you say, Mr. Gordon, that 
when they begin they receive 40 to 45 cents but after they have a little experi- 
ence the minimum is 55 cents? . 
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Mr. Gorvon: If you get an untrained hand who is going to progress to some 
skilled type of work that is so. Of course we could bring in a trucker and he — 
would have to be paid at the full rate right way because he could learn to do 
trucking in an hour. = 

Mr. Tuarcuer: The 40 cents an hour would be the starting wage for 
unskilled labour? 

Mr. Gorvon: No, the unskilled labour figure is 55 cents but if you are 
bringing a girl, we will say of eighteen years of age who wants to be a spinner— — 
that is her ambition—she would know nothing about it when she comes in and — 
she must be taught. We have to take her in that way and she is then tied toa — 
trained hand for this twelve-week or sixteen-week learning period, That is when 
she draws those wages. She produces nothing as far as we are concerned. . 

The Vice-CHAIRMAN: When you talk of the wages of 40 and 50 cents you 
are talking about people who might be called apprentices? ; 

Mr. Gorpon: Yes, under the old system. 

The Vice-CHAaiRMAN: The apprenticeship would be twelve weeks? 

Mr. Gorpon: It depends on the job, but from 12 to 16 weeks. 

The VicE-CHAIRMAN: That is a fair figure. : 

Mr. Gorpon: Yes, and wages are stepped up each four weeks as they — 
begin to have some skill and be of some use. They must be tied to an ~ 
experienced hand or put in a little school to learn the job. 

Mr. TuHarcupr: Have those rates gone up in the last year, in proportion to 
the cost of living? 

Mr. Gorpon: Are you speaking of wages as a whole? 

‘Mr. Tuarcuer: Yes, your whole wage structure? Has it gone higher? 

Mr. Gorpon: Yes, oh yes, it has gone up. Each renewal of our contract 
has been at higher wages. 

Mr. Tuarcuer: A little higher? 

Mr. Gorpon: Yes. 

The Vice-CHAIRMAN: Would that be reflected in your wage unit costs? Is _ 
there anything in your production figures regarding unit costs and the wage — 
going into unit costs which is determinable? : 

Mr. Gorpon: Yes. 

The Vice-CHairMaN: Is that shown? 

Mr. Gorvon: Yes, it shows in the unit costs on Mr. Knight’s schedule B7. — 

Mr. Tuarcuer: Do you know how those wages compare, Mr. Gordon, — 
with wages in similar plants in other provinces, or are there other provinces | 
involved? Are all the plants in Quebec, or are the main ones in Quebec? 2 

Mr. Gorpon: No. =: 

Mr. Tuatcuer: How does your wage scale compare to that say of Ontario? — 

Mr. Gorpon: The official-figures which we see are always a bit behind. = 

Mr. TuatcHer: Your wages are behind? . 

Mr. Gorvon: No, the figures we see which come out of Ottawa and the 
Department of Labour are always the best part of a year late or even two years 3 
late as to timing. They show, over a considerable period of years and at least — 
up to the end of 1946, that our wages in the province of Quebec, job for job, 
compared with the Ontario mills are slightly higher, and slightly higher also — 
than wages in the maritimes. ae 

Mr. THarcuer: My impression was always that Quebec had lower wages? 

Mr. Gorpvon: Some people have cultivated that impression, Mr. Thatcher. 


Mr. THATCHER: Yes. 
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_ The Vicn-Cuamrman: You made a remark about absenteeism on Saturday 
mornings, particularly, and you said you experienced about 50 per cent absentee- 
ism, although you do keep the mill open? . 
Mr. Gorpvon: I should have limited that to the Montreal mills. 
The Vicr-CuamMan: I understood -that you meant the Montreal mills 


because you had already said your experience in the other two places was not 
too bad. 
“ 


§ 
u 


Mr. Gorpon: That is right. 


; _ The Vicr-CHairman: What would you say is the absenteeism with respect 
to the other five days of the week? 

; Mr. Gorpon: I do not think our experience is particularly bad but with a 
big labour force and a lot of girls there are always reasons why they are out. 


The Vice-CuHatrrMan: When you say it is not bad that has no meaning to 
‘Me whereas 50 per cent has a meaning. 


Mr. Gorvon: I am not an expert on this absenteeism ratio. I know that 
Brey talk in certain terms with respect to absenteeism but I would not like to 
a ote a weekly figure. I do not know what it would be in technical terms. 

* The Vice-Cuairman: You do not know the percentage of loss which you 
1ave in that respect as a rule? vA 
Mr. Gorpon: No, what happens is that if the weaver stays out on a certain 

y and if we do not know—or even if we do know that she is going to stay out— 

e have an awful time replacing her. 

Th Vice-Cuairman: On that particular day of absence? 

Mr. Gorpon: Yes. . 

z The Vicn-CHatrman: And that absence affects other people immediately, 

‘or indirectly? 

b 4 Mr. Gorpon: If it were prolonged it would. It might not affect them for 

one day because we can keep the allied processes going but if the absenteeism 

is for a week it would have an effect. A weaver may be running a block of 
looms and be without yarn. 


__ The Vice-Cuatrman: Do you have the experience of requiring to let some- 
one else off because another person has not, as they say “shown”? 


\ Mr. Gorpon: Yes, that happens. 
Mr. Tuatcurr: I do not want you to think I am being presumptuous nor 


ie 


a I am asking the question facetiously, but is it not possible that you could 
stop that Saturday morning absenteeism by paying slightly higher wages? 

be Mr. Gorpon: Well, you see we are paying time and a half and there is a 
‘Amit to the premium that you can put on such work. They will not come in 


or an extra 50 per cent, which means that a 70 cent job is bringing in $1.05 on 
saturday morning. 


| Mr. Tuatcuer: Do you find where your plants are that there are many 
abourers leaving and going to the United States, or are you running into much 
Touble that way? 

~ Mr. Gorvon: We do not know that many of our people are going to the 
tates. However, with respect to the Magog mill where we have a print works, 
nd where we have highly skilled printers, the United States print mills will try 
nd steal away one or two of our good printers. 

_ Mr. Tuartcuer: They offer them wages which are say double? 


__ Mr. Gorpon: Our printers are getting $1.50 an hour already, but the United 
es mills will offer $2 an hour just to get them. 


~ 
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Mr. Dype: You spoke a few moments ago about being classed as a non- — 
essential industry. There are one or two small points in that connection which 
I wish-to clear up and I refer to Mr. Griffin’s memorandum this morning. Mr. — 
Griffin told us one of the reasons for that increased production during the war 
was the long military runs. Now did you produce a great deal of material for 
war purposes? 

Mr. Gorpon: Yes, we did. We had very big contracts running into 
millions of yards of certain fabrics for war purposes—drills for shirts, uniforms 
for the army, and cotton fabrics. 

Mr. Dype: And if you were a non-essential industry, you would not have any 
claim on the labour market. In other words, you would have no right to withhold 
anyone from military service. Therefore, your type of labour would not be of 
the higher class, perhaps, during the war? 

Mr. Gorpon: Well, to get the thing in the right perspective, we started right 
in at the beginning of the war. We were ready. We had the equipment. There © 
was no trouble for us in making war goods. We did not have to reconvert our | 
plant. It was just a matter of making the right things and not very different from _ 
some of our peace-time goods. By 1942 and 1943, we had completed most of our 
big war orders. Actually, they did not need our stuff as badly afterwards and 
that, I presumé, was one of the reasons they put us in the non-essential class. 
From the straight war angle, they were not so desperate for our goods. : 

Mr. Dype: I am thinking also of the efficiency of your labour force, too, and 
I am rather suggesting to you that it should now be easier to obtain efficient help- 
than it was during war-time, if you were a non-essential industry at that time. 
You should now find a greater number of efficient employees available than there. 
were during the peak production years during the war. I am suggesting that to 
you, is that correct? 9 

Mr. Gorvon: Yes, I think that is a fair assumption. Of course, the 40-hour 
week today still puts a cut in the production, in the total possible output, even 
with the better type of labour. = 

(At this point Mr. Beaudry assumed the chair). 3 

Mr. Dype: Then, we come down to the fact we have the plant capacity 
capable of turning out as much as you turned out during the peak years and it 
comes down to labour conditions at the present time. Therefore, if we are to look 
for-any reason for lack of production, it is there, is it, in your opinion? e 

Mr. Gorvon: Yes, I think I could answer it best this way, Mr. Dyde. Our 
operating men figure if we could get the help we need to run the mills on a second 
shift, our present day production could be increased by 20 per cent, which would 
put us back to over 70,000,000 pounds a year. That would still be short of war 
production, as you can see, although the difference between that figure and the 
war peak is probably represented iby the difference in the runs and the type of 
goods we were making then because we did get heavy poundage on war goods. 

Mr. Dype: Would you be able to give us any light on the question as to 
whether your company or any one of these three companies, whether it is more 
difficult to obtain weavers than spinners or the other way about, or is the difficulty 
about equal? ; ae 

Mr. Gorpon: Well, in the case of spinners, they are all females, so you are 
limited to that sex. In the case of weavers, you have males and females. It is 
just a tradition, habit or custom of the industry. Om the other hand, it takes 
much more training to make a weaver than a spinner. IT do not know how to 
answer your question really completely except to say probably it is a little more 
difficult to get weavers than spinners. oo 

The Actinc CuarrMAn: Do you employ them in roughly the same propo 
tions or vastly different proportions? 4 
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I would say 
It depends on the technical aspects. But, 


bout equal; that is spinners and weavers. 


am going to turn away from the matter of 

rt of the discussion. I think you have been 

present throughout Mr. Knight’s evidence. I think, also, you have had an oppor- 

tunity of seeing his report “B” and I should like to give you, if you care to have 
it, the opportunity of making such remarks as you wi 


ish with regard to any state- 
-Ments which have been made concerning your three companies. 
a 


_ Mr. Gornon: I appreciate that opportunity, Mr. Dyde. 
‘remarks prepared, but as we went along I made cert 
Bust go through them. 


. 
< 


Mr. Dype: Now, Mr. Gordon, I 
production and introduce the next pa 


I have not any set 
ain notes and perhaps I will 


Mr. Dypz: That will be quite satisfactory. 

_ Mr. Gorvon: One thing that struck me was that, perhaps, there was some 

misunderstanding left with the committee as to what happened on September 15, 
947, at the time of decontrol. 


Perhaps I should go back to the beginning. You will remem 
certain significant dates mentioned by Mr. Griffin, I 
dates show up in Mr. Knight’s report when price ch 
ceiling control. Those dates were March 1, 1946, w 
ment was made since 1941; February 1, 1947, when 
adjustment was made; June 2, 1947, 
took place. 

Those first three adjustments, the March 1, 1946; February 1, 1947 and June 
2, 1947, were all mandatory price increases. They happened over night. The 
trade was not supposed to have any warning that prices were going to go up. 
That, of course, was to prevent hoarding and such practices as that; that is hold- 
ing back shipments until after the prices went up. 
Our price on January 31, let us say, on a certain fabric made was 22 cents 
ayard. Anything that was not shipped on that day went up to the new price. All 
the orders changed over night. That was on March 1, 1946 and the same thing 
00k place on February 1, 1947, and on June 2, 1947. On September 15, 1947, 
vhen decontrol took place, the textile industry undertook voluntarily, I think you 
May say, or by arrangement anyway with the Wartime Prices and Trade Board 
o maintain in effect these control prices, the prices that came actually into effect 
jn June 2, right through on all orders on their books. So, what really happened 


ber there were 
think this morning. These 
anges were made under the 
hen the first upward adjust- 
a further very sharp upward 
and September 15, 1947, when decontrol 


ifter September 15 was that nothing happened at all, for a while. Then gradually 
he orders began to run out and these orders were re-booked at non-ceiling prices. 
_ Mr. Tuarcuer: Your three companies did that? 4 
Mr. Gorpon: The industry did it. I am speaking for the three companies, - 
ut I know the industry did it. 

i _ Mr. Tuatcuer: That was entirely different from what some companies did. 
_ Mr. Gorpon: I do not know about that. It was not different for the prim- 
'y companies. They followed that out. Of course, to complete the story, those 
| ee which were under subsidy at that time continued to get the subsidy 
t the cotton required to complete those price ceiling orders. 

_ Mr. Tuarcuer: Would that have taken a month or so? 


__ Mr. Gorvon: Some orders might have taken two or three months to run 
t, depending on where they happened to fit into the production schedule. 
‘terefore, you had a staggered situation, where you were all over the place. We 
ve one or two orders today—perhaps fifteen or twenty orders today—tag 
ds of price ceiling orders that have never been shipped yet. 


Mr. Tuarcuer: You are filling all those orders at the old prices? 
—-14336—4 
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We filled them all at the old prices as we went along, right i 
through the second half of September and October. We did not bring out new ~ 
prices, actually, until the end of October because we did not need them. We had ~ 
plenty of business at the old control prices. I thought that was a point that was B 
not clear, Mr. Dyde. 

Mr. Tuarcuer: No, very definitely. 

Mr. Gorpvon: I thought somebody had made a deduction there. was some 
holding back of inventory around September 15. However, there was no 
point in doing that. 

Mr. THatcusr: It wou 
what you did— y 

Mr. Gorpon: We can go and get those figures in greater detail. In fact, 
Mr. Knight has the figures. Those are average figures. On our books, our 
inventory figures show on March and February, 1947 that our inventory was at 
a low point. The reason was we shipped goods as hard as we could in order 
_ to curry favour with our customers. 5 

Mr. Tuarcuer: Your inventory in 1947 jumped about 221 per cent between 
the first of the year and the time controls went off. According to these figures 
it was 1,413 in thousands of pounds, that is, at the first of the year and 
3,151 ,000— ; 

The ActING CHAIRMAN: To what table are you referring? ‘s 

Mr. Tuarcurr: To schedule B-6 in Mr. Knight’s report. : 

Mr. Gorvon: Yes, I will just turn to that. I know the schedule you mean, 
‘Mr. Thatcher. I have the figures making that up. If you just tell me the ones 


in which you are interested. 
Mr. Tuarcuer: On the surface, when you first look at it, you might wonder 
why Dominion Textiles built up their ‘nventories as the year proceeded. How- 
ever, you are stating now, are you, that your company definitely did not have 
a policy of building up the inventory waiting for ceilings to come off? a | 
Mr. Gorvon: No, I would say, first of all, it would have been a terribly 
long wait because they did not actually come off on September 15. 


Mr. Tuarcurr: They came off, but you did not take advantage of that fact! 
| 


Mr. Gorpon: We had undertaken not to. | 
Mr. Tuarcuer: You had undertaken to the government not to? ; 4 
Mr. Gorpon: Yes, and so had everybody else. Before decontrol we gavé 
them that undertaking. | 
Mr. Tuarcuer: You would not take advantage of it on any goods— ‘a 
Mr. Gorvon: —that had already been ordered. =| 
Mr. Tuatcuer: Then, your company, Mr. Gordon, you would not say hat 

any material amount in inventory appreciation when controls came off? =| 
_ Mr. Gorpon: No, we did not because IT suppose—you can see what Ww 
shipped—those figures are quite small in relation to our shipments. We shippe 
probably a million or a million and a quarter pounds a week. There is onl 
about three weeks shipments there at the peak period. =| 
Mr. Tuatcupr: That is satisfactory, then. i 
Mr. GORDON : Actually, you can see, compared to pre-war they are yer 
small inventories and that is because of the high demand. a 


Mr. Gorpon: 


ld look like that from schedule B-6, but if that is_ 


Mr. ZAPLiTNyY: I wanted to ask a question in connection with a term use 
by Mr. Gordon in connection with the first two price increases. He us tl 
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term “mandatory price increases”. That would mean, of course, permission 
from the prices board to raise prices rather than an order from the prices board 
to do so. 
| Mr. Gorpon: Well, it was a little more than permissive in this sense, sir; 
when they made those price changes you will remember from the explanation you 
had from Mr. Glass this morning, the price of raw cotton to us was changed at 
_the same time. It went up a corresponding amount. So, if a company did not 

change its prices and continued to ship at the old prices, it was going to be 
charged for cotton going into those goods under the new subsidy plan at the 
higher prices. One jump was 9 cents a pound in the price of raw cotton and the 
scale of margins was such you could not afford to keep the old prices in effect. 

It was mandatory because your subsidy just disappeared if you did not. 
fii Mr. Zapuirny: That is to say from the practical point of view it was 
_ mandatory but, in a legal sense it was permissive so far as the board was 
- concerned. 
< Mr. Gorpon: Well, actually, if you want to get into the technical end of 

it, the order was mandatory, but you could cancel those orders the next day 

if you wanted to and replace them at the old price. The order, itself, was 
mandatory. 
_ Mr. Zapuirny: In other words, the prices board ordered the industry to 

_Taise prices up to a certain ceiling. . 

Mr. Gorpon: That is right, sir. 
& Mr. Tuatcuer: Which was different from what they did with meat, butter 

and things of that kind. 

Mr. Gorpon: I do not know about that. 

_ Mr. Dypr: Now, have we covered that particular point? Do you wish to 

go on to another point, Mr. Gordon? 

___ Mr. Gorpvon: I do not want to go all over the place. There were a couple of 
other things, perhaps. 

Oh, yes, there was quite a lot of discussion, I think the first day, on the 
volume of sales in the seven months ending March 31, 1947, as compared to the 
last seven months ending March 31, 1948. There was some question as to what. 
part unit values and what part volume had played in creating the increase in 
_the last seven months. We have checked up and we find in the second seven 
‘months’ period we shipped $10,000,000 more in value of goods than we did in 
the first seven months. To account for the $10,000,000 we looked into our 
‘figures on shipments, prices and so on. We came across this fact. You will - 
‘remember there were price incréases, very substantial price increases on February 
1, 1947. Those increases took effect, of course, the same day, almost over night. 
Tn the first seven months’ period there were two months there, February and 
‘March, where goods were shipped at the higher prices, the mandatory higher 
‘prices. Then, when you come to the second seven months’ period even if there 
had been no other price increases, no other changes at all and there were other 
| 


changes; there was the June change and the final decontrol but, even if there had 
been no other change, you would have had seven months in that period at that 
increase which took place in February, 1947, and that, in itself, will account 
for quite a bit of that $10,000,000. In our case, we figure it accounts for around 


: 


_— of the ten. That is the mandatory price increase on February 1, 


Then, of course, on top of that there was the June 2 increase which was 
® much smaller one. I have not really had time to work that out but that 
accounts for some more of the $10,000,000. Then, there was decontrol which 
puent, I suppose, have been said to become effective around the Ist of January 


pagthis year, on the average. We continued to ship some goods at the old prices 
14336—4} 
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and some at the new. However, that would have an effect on the last. three 
months of the period. So, you can break down that $10,000,000 increase in our 


case into about three sections. 
There was one other factor, in our case, and that is that we brought more 


goods in from the United States in the grey form and finished them and sold 
them in the second period than we did in the first. That is our explanation of 
the difference in that particular period, Mr. Chairman. = 
Were you going to address specific questions to me about the construction of — 
fabrics? . 7 
Mr. Dyvp: Well, I was. Would you like to deal with that next? Is that — 
what you wished to cover? 
Mr. Gorvon: I made a note of it. a 
Mr. Dype: A question has occurred as to whether these were uniform — 
specifications and uniform articles, when we compare these different prices that » 
are shown on schedule B7 in Mr. Knight’s report. In other words, are you — 
talking about the same thing under the heading ‘Dominion Textile Company, — 
Limited, unbleached bed sheeting on June 1, 1942; September 15, 1947 and — 
April 1, 1948’? 4 
Mr. Gorvon: Yes. You have seen the samples. You have had the detailed — 
specifications which may not mean very much to you, not being acquainted — 
with the technical end of the cotton business. Those specifications are the 
standard specifications for that fabric. We follow those just as closely as we 
can in making the goods right through. = 
(At this point Mr. Maybank resumed the chair). rd 
Mr. Gorvon: The first one is that 73-inch bed sheeting, unbleached, 56 ends , 
in the warp and 50 in the weft. The machinery is set to make that that way, and — 
it really cannot make anything else unless we deliberately change it, 
and we do not. : 
Mr. Dype: So that it is proper for us to say on April 1, 1948, the same. 
article exactly is being sold as was being sold at January 1, 1942, under the | 
heading of unbleached bed sheeting? Poe 
Mr. Gorvon: Yes. Of course, anybody could tell you, and I might mention 
perhaps, that cotton varies from one year to another a bit on the average, so 
that one year the crop is a little whiter than another year, a little cleaner, | 
but that is something we have very little control over, and basically on these 
fabrics we make them exactly the same year in and year out. They are made 
to standards, and our customers would soon know if we did not. | 
The Vice-CHarrMAN: How far back in the process is that annual variation, | 
back as far as the crop? . 
Mr. Gorvon: Yes, it is in the crop. 4. 
The Vicn-CHarrMan: It goes back to the— 4 
Mr. Gorpvon: Raw cotton. | 
The Vice-CHarrmMan: Back to the raw cotton? : | 
Mr. Gorpon: In the field, yes. | 
Mr. Dype: Do the same remarks apply to the other commodities which | 
are listed there under the heading of Dominion Textile Company Limited mn 
schedule B-7? =| 
Mr. Gorpon: Yes. , 4 
Mr. Dvpe: I am referring to dyed drill, printed percale, while flannelette.. 
Mr. Gorpon: Yes. Of course, in those cases where you run into colo 
goods such as dyed drill or printed percale, you may introduce if you 
variations in dyestuffs and finishing compounds, and so on; but those 
standard goods made by us in the same way. You could vary them, but t 
are standard goods. 
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~, Mr. Dype: Would you go on to the Drummondville Cotton Company 
Limited? 
Mr. Gorvon: There, of course, cotton tire cord has to conform rigidly, 
to specifications and is tested every day. There are lots of it tested every day. 
_ It is an engineering job almost to build a tire cord. The same thing applies 
_to rayon cord. Belt duck has to break to certain specifications, and fishing 
_ twine has to be up to very rigid specifications, not perhaps from the angle of 
figures, but the fisherman is the best judge of what he wants and he knows if 
4 he is not getting it. 
: Mr. Dyve: In the case of fishing twine we were informed today there has 
_ been another price increase on the 3rd of May from its former price of -68475 to 
_ *70950. Would you explain to the committee the reason for that increase? 


a 
et Mr. Gorpon: Well, that was actually to bring the price of that fishing twine 


into line with the cost of raw cotton that was going into it. It so happens at 
_ Drummondville we have not any reserve of cottons bought at lower prices than 
_ the market to put into those goods, and as you can see even at the date of 
April 1 it was selling at a loss of about 14% cents a pound. Therefore we put 
is up just about that, perhaps a shade more, from -6847 to +7095. Cotton has 
_ gone up, of course, even since April 1. That was a move to bring the price 
of that particular article into line with its real cost. 
& Mr. Dype: Is the Drummondville Cotton Company Limited the only 
_ company in your group that manufactures fishing twine? 


» Mr. Gorpon: Yes. 
4 _ Mr. Dype: Then, passing on to Montreal Cottons Limited, I would like 


* 
. 


| 00 make sure that the prices are comparative there also, and it may be more 
difficult with white broadcloth, or would it be, or am I correct in saying we 
get a standard there from 1942 through to 1948? 


ie Mr. Gorvon: That is also standard. I have not got a note here exactly 
Rvs one it is. It is probably 128 by 68. It is white broadcloth 115 by 62, 


| 82 warp, 32 weft. That is an absolutely standard white broadcloth made for 
| the shirt trade. Our J.C. 41 is known by every shirt manufacturer in Canada, 
ie would say, as a standard cloth. It is standard quality. 


__ Mr. Dyve: You will recall also that we were informed, I think by Mr. 
Mnich t, that there was a sliding scale of selling prices for that particular article. 
I think you should explain that, Mr. Gordon, if you would, please. It means 
_ that there is a different price to different purchasers, does it not? 


' Mr. Gorvon: I think what Mr. Knight was referring to, if I judged him 
“Tightly, was that Montreal Cottons apparently showed they were selling at a 
Certain price to their wholesale trade. When you use the term “wholesale 
|price” I think it should be understood, or when we use it, that it is the price 
to the wholesale trade, not the wholesale trade price. 


_ The Vice-CuarrMan: Yes, that is understood. It is your price to a certain 
type of buyer. I think that is understood. 

Mr. Gorpon: The reason we specify it is in the case of the wholesale trade 
‘we put up our goods somewhat differently; that is, when they leave the mill 
‘they are packaged with a board in the centre. They are doubled, folded goods, 
over 30 inches wide, and doubled, folded, rolled up on this centre board. Then 
they have labels on them and there are papers and so on. That all costs a little 
Money. When we ship to a shirt manufacturer who is simply going to take the 
goods and cut them up and they are not going to be put on shelves and displayed 
We do not bother with any of that at all. We simply ship them in a bolt and 
let it go at that. So there is a little difference representing what we call the 
doubling, rolling and putting up cost of shipping to the wholesaler as against 
the shirt manufacturer. That is the general explanation. I do not know if 
Mere are any further particulars on the shirting prices you want. 
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Mr. Dvpe: That was the point that was in my mind. I think you have 
covered it in that way. In your own notes have you still something you wish to 
refer to? 

Mr. Gorvon: May I refer to them for a moment? 

Mr. Dyve: Certainly. | 

Mr. Gorpon: There was one minor point. There was a schedule submitted | 
this morning on our cotton prices at various dates. : 

Mr. Dype: Yes. ) . 

Mr. Gorvon: Perhaps it should be pointed out those are the prices in the 
United States and not laid down in Canada so there would have to be added to” 
those prices a certain amount of freight, exchange, if there is any. ° 

Mr. Dypz: You will notice the heading of that schedule is stated to be at 
ten market centres in the southern United States. 4 

Mr. Gorvon: I want to make the point we do not lay it down at the mill at 
that same figure. It would be somewhat.higher. : 

Mr. Dype: Perhaps since you have raised that point would you také cotton 
where we have a price here of 36 cents in May, 1947, on that particular schedule 
you refer to, and if it is 36 cents on our schedule can you tell us approximately 
what its cost laid down to you is, or if there is any other figure you can work 
from more easily I would be glad to have it. z 

Mr. Gorpon: That is the spot price, as you see, on your 15/16-inch cotton. 
That same description of cotton, as we call it, middling 15/16-inch, could prob- 
ably be laid down at our mill at about 1 cent over that for freight. That would 
bring it to 37 cents plus 3 of 1 per cent exchange we have to pay for American 
‘dollars. : ie 

Mr. Dype: It would cost you a little over 37 cents? 

Mr. Gorpon: Yes. 

Mr. Dye: Laid in at Montreal? ; - 

Mr. Gorvon: Yes; that is Montreal, Sherbrooke, any other Quebec points. 

Mr. Dype: At one of your plants? E 

Mr. Gorpon: Yes. 3 

Mr. Dype: In looking at that list of raw cotton prices in the United States 

would it be fair for us to add slightly over 1 cent to any of those prices to know 
what the price is laid down at your plant? ze 
Mr. Gorpon: Only for that one basic description of cotton. : 
Mr. Dyps: And it is correct, is it not, this is the usual quotation for cotton? 
I mean it is usual to quote 15/16-inch middlings, is it not? ry 
Mr. Gorvon: Yes, that is standard for us. ta 
Mr. Dypr: There are a number of other grades; is that what you call them? 


Mr. Gorpon: We call them descriptions. So 
_ Mr. Dype: There are a number of other descriptions both superior and 
inferior, shall I say, to 15/16-inch middlings? : 
Mr. Gorpon: Yes. 
Mr. Dypz: But when we look at the newspaper and it talks about New York 
cotton prices we are looking at prices that are being quoted for 15/16-ineh 
middlings, are we not? — 
Mr. Gorpon: Yes. What you are looking at in most cases is future month 
quotations as traded in that day on the cotton exchange in New York, on the 
futures exchange. ae 
Mr. Dypz: But there is also a quotation I see quite often where at the foot 
of the futures quotations it shows spot cotton as well? ig 


3 


+ 


> 
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Mr. Gorpon: Yes. Spot cannot be used for hedging. 

Mr. Tuarcuer: I wonder if Mr. Gordon would care to comment on page B-8. 
Mr. Dypr: Do you mind if I interject one question first, Mr. Thatcher? 

_ Mr. TuHarcuer: Surely. 

Mr. Dype: I am returning to an earlier discussion we had. Have you any 


o~. 
_ figures or have you available any records from which you can readily inform the 
_ committee of your absenteeism on week days? Have you anything? 


Mr. Gorpon: Yes, the personnel people have. I could have it up here next 
week. 


: Mr. Dype: That could be done if we requested it. 

bs Mr. Gorpon: Yes. 

3 Mr. Dype: I have not requested it yet. 

‘ ‘Mr. Gorpon: We have standard forms that keep track of that. 

( The Vice-CuHairMAN: Mr. Dyde, I was going to ask about that, and I was 
. 


_ intending to make that request, so let us consider it is requested. Then I had 
_ one further question. It in a way relates to labour. You made a remark about 
_ being called a non-essential industry at a certain time? 

__-Mr. Gorpon: Yes. 

: The Vick-CHAIRMAN: I am under the impression that the government at a 
later time undertook to change it back again about 17 months later? 

: Mr. Gorpon: Yes, I think so. 

5 The Vicr-CHarrMAN: And gave you a very high rating with respect to 
_ obtaining employees? 

@ Mr. Gorpon: Yes, we were given quite a good rating when it was corrected. 
x The Vicr-CHAIRMAN: Seventeen months later in order to try to help you to 
- recapture your position; is that right? 

be Mr. Gorvon: Quite true. 

% The VickE-CHAIRMAN: That would be some time in 1942? 

+ Mr. Gorpon: I think that was over into 1944, almost. 

S The Vicr-CHAIRMAN: 1942 would be about the time of the non-essentiality 
- declaration, would it not? 

# Mr. Gorpon: Some time during 1942, I think. 


% The Vice-CHAIRMAN: And about 17 months later you were rated, as we 
~ have said, considerably higher? 
: Mr. Gorpon: Yes, that is the case, yes. 


The Vicr-CHAIRMAN: From that time on then you have been endeavouring 
; _ to recapture your position with respect to personnel. Is that a correct statement? 
a Mr. Gorpon: Yes, up to a point; I do not think those ratings count for 
_ anything today, but up to a certain point. 

| 4 The Vice-CHAIRMAN: When the controls came off labour then you were out 
im the catch as catch can market after that? 

| % Mr. Gorpon: Yes, but that was the case up to that time. It helped a little. 
Mr. Dyve: Would you turn, Mr. Gordon, to schedule B-8. 

The Vice-CHarrman: I think Mr. Thatcher wanted to ask a question 
\agon. that. 

| Mr. Tuatcuer: On B-8. 


_._ Mr. Dyve: You heard some discussion this morning with reference to this 
schedule, and I might perhaps open this part of the discussion by asking you 
_ what the effect on prices is by the method adopted by the Dominion Textile 
4 Company Limited with reference to inventory reserves? What effect has that 


fs 
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one way or the other on the price that the consumer pays for» the products of 
Dominion Textile Company Limited? | 


Mr. Gorpon: I cannot see where there is any connection whatever between 
the inventory reserve and our prices. 

Mr. Dype: Would you explain why? I will tell you why I ask the question. 
Perhaps you understand why I am asking the question. 

“Mr. Gorvon: Would you like to complete it? 

Mr. Dype: I am looking at it in this way, that to a person looking at this 
statement and a person reading it it might appear that the accumulation of such — 
a considerable inventory reserve, shall I call it, might result in the consumer — 
having to pay more money. You say that is not so, and I would be glad if 
you would explain why it is not so. : 

Mr. Gorpon: Well, I do not know why you thing it should be so, but I will} 
try to start at the beginning, Our prices are set by current factors, the price of © 
our cotton from time to time, the cost of labour, overhead, in which inventory — 
reserves have no place whatever, depreciation, bond interest and various charges, © 
and profit, and that determines the selling price. Where the inventory reserve — 
arises is when you come to the end of the year after you have made your sales 
during the year and are closing your books, and you value your inventory. — é 
Under our system which is practically the so-called last in, first out system, — 
“lifo”, as the accounts term it, if you are in a rising market you automatically - 
undervalue what is left on hand at the end of the year, and the more the market — 
rises the more you undervalue that particular quantity. Then you start off 
another year, but that undervaluation has no relation to price. You start off- 
again on the first day of your following year and sell your goods at the market, 
cotton, labour, and so on. It has no effect one way or the other. It is simply 
a book reserve. It is simply stating your inventory is worth so much less_ 
perhaps than the absolute cost on that day, or the cost accumulated over 
a period. 

Mr. DypE: What is the primary purpose of building up an inventory 
reserve? 

Mr. Gorpon: It is for the purpose of meeting a situation such as happened 
before my time in the mills in 1920 when in the summer of 1920, I believe it was, 
raw cotton broke from around 40 or 44 cents a pound and came down as 
low as 15 cents, and subsequently some years later went all the way down to- 
5 cents, but anyway at that time we had to rewrite the balance of orders for the © 
greater part of our customers. They could not take delivery of the goods at the 
price at which they had booked those orders because the market had gone. They 
had to meet new prices, new conditions, and we had to rewrite those orders. z 
We had to write it right out of our books. 

The Vicr-CHAIRMAN: Your raw cotton went down very low on the markelle 

Mr. Gorpon: Yes. . 

The Vice-CHAmRMAN: That had an immediate effect on the fabric? © 

Mr. Gorpon: Yes, oh, yes. 

The Vice-CuHatrMAN: The effect is quick? i 

Mr. Gorvon: The effect is very quick. i 


The Vick-CHAIRMAN: And since there is that quick effect upon the fabric : 
persons who had ordered could not pay or could not be expected to pay the price 
at which they had ordered, and vou had an inventory reserve to meet a situa-— 
tion, a condition such as that. You may either have had it at the time, or you | 
may not. I do not know. Anyway, it was made to take care of a situation such — 


as that? - 
i | 
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Mr. Gorvon: It represents at the present 
The Vicn-CuHairmMan: The inventory rese 
into account the raw product which you have on hand, is it? If you have any 
_ considerable amount of the raw product on hand, any considerable amount 
3 Mr. Gorvon: If we have let us say $10,000,000 worth of orders on our books 
for future deliveries we must have $10,000,000 worth of 

7 

} 


time, by having this inventory— 
rve then is not so much taking 


cotton or the equivalent. . 
The Vicn-Cuairman: I mean, that would take care of a situation of that 
kind? 


Mr. Gorpon: Yes. If we were committed for that at the old selling price 
and the drop was considerable. You cannot have it both ways. 

The Vicr-CuHamman: You do not protect yourselves with respect to a fall 
in the market price by future selling, such as is done with some other com- 
 modities? 


¥ Mr. Gorpon: Oh, yes. 

& The Vicz-CHamman: You do that too? 
i Mr. Gorvon: In this respect, that your orders are 
e The Vicr-CHarrMAN: Oh, I see, the orders are 
a : Mr. Gorpon: They are a hedge on the sale 


he market went up you would be out of luck 
3 Mr. Tuatcuer: Mr. Gordon, according to this schedule B-8, and Mr. 
~ Knight’s figures, your inventories reserves at the moment would be $35,174,000 
ess $26,820,000; that would be $8,354,000—would that be correct? 

he Mr. Gorpon: That is the extent of our actual inventory as carried. 
3 Mr. TuHatcuer: That is your inventory reserve? 

| _ Mr. Gorpvon: As Mr. Knight figures it 


g » Or, we carry that inventory at 
_ what it would be there, or lower of cost or market. 


> © Mr. Tuarcuer: And in your balance sheet you carry your inventory at a 
value of $5,984,000. If you add those two together would that mean that your 
_ inventory would be $14,338,000? ! 


supposed to be your hedge. 
your hedge. 
of cotton you would not. have. 


$8,354,000 plus the figure you 
balance sheet, $5,984,000? 


Mr. Gorpvon: Yes. Just let me look at that a minute longer, 
Mr. Tuatcuer: Your inventory reserve is 
Carry your inventory at; less the reserve in your 
Mr. Gorpon: Yes. 
Mr. Tuatcuer: Does that mean. that 
_ Teserve which is 60 per cent of your total in 
Mr. Gorpon: Yes, that is what it means. 
__ Mr. Tuarcuer: Isn’t that a p 


Beer vr 


* 


eyes 


pipet 
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: 
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\ you are carrying an inventory 
ventory. 


. 
a 


eo 


retty terrific figure to be carrying? [ 


‘Mean, would you not be depreciating your profit position very, very heavily with 


Mventory reserves in that manner? 


2 Mr. Gorvon: No, the extent of that inventory reserve position does not 
affect your profit picture. 


~~] 


___ Mr. Tuarcuer: Your profit and loss statement natura 
ably worse each year by the fact that y 


i. 


lly shows up consider- 
ou have such a terriffie serve there. 

_ Mr. Gorpon: But not from year to year. We don’t change that figure for 
| the reserve, and that does not affect the profit and loss statement. 

~~ Mr. THatcHer: But, each year as it goes along— 


‘i . 
Mr. Gorvon: As it accumulates, yes. 
4 


Mr. Tuartcurr: —your profit and loss statement. 
how considerably less profit than it would have if you 
r cent depreciation? 


~ Mr. Gorvon: That is right. 


as you go along would 
had not set it up, this 60 
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The Vice-CHAIRMAN: Just a second, before you pass that. While it is true . 
that the figure is 60 per cent it is not the result of one year— . 


Mr. TuarcueEr: No, no. ; 

The Vicr-CHAIRMAN: I am trying to get the effect that would have in rela- 
tion to prices, don’t you see; because if it were a year when it would appear 
that you have set aside a great deal of money and you must have sold the goods : 
at a very high price. Don’t you see what I mean? 

Mr. Gorvon: Yes, I see what you mean, Mr. Chairman. 

The Vice-CHairMAN: But this did not result from one year’s operation, 
this 60 per cent; but it is an accumulation of several years. | 4 

Mr. Gorpon: In this case it goes back 12 years, as you can see from the — 
schedule. 


The Vion-CHairMAN: Yes. So that it does affect theoretically at any rate 
some each year, but nothing like the 60 per cent that has been mentioned. 


Mr. Gorpon: You see, we have been faced with this rise in the raw cotton 
from 10 to nearly 40. What goes up is bound to come down, and if it should start 
down the other way we feel that that reserve is not out of line. We have at least 
20,000,000 pounds of raw cotton alone usually committed for; not in our hands, - 
but committed for. Sometimes more than that. 


The Vicu-CuairmMan: Where does the raw cotton market stand now with 
relation to other years before this period? Is it unprecedentedly high now? : 
Mr. Gorvon: With the exception of 1920, yes. In September of 1946, it 
ig ae a high of 30-9; and there was a time during 1947, when it reached 37-5, 
in July. é 
The Vice-CHaIRMAN: Which really means that you have some apprehension 
of a very considerable market drop some day, and you want to be ready for it. 
That is the story that was told by an inventory reserve? | 
Mr. Gorpon: Yes sir. 
The Vice-CHAIRMAN: It is an apprehension? a. 
Mr. Gorpvon: It is an almost sure thing that sooner or later it will come down. 
The Vice-CHAIRMAN: On the principle of whatever goes up also comes down. 
Mr. Gorpon: It always has in the past. q 
Mr. Tuarcuer: If you are going to do that you will be able to dispose of the 
inventory you have been carrying and you are going to— 


Mr. Gorpon: We don’t do it. We don’t do anything. It is the market which 
does it. We carry our inventory at a base price. We don’t understate it year by 
year. Let us say that raw cotton is worth 10 cents a pound and it goes up to 15 
cents a pound you have a difference of 5 cents a pound. If it goes to 20 cents, you 
have 10 cents a pound. We are not changing our base, it is just the market run- 
ning away from the base created by undervaluation, but it is automatic and it 
works to correct itself. It is a matter of mere chance, if 1 may put it that way. 
That is the principle of the thing. Sd 

Mr. Tuarcuer: I have one other question. ay 


The Vice-CHAIRMAN: Just one other thing on that point. What is the price. 
of raw cotton at the moment? a 


air. Gorpon: At the moment? I do not know the spot price is, but July was 
selling at 37. I would say it was 373 cents, the price this morning. ae | 


| 
The Vice-CHamrMAN: And if it is 40 cents next year that would be 23 cents 
higher? a 
Mr. Gorpon: Yes. | 


ot 


The Vicp-CHairMAN: Your inventory reserves will need to be up automatic 
ally 24 more cents? es 


rae)’ | 
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_ Mr. Gornon: If your cotton has cost us 40 cents, then the undervaluation will 
automatically increase due to our base price method of calculating. 


The Vicn-CHarrMaNn: These inventory reserves will automatically rise? 
Mr. Gorvon: Yes, but it will come down the same way. 


The Vick-CHAIRMAN: Yes, on the next change. If your cotton costs you less 
_ thereafter, then on the next statement your inventory reserve will be lower? 


Mr. Gorpon: Yes, and this could be wiped out completely by the cotton 


market dropping, and it applies not only to raw cotton but to good processed and 
finished. 


Mr. Winters: When you say “automatically”, Mr. Chairman, they must 
~ earn the reserves? 


‘ The Vice-Cuairman: I do not think that was a good word to use. It would 
_ have the same effect however. 


Mr. Gorpon: Our system works that way. 
The Vich-CHAIRMAN: Yes, 
~ Mr. Gorpon: And it is a common system. 


. Mr. Winters: It does not automatically go up or down by itself, you must 
— earn that reserve. 


es The Vicr-CuairMAN: Yes, but it is all based on the presumption that you 
__ have earned enough money. 


Mr. Gorpon: No, earnings have nothing to do with it. 
The Vice-CHAIRMAN: Do they not? 


Mr. Gorpon: Earnings do not affect it one way or the other. There is no 
- money involved and you cannot put your finger on it and say it is there. It is 
just a way of valuing the raw cotton content of your inventory. 


x Mr. Winters: It is actually inventory rather than inventory reserve? 
ie 


BS Y Mr. Gorpon: The poundage is there and we carry it at a certain unit price 
_ which:amounts to a certain value. That value is an understatement of what 
Pit really costs to be put there. 


3 Mr, Winters: This is actually the book value of your inventory? 


Mr. Tuatcuer: No, no. That is the value to which it might go later. 
It is not the value at today’s price. 


Mr. Gorpon: It is not the cost nor the market value but. it is a calculation 
of what might be the market value six months from now. 


Mr. Winters: It is not inventory reserve as we have been discussing it. 
Mr. THAtcHER: It is. 
Mr. Winters: I thought it was but the witness says no. 

_ Mr. Gorpon: It is not in the sense of a round sum. 


= 


~ Mr. Gorvon: That is right. 


Mr. Gorpon: No, this is not the reserve on which the tax has been paid. 
magine that you start out with a certain amount of raw cotton, we will say 100 
ales. In line with the “last in first out” method, if you put in another 10 bales - 
the first 10 bales you use are assumed to be the last 10 which you put in. If you 
start with 100 bales of raw cotton at 10 cents a pound and you keep buying more 


i) 
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the price may go to 30 cents or 40 cents a pound, but you keep on assuming 
the last ones put in are the first one taken out and you still have the original 100 
bales at 10 cents a pound. You are charging the bales out all the time. 

Mr. THarcusmr: Mr. Gordon, when you started your evidence you suggested 
you were the president of these three various companies. Does each of these 
companies manufacture the same products? 

Mr. Gorvon: Each one of them makes a lot of different products within 
its own range but their ranges of products— 

Mr. Tuatcuer: Are similar. 

Mr. Gorpon: No, they are quite dissimilar, but you cannot say that 
Drummondville has very little in common with Dominion Textiles. Dominion 
Textiles would not make what Drummondville or Montreal makes. We can 
interchange the cotton but not the products. Drummondville for instance has 
the tire duck, the belt duck and the air-break duck and so on which are not — 
made in any textile mill. 

Mr. TuHatcHER: Where you have similar products made by the three com- — 
panies what is the price policy? Do you maintain the same prices for the three — 
companies? 2 

Mr. Gorpon: I do not know of any case where we have the same thing made — 
in two companies of the three. zt 

Mr. Tuatcuer: What I was getting at is whether you have competitive — 
sales organizations or do the three companies meet together and decide what the — 
price will be? : 

Mr. Gorvox: Drummondville has its own sales organization for handling ~ 
the tire manufacturers and the fishing net trade across the country. Dominion 
Textiles are selling agents for Montreal Cottons so the same men will be selling © 
Montreal Cottons one day and Dominion Textiles the next. E 


Mr. Tuarcuer: On the surface it might look, since you have the three 
major companies out of five in Canada, that if your organization chose to do so 
it could set the price at a certain level and competition might not be as — 
prevalent as it otherwise would be? It might look like that, and you would be 
at least a very strong factor in setting the price of textiles? ‘ 

Mr. Gorpon: We have recently, as far as imports are concerned. : 

Mr. Tuatcuer: Did you say you have had? c 


Mr. Gorpon: We have recently, as far as imports are concerned. You ' 
may have noticed what happened to the tariff, and that was that the repre- — 
sentatives of the United Kingdom said they could not meet our prices—they _ 


were too low—so I guess we were setting the price level to that extent. A 
Mr. Tuarcuer: Yes, compared to Britain and the United States, but in 
the domestic field what percentage of the textile business do you control? es 


Mr. Gorpon: We have slightly over 50 per cent of all the spindles in- 


Canada but I have not worked the figure out in dollars. I have not seen these 

complete figures before but I would say we have between 50 and 60 per cent 

of the business in Canada. | 

7 

Mr. Tuarcuer: You think you are selling cheaper than Britain without — 

the tariff, or with the tariff? You were selling cheaper while the tariff was on, — 

but do you think you can still undersell them even though the tariff is gone? 

Mr. Gorpon: The tariff was only on for four or five months. oa 
Mr. THatcuer: It was on before the war? 


Mr. Gorpvon: Yes. 


: 
: 
| 
| 
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. Mr. THarcHErR: You made a statement that you could probably undersell 
the British did you not? : 

Mr. Gorpon: No, I did not say that. What I said was I thought our low 
price policy since decontrol perhaps brought on our own heads this tariff 
reduction. ‘ 

Mr. Tuatcuer: That is not just what you said. I think you said the 
figures this morning showed that you were selling or could sell cheaper than 
the British. Did you not say that a minute ago? 

Mr. Gorvon: I think you asked me to what extent our prices set the market 
here. I, perhaps, digressed a little bit and said the prices, apparently— 

Mr. THarcHer: Yes, you digressed. I assume from your digression you 


do not object to the British tariff having come off if you are as efficient as you 
suggest? 


> 
: Mr. Gorpon: The British prices in the home market are very different 
: 


; 
E 
i 


. 


from what they are trying to sell in this market. . They are making money in 
their own market selling at their prices, so we are a little apprehensive as to 
what they could do if they were to bring prices closer to the home market price. 
They have special prices for export. 

The Vick-CHAIRMAN: Have they higher prices for export? 

Mr. Gorpon: Yes, considerably higher. 


_ Mtr. Tuarcuer: I would assume from your remarks that the British factor 
_ 18 a considerable determinant in the Canadian prices? 


& Mr. Gorvon: No, I think they have to meet us. We supplied, as you can 
see, before the war, about 70 per cent of the market. I am speaking for the 
_ industry as a whole and not thinking of our particular company. The industry, 
as a whole, had 70 per cent of the market and would have supplied 100: per 
cent if they could have obtained the business, Before the war we were running 
no lot of short time. Before the war, we could have supplied every yard of 
goods. Of course, I cannot maintain we had the right equipment to make 
_ every different kind of thing that came in. 

ie Mr. TuHarcuer: Just one more point. Near the beginning, did you say 
i that the three companies which you own have a uniform price policy on similar 
products, or do the three companies compete as between their three sales 
organizations? 

__ Mr. Gorpon: They compete in the sense, Mr. Thatcher, that Montreal 
eons —well, Drummondville is in a place by itself. It does not enter into 
_ the picture the same as the others, or practically not at all, or Montreal Cottons 
| Decause it is making these tire cords. As you can see from your samples, they 
are no good for anything but tires. 

i Mr. TuHarcuer: Do you have a central organization or do you have meetings 
or anything, on such products as the three companies do make which are similar 
or the two companies? Do they have the same prices or competitive prices? 
The Vice-CHarrMan: I had understood that the witness said there was not 
_ that similarity. Let us get that clear first. Is there a field of competition? 
Mr. Gorpon: Well, when you come to the ordinary fabrics, any two fabrics 


may be competitive. Montreal Cottons may make a denim and we make, 
Perhaps, a drill with spots printed on it. 


The Vice-Cuarrman: And there is competition there, of course? 


_ Mr. Gorpon: They are different things. You would never mistake one 
tor the other. 


Mr. Tuarcuer: I was wondering if you could tell me whether you would 
fave some articles which would be similar and whether there would be com-’ 
Petition between the companies? 


es 
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Mr. Merritt: Let us find out first if there are similar articles? | 

Mr. Gorvon: I think, to answer Mr. Thatcher’s question, there are certain 
cloths that are close enough in Dominion Textile and Montreal Cottons, so 
there is an element of competition. A man could buy a high class pique from 
Montreal Cottons at a certain price or he could buy a lower class one from 
the Dominion Textiles. For technical reasons we confine certain classes of 
textiles to Dominion Textile and certain. classes to Montreal Cottons. 
Mr. Tuarcurr: Would you say you would have the same competition 
between these companies as you would have if they were separately owned? 


Mr. Gorvon: No, I do not think there would be the same competition. I do 
not know what the other people would do. 


Mr. TuatcueEr: It would be much less? 


Mr. Gorvon: I do not know whether it would be less or greater because 
I do not know what the other company would do. 


The Vicu-CuatrMan: As between the two, the one company manufacturing — 
the denim, in fixing the price of it, in so far as it can fix the price itself, will 
take into consideration the position of the sister company in relation to the — 
same fabric? 


Mr. Gorpon: I should have made it clear when I used the denim illustra- © 
tion that I went right outside our own group, by accident. 


The Vice-CHarrman: We are only using it as an example anyway. Where © 
the one company has an article, the price of which will have an influence upon ~ 
an article of the sister company, the position of both companies will be taken — 
into consideration in any policy, price policy or anything else, will it not? 


Mr. Gorpon: Yes, but what actually happens, of course, in setting the © 
Montreal Cottons prices they have to set the prices in relation to their cost — 
of manufacture and Dominion Textile has to do the same thing. 


The Vice-Cuatrman: Now, there is a difference in grade and other things _ 


entering into those costs. There is a difference in erades and other things — 


enters into these costs. It is not a question really of determining that there 
is going to be a certain margin. You arrive at a certain price making a certain ~ 
‘cloth at Valleyfield, and that is the price. 

I was not thinking so much of the point of a definite margin or anything ~ 
like that, but surely two sister organizations would consider the position each 
of the other in any policy? : 

Mr. Gorpon: Yes, I would say that is quite right, that if Valleyfield was 
making one cloth and Dominion Textile was making a somewhat similar cloth 
we would not deliberately underprice the Valleyfield cloth so as to sell more 


of that and less of Valleyfield. There would be no sense to it. 
Mr. Trarcuer: Would it not be a reasonable conclusion from that that in 
the Canadian textile picture the fact that you own three of the companies” 
might limit competition quite a bit? 
Mr. Gorvon: There has always been a lot from outside in the past. : 
Mr. Tuarcuer: But from the figures domestic production is by far the 
ereatest, and you are protected in normal times by a pretty substantial tariff. 
Mr. Gorpox: You know the way that works perfectly well in a business. 
There does not have to be very much in the market to affect the price. How 
do we know when a customer comes to us and says that he can buy certain 
goods in England or the United States at a lower price than we offer whether | 
he can or not? As long as some eoods are coming in he may be the lucky fellow 
who is getting them. We do not know. It only takes a certain amount of goods 
coming in to affect the whole price level. & 
Mr. TuarcHer: Admitted. 
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Mr. Gorpon: That is the way it works in practice, I think. 
The Vice-CuHairman: Is there anything else? 


Mr. Prnarp: Did I understand you to say that your prices here are higher 
_ than the domestic prices in Great Britain? 


| Mr. Gorpon: No, I did not say that. I said that Great Britain’s domestic 
_ prices were lower than their export prices, the prices they are selling at. 


Mr. Pinarp: Would you know if your prices are higher than the prices in 
Great Britain? 


: Mr. Gorpon: Than their domestic prices? 
Mr. Prnarp: Yes. 


3 Mr. Gorpon: Yes, our prices are higher than their domestic prices. 

The Vicr-CHairman: Gentlemen—did I interrupt you? 
Mr. Gorpon: I was trying to complete the answer. I do not know on every- 
_ thing. We know very well that the English mills are turning out standard yarns’ 
_ that we are making and selling them, perhaps in some cases, as much as 12 pence 
_ 4 pound below the price we have to charge for those yarns here. 
Mr. Prnarp: Do you know if their export price is the same for all countries? 
Mr. Gorpvon: I could not tell you; I do not know. 
| The Vicre-CuarrMan: Gentlemen, ordinarily having proceeded as far as we 
have we might think of concluding with Mr. Gordon, but he has to be here on 
_ Tuesday anyway, so it might be just as well in closing tonight not to dismiss 
_ Mr. Gordon as a witness. We will be seeing you on Tuesday, whether there be 
_ any additional questions or not which we cannot think of at the moment. 
i Mr. Gorpon: I will be here if you want me. 


; Mr. Dype: Then, Mr. Chairman, we will follow with Canadian Cottons and 
-~Wabasso in that order. 


ot el oleh 


The committee adjourned. 
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MINUTES OF PROCEEDINGS 


Turspay, JUNE 8, 1948. 


The Special Committee on Prices met at 11.00 a.m., the Vice-Cl 


airman, 
r. Maybank, presiding. 


_ Members present: Messrs. Beaudry, Beaudoin, Fleming, Kuhl, Lesage, 
McGregor, Maybank, Mayhew, Merritt, Pinard, Winters, Zaplitny. 


Mr. H. A. Dyde, K.C., Counsel to the Committee, in attendance. 


Telegrams from Cookshire Woollen Mills and Trenholmville Woollen 
Mills received in reply to the Vice-Chairman’s telegram of June 1, were tabled. 


Mr. G. B. Gordon, President and Managing Director, Dominion Textile Co., 
Ltd., and Drummondville Cotton Co., Ltd., and President, Montreal Cottons 
Ltd., Montreal, was recalled and further examined. 


During proceedings Mr. Mayhew took the Chair in the temporary absence 
of the Vice-Chairman, 


Mr. Gordon filed samples of materials listed on Schedule B7 of Report 

“B” submitted by the Accountant, Mr. Knight (see page 3468 of Minutes of 
Proceedings and Evidence), the said samples being identified as follows: 
Exhibit No. 123—Unbleached bed sheeting, Style S 49. 

Exhibit No. 124—Dyed drill, NN. 33 (MD 99-31F). 

Exhibit No. 125—Printed percale, Style MS. 248. 
_ Exlubit No. 126—White flannelette, Style M.F. 51, Angola. 
- Exhibit No. 127—Cotton tire cord, Style 990. 

Evrhibit No. 128—Rayon cord, Style 944. 

Exhibit No. 129—Belt duck, Style 6732. 
Exhibit No. 130—Seine twine 15 Medium. 
_ Exhibit No, 1381—White broadcloth, JC41. 

= Exhibit No. 132—Dyed pocketing, V010. 
Exhibit No. 133—Dyed plain Vicuna No. 13. 

Exhibit No. 134—Dyed satine (Dominion) VS5. 
Witness discharged. 


eral Manager, Canadian Cottons Limited, Montreal, were called, sworn 
and examined. 
_ 

Mr. Fox produced, for members of the Committee, copies of answers to 
liminary questionnaire and copies of Canadian Cottons Limited thirty- 
fenth Annual Report for the year ended March 31, 1947. 


At 12.55 p.m. witnesses retired and the Committee adjourned until 4.00 
‘Mm. this day. 
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_ Mr. E. C. Fox, President and Managing Director, and Mr. J. Irving Roy, 
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AFTERNOON SITTING 


The Committee resumed at 4.00 p.m., Mr. Winters presiding in the tem- 
porary absence of the Vice-Chairman. bg. 

_ Members present: Messrs. Beaudoin, Fleming, Kuhl, Lesage, McGregor, 

Maybank, Merritt, Pinard, Winters, Zaplitny. | 


Mr. H. A. Dyde; K.C., Counsel to the Committee, in attendance. 


Mr. Fox and Mr. Roy were recalled and further examined, Mr. Fox filed” 
samples of materials listed in Schedule B7 of the Auditor’s Report “B” (see 
page 3469 of Minutes of Proceedings and Evidence) which were identified. 
as follows: | 

Exhibit No. 135—Denim, Style 144. 

Exhibit No. 136—Work shirting, Style C36; Patt. 3, 6, 31, 34 and 36. 

Exhibit No. 137—Ticking, Style ACB. 

Erhibit No. 138—Cotton blanket material. 


Witnesses discharged. 


At this stage, the Vice-Chairman, Mr. Maybank, took the Chair. | 


Mr. W. J. Whitehead, Managing Director, The Wabasso Cotton Company 
Limited, ‘Three Rivers, P.Q., was called, sworn and examined. He produced! 
for members of the Committee, copies of answers to special preliminary 
questionnaire, and copies of The Wabasso Cotton Co., Limited Annual 
Report, 1947. He filed, : 

Exhibit No. 139—Printed percale, Style No. 2078. + 

Exhibit No. 140—Unbleached factory cotton, Style GC-2. ‘ a | 

Exhibit No. 141—-Broadcloth, Style B277. 


| 
At 5.30 p.m. witness discharged and the Committee adjourned unt : 
Wednesday, June 9, at 4.00 p.m. | 
R. ARSENAULT, ‘a 

Clerk of the Committee. 


_ MINUTES OF EVIDENCE 


Howse or Commons, 
. June 8, 1948. 


a . 
The Special Committee on Prices met this day at 11.00 a.m. The Vice- 
Chairman, Mr. Maybank, presided. 


The Vicr-CHaArrMAN: Order, gentlemen. 


Mr. Dypr: Mr. Chairman, at the close of the Thursday meeting, we had 
covered to a certain extent, the question of production. Since that meeting I have 
asked Mr. Gordon to let us have some exact figures, for the purposes of comparing 
them with the total Canadian production figures as produced by Mr. Rashley. 
The field which I asked Mr. Gordon to cover was that concerning bale openings 
for the three companies represented by him for the years 1938 to the present, with 
the figures for 1948 given in months. I also asked for the same figures for the 
same periods and years with respect to cotton yarn and cotton fabric. 


George Blair Gordon, President and Managing Director, Dominion 
Textile Company Limited and Drummondville Cotton Company Limited, 
and President of Montreal Cottons Limited, 4725 Kingston Road, Montreal, 
recalled: 


By Mr. Dyde: 


_  Q. Mr. Gordon, are you able to produce the figures which I requested you 
to supply ?—A. Yes, I have them here for the three companies. 

-Q. I think we had better read them into the record unless you have a lot of 
copies—A. There are not enough to go around. 
_» Q. Would you start with the bale openings for Dominion Textile Company 
Limited?—A. Yes. These figures are on a basis of total bales opened each year 
starting, in the case of the Dominion Textile Company Limited with March 31, 
1937. 


: DOMINION TEXTILE COMPANY LIMITED 
Statement of Raw Cotton Used 
Equivalent 
Pounds 500 lb. bales 

Meare cndedeslstunkarch: L997) aslo wie shtese ok oaturbace 92,075,058 102,185* 
j a Sl stad MianchyeelO Ry aks aeen Rtn, Sheena ahs 44,555,517 89,111 
“th ef % iE eat EeWeclaimel LOS CM Rt gh ls ons acres ae ay te 41,515,795 83,032 
= a * US Lam MOAN aS cad <cperesoiteeeie hh tec espe 60,032,082 120,064 
77 Li es eau Ee Tiel ait al A): 1 We pela Seam Bs Te gaa = ot 77,834,134 155,668 
< U3 ve St VLR PIE Odo rest <n tes ha ne et a, 87,777,359 175,555 
é rs Slsh- March el Oasis, 2.) tok ne aren cree, 87 323,104 171,351* 
‘ . ‘ SANS SI Ec em he: i arn Baie en og ab 71.104,026 142,208 
: 42 % PLS tVimetin cPOasy +), scl? ant eRe ae eee Se 64,704,247 129,408 
pi 9 oe ® DSP a POb tL O4Bs. fc Aan Nd ier ies HORNET, 64,409,545 128,819 
vs steele VMiaronie O47 0.5 Aer nt ee tee ee eh grelg ate 61,189,116 122,378 
a se at Tad Biba cine Boye, Be en Aired es 59,178,969 118,358 
Forinicht ended. 10th, April; T948..2.... > 0. hecdcc... 2,279,789 4,560 
FS 9 Date Aprile GAS tee ki, Nene eRe ib 2,493,643 4,987 
4 é Raia Shel May Mane Coe hf ee Se, 2,492,680 4,985 
es s BENGE NLA PUOAS ew redicts sentir eee eke woo 2,429,114 4,858 


_ *53 weeks’ figures in the year. Adjusted to 52 weeks. 
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e copies of that statement?—A. Yes, here are two- 


Q. Can you let me hav 
er you would like an interpretation of those figures 


copies. I do not know wheth 


at this point. ate 

Q. I would be glad to have whatever comment you would like to make?— E 
A. The figures show that in the pre-war period our average weekly consumption g 
ran from 1,661 bales per week to 2,044 bales per week. During the war years the — 
average ran from 2,401 bales per week as high as 3,511 bales per week. Since the — 
war the figure has ranged from 2,367 bales a week to 2,494 bales per week. Those ~ 
figures more or less correspond with the figures which I mentioned the other day. 3 


-Yes?—A. That completes the figures for Dominion Textile Company ~ 


Limited with respect to bale openings. ¢ 
Q. Would you go on now with one of the other companies?—A. Yes, I have @ 
- here the figures for the Drummondville Cotton Company Limited. i 
DRUMMONDVILLE COTTON COMPANY LIMITED = 

Statement of Raw Cotton Used . 

Equivalent -— 

Pounds 500 Ib. bales = 

Year ended Slat Mareh,. 1987 5-0 «ne sen bet: 7,117,067 13,965* = 

ee whan Bast” TOUS na vate oboe oe enn 6.158.912 12.318 * 

g “ 31st March, 1989 .....-+essesee eee e res 5,196.630 10,393 : 

He RA saa ote Maas 1 Olan tiie «ap ce ptingl ae 9,418,556 18,837 = 

« a2 yaa March.) TREL<7 inSr te bX te 15,073,770 30,148 ‘ 

is “ -BJgt March, 1942 ......- cece cence cee 15,962,137 31,924 BS 

« “ - 31et March, 1943 2.22.60 ce eee eee eee ees 17,706,102 34,.744* G 

ff ve abeg ak Moamelt;: [G4 asia das cucctel ei fant ce Sarees 17,508,533 35,017 oe 

c af Saved Manali. 194G-> les Gace cin conatetiere aoe 15,116,412 - 30,233 2 

~ See March, (046); ssa 2 oF oe ace 16,160,635 32,321 4 

ee 0 Nh Aare wEO4 > cy spkowss tices ry eee ees 16,321,624 32,643 ; 

S ‘eet Marc 1948. ior sete s eee ire 14,256,032 28,512 i 
Fortnight ended 10th April, 1948 ........+++++s+2+5> 572,299 1,145 - 

“ <p Ee April; -EOAB ocean aces eats ats sl 607,491 1,215 

a Hh aa) Miao OAR 1 vide RRS tes te 634,606 1,269 


ty > 290nd sMay, VOSS ee. cc mile. ote Reins 636,472 1,073 


*53 weeks’ figures in the year. Adjusted to 52 weeks. 


Those figures show that in the pre-war period the company opened from 208 
pales to 279 bales per week. During the pre-war period we ranged from 377 | 
bales: per week to as high as 700 bales per week and since the war we have : 
averaged from 570 bales per week to 653 bales per week. faire 7 | 

Q. Montreal Cottons Limited will be next?—A.Yes. I would point out these_ 
figures are on a calendar year basis as the company year end is at December 31. 


= | 
£ 


Name of Company: THE MONTREAL COTTONS LIMITED 
Date of fiscal year end: December 31 | 
BALES OF COTTON OPENED > | 
Year Bales a 
LCT arent oe ste eT SNE A Grr hs Stra aaa eeige 16,755 2 
ARYL! eee rere Ronen Peepers yar rt ASE Ae cy. ch Rance Ma AMR RO EC ONC 19,100 a || 
FORO EE doa Fane EL ne ee cee 26,664 | 
VOAL scecseke soa Arig Se Gee eae See ee 26,766 | 
QA Dr ictes ack Se ites Gi orera | © ova, Pr eeane te Mateseanttater seer ene 26,025 al 
TORS ere yc 5 dF eae ANE Sk STOUR TeN a aseenaller pe ana Sear ree 24,061 | 
O48 Egor he teem ae es omic rtrsne Spe ete iee nemauie adnate 24,278 ‘f 
TOA ye eres Rt aod tan RANG doy Pure Waals ine abye cetaga pes Ya oletonee taeie 22,797 Bic 
BAGO as all NET oe Oe eee ae cee ee 18,956 . 
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BAEES OF COTTON OPENED—Cone. 


1948 

r Week ended Bales Opened 
SURLL USOT Ve Me TT Sk ay Ea Pte cs RoE Nt ss oth oe Sg 272 
io e) AMM DT MLUEIR a Avett el teins toner nee Oe Foe ase Ora oce cee 308 
CAPES Ce oh od Hf ecard ER ree et ea gh ta IR pp Ra ae 499 
SAAN Vee Oe Set tre & eecee Ce ERLE ISTE Gok, sees 542 
January 81 ...... Eyer Oar ee Rr AA Eras GN ea ee is) 498 
ROMO TARLATY Shea fetes och cy ee art eo ete ae cas ae os whe ae 572 
Meh Palat Virl dee Bete Wat herd erst ol crret eee oo Sale ae eas 573 
MODERATE alc Learasatenen tet Meena ee NS obey aco cist Bank ee 567 
TLE OAS ok Spe Re a 8 a ee eA oe 850 
SVL ETC Uhre PU om gate, ote tote anche seat era ce ele ott ale Aran oe ee 313 
a sar Cpe os on ents ete dew Oe titra andl, Kh wig av ee a ROMS 587 
Marre tO ie eer, | caters EPA RNS se ee ee te eet ee 630 
PVRAT CWS ONT OMe oot © hd axe ERE a) Meee hale, dees oh a cw 760 
LA TD ty koe mat cae eee a ter Ie Bia pats eka CIR Loe claps 339 
BAYT Lie Dire en Coch ec Me a tat tcrink nie ons sotma ele via ce whe 612 
: PAM PLL 1 Ed ale. ert ctees i aae.d ett ato Alter ote fs vb ore eraks GLEN TRA eearrcae 606 
PATA SAE er Nese ee aot mete eee here etereee Aes ica oer ar ha aes 583 
YF REL se teehee. toaee de eee needa aisoee eRe DNs cite o& BMG vn. ann ate eee 577 
ENE ANTS Wem castrate eee get a Pevcut ee ece van ET CONG ae A CMR osm 557 
1 RET Ty Oe oem coe Dereci pOintten  9 ae OR ee eNOS a BEES, 466 
NT Aline D2) ee PNR eects aerate Menai NAc ays, Wi anh vep hues So abbielar metersicteterstals 605 
SVT Wrage hotter hci thats sy Rete Pea Shes ache Gr ae” osc nies on tad oh cide hs) EAS. ase) 4 570 
SP REIL CG paevmee nel es nent a age os FM Me Pe a oS cB a I Maia ear She Pe, oe 3Ses3 541 


12,423 bales, and the average is 540 bales per week. Just to complete the story 
those figures show that Montreal Cottons Limited opened from 335 to 382 


Dyde. We have the figures here. We were not too sure whether you wanted 
the complete yarn production or the sales of yarn. I should perhaps have made 
it clear when I was speaking on Thursday that I was referring to what we 
all sales of yarn which means the yarn we sell outside of our own company 


own production and some of which we have sold. 


-_ Q. If the point had been raised I would have asked for the total yarn pro- 
on 


DOMINION TEXTILE COMPANY LIMITED 


Statement of Total Yarn Production 


Pounds 
Rar SCUMOCONLSE, WaeCH A EO OI, hd vided pik ae co Siar stetekonnlever chet Oo Mlovoeteth setae 49,697,198 
“ PURI Mawel AGAIN 2.5 75 cig Sc atin Sask Bes Rode 42,281,533 
4 ee SCN SGC Se eee Oe me Rp pee ee ee a We go 40,296,683 
“ PLUS ES Marek MAGA. J pivet ain east esas the 58,179,354 
4 ens Ltr NACE ee LOA PAs cc eetares de medal are cae a ager bos ok 73,923,836 
Pee to tate arCh (OSD 2. eta aoe cre alt Lae Stay Wk ae eee 84,689,708 
iS Se OL Sp HM NaL eh tcl DAS Soc cee ee pa eG es We eee 84,332,601 
PSA TS Late vinirch * 1 Oude oy 7 Rr Seem te eee Gt ON ete 70,753,478 
se coe Sisto Marelt. L045) Ure vets es ete So Te 64,174,465 
2 EEO S HAND TC tt LOLGO) en ANI cud are tee Sh er WE aa leeks 63,649,283 
es SS Sgolsh Nan chy ah OW Ge Mm mete alee cei ahs S alas: edees vp 60,585,864 
. Se Cle Lae ATO 4 Sum tam he Ryo ee Lae bio ee 58,835,109 
arin ghe sended. l0th--A pri, £1948, Sala. settee eek ties dk cee coh 2.474.614 
a ¢ Dat, PADI VE OA BINS . Seitiuate Be Ske byeors. «wrt scan 2.481,691 
eg St OEE ME NDA RLS Oeek Res a RS tee vitae ca corte e ed _ 2,344,183 


s ene eee PUL Vee EES oe coeree rate ele aOR aon cls hs haste Wee Ea 2.469.953 
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Q. Then, if we take them in the same order we will have Drummondville 
Cotton Company Limited next?——A. Yes. The figures for Dominion Textile 
Company Limited show that pre-war production ranged from 40,000,000 to 
49,000,000; war production ranged from 74,000,000 to 85,000,000; and post-war 
production ranged from 59,000,000 to 64,000,000—those are in round figures. 
With respect to the Drummondville Cotton Company Limited total yarn pro- 
duction the figures are as follows: 


eS ee ee eee ee Te he 


DRUMMONDVILLE COTTON COMPANY LIMITED 4 
Statement of Total Yarn Production ; 
Pounds 
Year ended 31st March, 1937 ....... yeh Suan eoecd Sie ey FB wien = Be 6,287,235 : 
a ) Sist March, 1988 22-06. 6 2c eee le eee re ne eels 5,433,252 ¥ 
&  Biet March; 1039), .~ 0)... s0 cee seen gets ee cee cee deer 4,680,455 ¥ 
CS Sts March, , 1940) ee ccs  oapasr losers oi sqe.@ ansiiou=iis ose wie ieaeenae ols 8,442,076 | 
g Aoi one March ot Odiuee, CEs sa aceon ea ee eee eee 13,650,301 4 
“¢ © 21st March, 1942.0. 6 cnn te. cee cee $6 scl ee oe aa ot 14,894,964 3 
s “i Seta Miarchis F943 sot... alels wre «fevers vueyre sh ees Soir eleaeeniene 16,568,676 B 
re Stet March, 1944 22 o.oo 5 he tine wes camels we ee lse 16,476,682 < 
re a Shist! March,” 1945> 22. 0c). oo le eiplatele eigtes ss = ele ole erpieie © 14,492,784 
. cu Mite Marchi VOAG — sarecterst suey areeoene sities rete yee elo nererelersnt es 15,550,610 
S S97 Stare lO Te a chaie a lc wee cts wits: © areuetans elo uenetete Nenniegel z= 15,257,553 
& te avn Mate, SAGES cays oes cates Rese = apne ieee eee a 13,585,427 
Fortnight ended 10th April, 1948 .....-....see reer teeters 595,379 
4 + 24th April, 1948 ....0 6... wee ee cee eee eee 569.301 ‘ 
y SS Sth eMiawss L048 saves. sum erectus orl otitis 529,090 a 
is Did» Mayr 1948 faci ad ami eid ha's--> ante ime she as 602,596 ie 
(Mr. Mayhew took the chair.) ra 


The Witness: I should point out that in each case the figures represent 


the total yarn spun at the mill whether it, went into fabric or whether it was | 
sold as yarn. The figures indicate that in pre-war years production ranged 
from 4,500,000 to 6,000,000 pounds a year; during the war production ranged 
from 13,500,000 to 16,500,000 pounds; since the war production ranged from : 
13,500,000 to 15,500,000 pounds per year and those figures compare somewhat 
with the figures which I gave the other day. be 
Then we come to Montreal Cottons. 
. Q. Have you a copy of it?—A. No, I am afraid I have not a copy. I have 
pencil figures. . 
Q. Read it in, please—aA. 


Total pounds of yarn produced | 


Calendar Year by Montreal Cottons Limited | 
CS ARR dy Deny Sere ets ee oT Men Ocean Uae it . 9,232,375 
TOSQ eas Fe Be Re eta vete us trod eangterma ells Phang -d, Sis tote ae ate ers 11,500,122 a 
ih yt. IRC ren AIDS PRE oh CRUE ME oh eu tee eye an 15,360,802 | 
TOAD ssc Sea ce ENA Sect renal Meander renee a's 16,079,736 es || 
Fy ae Pen eer s Rel A Aerio atone Golaritia coe hab aoe 14,610,095 | 
iS GS eer” Tee aparece he leracbare pro CeO GLty ors. ear centre 13,063,653 | 
OLA Sy oe eaten i sue cig nrorar Mite cbentts Sachets lobe yoke ete Te sea eepeen ys rena Bere 13,406,618 } 
MOA Ee soc oacee cece. cece See eee ce soles we ip eote neuen Nok sneneue tet emamie © keaebel dhe 12,997,038 } 
VOAG tec 2a tie org thas tin sede ieratetie ie dovemohictetel ps ehen Nantagame be Wg wiae teas 10,382 .691 | 
CY We eae ironies ORIEL Wr oa omy career Orcp dsp Abeer o. 5.0% 9 Lh saab 13,826,357 | 
Five weeks ended January 31, 1948 .......----+-++e-s: 1,241,123 te || 
Four weeks ended February 28, 1948 ....-..++.-+-++---- 1,143,097 
Four weeks ended March 27, 1948 ......-2++-e-++seeees 1,091,230 | 
Five weeks ended May 1, 1948 ......-+----e+-seer ees 1,423,095 oe || 

That would show production in Montreal Cottons ranged from 94 million 


to 114 million pounds in the pre-war years, ranged from 13,000,000 to 16,000,000 | 
during the war years, and ranged from 10,300,000 up to 14,000,000 since the) 


war. i 
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Q. You can spare this pencil copy, ean you?—A. Yes, I might need it, but 
_ I can give it to you afterwards. That completes the yarn figures for the three 


oe Fs 


129,285.812 
114,418,400 
107 530,955 
145,536,369 
163,192.708 
200,720,320 
187,172,804 
152,954,511 
140,204,808 
134,670,642 
129,411,164 
120.406,855 


02.859 
7,674 
3,968 
6.941 


he | 


5.0) 
4,7 
4,5: 
5.4 


me 


: 


e : 

_ companies. 

j Q. Will vou go on with the woven fabric figures, please?—A, 
. 

q DOMINION TEXTILE COMPANY LIMITED 
1 Z Statement of Broad Woven Cotton Fabrice Production 
¥ Denmalynded *olet March: 4087 Aa) in soe ce ies csc datos 
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That shows that in the pre-war period we produced from 107,000,000 to | 
— 129,000,000 yards a year; during the war it ranged from 140,000,000 to 
~ 200,000,000, and since the war from 120,000,000 up to 134,000,000 yards a year. 
_ That is woven fabric off our own looms. Before the war we imported and 
_ finished—I do not know whether you want that? 


& Q. Yes, please—A. Before the war, in addition to our own production, in 
the year 1939 we imported 412,204 yards for finishing purposes. I do not know 
_ that I have the exact years. This is the highest. In the year 1944 we brought 


in 36,453,000 pounds. That is the highest importation during the war years, and 


_ since the war in the year 1947 we brought in 35,290,000 pounds for finishing 
purposes. That was to supplement our own production. 


4 


Cotton Company Limited. This, of course, includes woven tire cord but not 
x rayon and not tire cord that goes out in the form of combs. A certain amount 
of our tire cord from Drummondville is shipped to the rubber companies in 
packaged form wound up, and they process it from that form. 
bination of tire cord and duck for the most part. 


3 


; Then I have a statement of cotton fabric production of the Drummondville 


This is a com- 


DRUMMONDVILLE COTTON COMPANY LIMITED 


Statement of Cotton Fabric Production 


Yards 
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That indicates that in the prew 
million yards up to 3-7 million yards; during the war from 4:1 million yards to 


6-5 million yards, and since the war from 5:5 million yards up to 6 million yards 
per year of woven fabric at Drummondville. 


Name of Company: THE MONTREAL COTTONS LIMITED 


Date of fiscal year end: December 31 
SALES YARN PRODUCED. ; WOVEN FABRICS 


ar years our production ranged from 2:3> | 


Cotton Mixtures otal PRODUCED 
Lbs. Lbs. Lbs. Yards 

TER Oe ea artoke: mad or 2,101,501 4,362 2,105,863 31,127,518 

POLO Pe ead sary eye 2,341,746 61,484 2,403,230 36,215,795 

TGA re a ere niger nts ,109,099 146,543 3,255,642 42,405,543 4 
a Kay Ae Oia ese ac etans 1,790,935 153,549 1,944,484 43,235,936 & 
OAD iS Beem tga ers a8 1,159,649 85,037 1,244,686 _ 40,896,627 cf 
1948 ie Se ioeobeietee ne! 879,474 123,582 1,003,056 37,996,265 = 
TOMA RE Fale mesons ete.» 1,260,972 201,226 1,462,198 37,515,530 
AREY. Ee Sukocnt yin Seales neat 1,537,684 117,635 1,655,319 35,223,228 4 
WOAGre Secuene © here aati 1,233,922 224,324 1,458,246 28,823,697 

VOR ieee ee ase 1,720,283 224,954 1,945,237 36,924,281 

5 weeks Jan. 31, 1948 190,764 15,847 206,611 3,422,750 

4 weeks Feb. 28, 1948 153,595 19,081 172,676 3,359,455 

4 weeks Mar. 27, 1948 141,965 24 053 166,018 3,121,658 

5 weeks May 1,-1948 167,806 25,203 193,009 3,817,149 


That shows that in the pre-war years we produced from 30,000,000 yards up 
to 37,000,000 yards; during the war from 43,000,000 up to 52,000,000 yards, and 
since the war from 30,000,000 yards up to 39,000,000 yards a year. 

Q. I am not sure about that 52,000,000 yards. It does not seem to be right. 
__A. Tt does not seem to be right. Let me see where I got that. I put those down 
before coming over here this morning. 

Q. It seems to me your highest year was 43,000,000 in 1941.—A. Yes, | am 
sorry you want woven production. I had ‘neluded in that 52,000,000 some goods 
we had on commission finishing, so that the top figure there in the war years — 
should be 43,235,936 yards. That completes the cloth production figures for the 


three companies. 
Q. Thank you, Mr. 
bers of the committee as 


connection with absenteeism in the plants. 
you said you could produce some information for the committee. Are you able — 


to do that?—-A. Yes, I am; I have some figures here that I think will be useful. — 
In response to the chairman’s question on Thursday 
on Saturdays our absenteeism ran as hi 
carefully, and we cannot get a figure as high as that. 


1 FRae 


iF 


Gordon. There was another matter on which the mem- — 
. . . a = 
ked you to produce certain information, and that was m 


The highest we can find 


is 39 per cent on a Saturday shift. | 
Pi | 


} 


By Mr. Fleming: & 
Q. Over how long a period?—A. That would bea particularly bad week. 
That is not an average x4 

Q. That is a peak?—A. That is a particular Saturday. 


-. Q. Have you any figures as to averages?—A. I have figures that give a wide 
or broader picture than that. 


By Mr. Winters: 
Q. What plant was that high figure in?—A. I think I can tell you that. Th 
was at our Mount Royal branch in July of last year on a Saturday afternoo 


‘ 
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The question was asked, and I think “i 


I mentioned that I thought | 
ch as 50 per cent. We have checked that | 


4 | 


; 
; 
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a ually the second shift on Saturday afternoon, which I suppose would be the 
vorst one of the lot. The chairman also asked on Thursday for figures during the 
_ week, and these are figures that are averages over considerable periods. 


By Mr. Dyde: | | 
-- Q. _Is that in tabular form?—A, Yes, it is. . 
QQ. Would I be able to hand to the reporter a copy of the table?—A. Yes, I 
think he could have one. This is the average absenteeism. We have divided the 
week into different portions for the sake of showing different effects. On this 


table we have the middle of the week, Tuesday, Wednesday and Thursday, the 
first shift which starts at 7 and quits at 3.30 in the afternoon. 
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You can see that as we get into the summer months it is a little higher 
for one reason and another. There are more reasons to take a holiday out 
of the mill. 


By Mr. Beaudoin: 


@. When you say for one reason or another, what are the main reasons? 
—A. To go fishing, to see a baseball game or take a day off and go for a drive, 
or whatever it may be. 


- rrr ee oe es - 


By Mr. Fleming: 


a 
i Q. Or to go to a political pienie?—A. I am speaking of the summer months 
_ as compared with the winter months. 


.,  (— + 
Ty 


By Mr. Beaudoin: 


Q. There is no penalty imposed by your firm?—A. Well, they do not get 
paid if they stay out. 

Q. It makes no difference to your firm whether these people go fishing? 
—A. It does make a difference to us. 

Q. What do you do to correct the situation? It seems to me there is 
great tolerance on your part?—A. Well, there is not a great deal you can do. 
I suppose in more ordinary times if it was pronounced or repeated absenteeism 
by the same individual he would be warned that he could not keep on doing 
that sort of thing, and he would lose his job. 


~~ 


By Mr. Pinard: 


Ef Q. You do not do that now?—A. You cannot so much nowadays. We want 
7 the help too badly; we cannot replace them. 
= Q. Does that apply to all plants?—A. Yes, it applies pretty well all through. 


. figures are fairly indicative figures. 


Se 


By Mr. Dyde: 


Q. Would you just define for us “the summer of 1947”; how many weeks 
or periods did that include?—A. I do not know exactly. My impression is 
| est it would be June, July and August probably; roughly that period, but 
-Thaven’t got the months down here. T just put down on this table the summary. 
Q. Would it be fair to say that these months are the months when the 
_ incentive to be absent. is likely most pronounced, when the weather was most 
favourable, and so on?—A. Yes, that is right. 


|e Mr. Winters: Do these figures of vours include people who stay away 
4 Bee pout saying anything to anybody as well as people who are in the higher 
brackets, such as foremen and supervisors? 


|. ‘The Wirness: Yes, it includes everybody out on the shift for one reason 
or another. Quite a few of them are out because of things like a funeral or 
oa wedding or for some particular reason. 


By Mr. Beaudoin: 


a Q. Are these percentages applicable largely to the lower-bracket_ employee? 
-—A. I don’t know. I haven’t seen it expressed that way. If I was just 
expressing an opinion I would say that the higher percentage are in the lower 
aid bracket; yes. But I have not any exact figures to give you on that. 

Q. Could you indicate to us the percentage as between male and female 
aployees?—A. Again, I cannot answer that because I haven’t the figures. 


By Mr. Dyde: ee 

Q. Does it include people who are absent through illness?—A. Yes. Here 
is a simple example at Merchants: 645 hands; 36 do not show up; of whom 
i2 were absent without reason that is explained here; 4 of the 36 without reason. — 
Then here is another mill, 444 hands with 23 absent and 14 out of 23 had — 


excuses. i a 
; 
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By the Acting Chairman: . ; 
Q. Would 5 per cent absent affect the average production of a mill?— 
A. That would depend on just what hands that happened to be. If they were 
key production hands performing such operations as weavers, or spinners, it 
would. It would depend on the type of employee involved—yes, it might affect 
production. On the other hand if they were truckers, or other people who 
probably could be spared for a day or two, it would not affect production 
materially. 
Q. Then the average production would not be affected by that?—A. No. 
It would depend on what job they were doing. 


Cee ee ee en ate A ene ae, a 


By Mr. Dyde: . 

Q. Then, have we got a complete explanation as far as we can get it of 

the dropping off in production? I do not want to misquote you, but I think 
that on Thursday you indicated to the committee that the main reason for 


> 


the fact that your production is not up as high as it had been was the labour 
conditions?—A. Yes. 9 

Q. Is there any other comment you wanted to make; is there any other — 
reason that you feel now should be mentioned with regard to your drop of i 
production?—A. At Thursday’s meeting I mentioned that we were trying to- 
step up the shift time to a basis of 40-hour week per shift; and the main reason — 
for the drop in production since the war years 1s the shorter week. That is_ 
an important consideration. I have had a table prepared to illustrate that and 


AP aK 


= 
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I am going to give you some figures from that table, if you think it would be- 
helpful. The table is as follows: M4 
DOMINION TEXTILE COMPANY LIMITED 4 

’ Schedule showing average number of employees working per week and the average number of 
hours each employee worked per week Z 


ere an ae eg ee me eae os 


4 


Average 


Average number of 

number of employees per — 

Average employees per Average wieek Da 

Calendar year number of wieek number of (51 weeks) ay 
employees per (51 weeks) employees per | allowing for — 

week allowing for wieek one holiday 

(52 weeks) holiday week (52 weeks) week PA 

‘be 

4 

OE es Bei er Patter 6,953 43-6 nid 
EO Ae ete Sage fede die snails caatate 8.634 47-4 = 
Poin apne te ae ae ART 9.132 48-8 od 
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ROTA er oe Coe te ee San cs 7.655 7.655 46-9 47-8 
Qi Reet et cte. bts caherin oie el Aoe"= 7.298 7.298 45-4 46-3 x 
OOM ey Ste, Be tao cist « Gesu Ses 6.912 7.047 45-4 45-4 - 
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Er 
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I think that probably would give you the picture of that. That is for t e 

Dominion Textile Company Limited. That, of course, shows that while we | 

have built up the number of hands to the pre-war level we are not working | 
; =: 
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q any more hours per week than we were during the war and we are down 
considerably from the average hours per week during the war where we had 
longer shifts. 

Q. What was it then?—A. 48 to 50-hour shifts, and as high as 60 hours 
at night, in fact. 


By Mr. Fleming: 


Q. May I interrupt you for a moment? I take it that you are calculating 
on increasing the number of employed personnel all the time?—A. Yes. We 
have taken various steps to do that, Mr. Fleming. We have advertised. We 
_ have a recruiting office. The main trouble is, in the city of Montreal where 
we have these big weaving mills—I did not perhaps explain fully the reason 
_ for our relatively better production with varn than with cloth. That is because 
our bigger yarn mills happen to be outside of the city of Montreal—Mont- 
_morency, Sherbrooke and Magog, for instance. They are definitely better. In 
Montreal we have tried very. hard to build up this second shift; but, as an 
example, at Merchants branch, where we expected 645 hands on the first. shift 
_we have expected only 166 on the second shift, because that was all we had 
available. 

: Q. Have you any figures on the per man per hour productivity?—A. We 
worked them out. I haven’t them with me. We have our pounds per man hour. 
a Q. Can you give us the effect of that, the trend, if there is one?—A. Well, 
during the war it went up. There were technical reasons as well as human 
reason. 
¢ Q. I appreciate that—A. We got more production under certain conditions. 
Since the war I think we have gone off a bit on per pound per man hour. We 
are still better than pre-war; although, I would like to look at the figures 
before trying to answer too definitely. 
: Q. Well, like comparing post war figures with wartime figures, I suppose 
-you would say that all the mechanical factors are present in the post war 
period that enabled you to increase your per man per hour productivity during 
the war?—A. Are still present? 
s Q. Yes—A. Not quite, no. During the war vears we were running on 
heavier goods. You take with a weaver; of course, it is no more difficult for 
“her to weave cloth that runs three yards to the pound than it is to: weave 
cloth which runs two yards to the pound, and she thereby gets more poundage 
“off the heavier goods. There is that technical aspect to it. And that would 
Tun right through every department. So vou will see that for the same 
number of man hours you can make greater production on the heavier goods; 
‘in other words, that is a factor affecting the volume of production under certain 
conditions. And then, of course, the piece rates during the war rated really 
lower than they are now, particularly earlier in the war; and there was a little 
‘More incentive to keep production up than there is today, where they can earn 
heir level, on whatever they are wanting to take home, with less yards or 


‘pounds produced because of the higher piece rate. That is an important factor, 
-— 


’ 


= By Mr. Zaplitny: 


_ Q. Did I understand Mr. Gordon to say that the rate being lower—with 
‘Yates being higher after the war there was less incentive to produce?—A. Yes, 
that is it, strangely enough. That seems to be the way it works—that is human 
‘Mature 

_ Q. Would you say the same thing would apply to profits?—A. How do 
you mean? 


| 
= Q. Would you say that higher profit is less incentive to production than 
4 lower profit? 
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~ Mr. Freminc: Where they were operating under a ceiling that would not 
apply. 
the Wirness: I am speaking of the rate per hour in the case of wages— 
the rate per hour in its relation to the rate per pound or per yard and its affect 
on production; and I do not quite get the analogy to the profit picture. 


By Mr. Zaplitny: 

Q. Let us take the profit per unit or yard of production; would it be — 
correct to say that if there were higher profits per yard of production or per 
pound—whichever way you want to take it—in the industry, would they have 
Jess incentive to produce than if they had a lower profit per yard or per, pound? 
A. Well, it would depend on what your object was. If you wanted to make 
as much money as you could you would keep on going full blast, there would be 
no let-up. If you did not care whether you made any profit or not the result 
might be different. 

Q. But you are using two different yardsticks there at the same time.— 
A. No. Your profit incentive 1s different, I suppose. What happens in the 
ease of the employee, of course, is that many of them are content with a certain 
earning level and they do not think it is worthwhile to get beyond that. A good 
many of them could make a lot more if they wanted to. 

Q. And would you say that the same principle would apply to the industry — 
as a whole?—A. I do not see that it holds eood in the case of the industry. What — 
T said about the employees being satisfied with a certain level of wages apphes — 
to a good many of them, but of course it does not apply to all individuals. — 
There is a certain proportion of them who react that way. I suppose in the © 
industry there might be certain companies react in that way too. 2 

Q. You would not say though as a general rule that the lower your earnings _ 
the greater the incentive for production, and that higher earnings discourage — 
production?—A. As a general rule. = 

Q. Yes. Well, from your own experience in the industry, would you say — 
that that was so?—A. Well, it depends on taxation, that comes into it too. ? 


Mr. Fieminc: Hear, hear. 
The Witness: There are so many factors. T do not want to go into some-_ 
thing which does not relate directly to the subject we are discussing. The- 
worker knows the effect of the income tax just as well as anybody else. So 
does the industry. Of course, there is no excess profits tax now. During the 
war vears there was an excess profits tax, but I don’t think it held down our 


production, judging by the figures. “7 
7 

By Mr. Fleming: ‘_ , 

Q. Perhaps this question got a little farther afield than we started out 

to make it. I just wanted to be quite clear that I understood your answer to one 
or two particular questions. You were speaking about rates for piece work. | 
Now, I gathered the impression that the questions from that point on broadened 
out into pay rates in general. Was your answer intended to be on as broad 
a basis as that?—A. No. I was talking about production, and the effect on 
it of certain piece work rates. t 
Q. And the point of your answer then was, if I understood it correctly, 
that the effect of certain piece work rates was to discourage incentive—A. Yes; 
that is right, Mr. Fleming, on that point. P| 
Q. Would you just enlarge a little bit out of your experience with regard 

to the effect on production and on productivity of the ‘personal income i 
with deductions at source?—A. There is no doubt that the worker is affected. 
by income tax. He knows perfectly well where it begins to really take a bite. 
out of his pay envelope. Of course, that varies naturally with the rate of pay 
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and also varies with the individual circumstances of the worker; whether he is 
married with children, or a single man or a single woman. I would say that 
it has at present an effect certainly on the piece rate worker who is susceptible 
‘to income tax; and to some extent.it has an effect also—well, on the number 
of hours they put in. In some cases it is very bad—it may be a case like 
this, that a man knows he is earning enough per hour for his particular purposes 
that week and he is not going to be concerned in earning any more; and that 
applies particularly where it is piece work. 

(Mr. Maybank resumed the chair) 


i ee ad 


By Mr. Winters: 


Q. What would be the effect if you were to give them an increase in pay? 
Would you not increase production in that way? They are earning so much 
- money now and there is a certain amount of tax on it. Suppose you gave them 
an increase in pay, would not that make some change?—A. I don’t know why, 
but it has some psychological effect; particularly the amount which is taken 
away from him. He earns what he figures he wants and then he quits. 
@. Yes, we have the psychological. factor there with these people, in 
_ their not wanting to earn anymore than a certain amount of money.—A. That 
_ is true. There is certainly that fact, they don’t want to get any higher. That 
_ is not peculiar to our industry. When wage rates go up—there are certain 
_ classes of people; well, let us take the case of a girl of perhaps 20, 21 or she 
~ may be 19; living at home, who turns over practically all her earnings above 
_ a certain point to her family. She does not care very much how much she earns 
over $12 or $15 or $20 a week, whatever it happens to take. She gives the rest 
to the family, so personally perhaps she does not care very much whether 
she makes $30 or $35. There is that aspect to it. : 
3 Mr. Fiemina: Incentive is present in the case of a family which would 
not be there in the case of employees without that type of responsibility. 


- The Wirnzss: Yes, some are working simply to help their families. 


. Mr. Dyps: Mr, Chairman, the companies were kind enough to produce 
samples of the various products and I think that for the purpose of possible 
future examination into the secondary field that we ought to have the samples 
identified. I would like to identify, Mr. Gordon, the sample of unbleached bed 
_ sheeting produced by Dominion Textiles—and you may have to help me. 
_ There is a slight problem in how to exhibit these samples. I would like to 
_ have these exhibited and identified; and the first I have here is a sample of 
unbleached bed sheeting; style S49—73 inch width, produced by Dominion 
| Textiles. Mr. Chairman, in order to clarify this matter, the exhibits which I will 
file are referred to in the supplement to schedule B7 of report “B”. The first 
item is unbleached bed sheeting, style S.49, width 73 inches, manufactured by 
_ Dominion Textile Company and it will be exhibit No. 123. 


"e Exuipit 123—Unbleached Bed Sheeting, Style S.49, Width 73 inches, 


\ 


= Manufactured by Dominion Textile Company Limited. 


_ The Vice-CHarrMan: I do not know whether there is any way of shorten- 
ing the identification process but I do not think it will take very long in any 
event. 


__._ Mr. Dype: The next item is dyed drill, NN 33 (MD 99-31F) sanforized 
“blue, 31 inch width. The exhibit number is 124. 


he Exuisir 124—Dyed Drill, NN33 (MD 99-31F) sanforized blue 31 inch 
width. 
Mr. FLeminc: Are all the items labelled? 
The Vick-CHAIRMAN: Yes. 
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Mr. Mayuew: I was going to ask what you were trying to get at? Are ~ 
these samples of each year’s production with respect to the quality of the 
goods made? 

The Vice-CHaIRMAN: Yes, and there has been a statement on another 
document giving a general description. Mr. Dyde has already examined the | 
validity of such a description continuing throughout the years. 

Mr. Mayuew: These will be samples selected by the companies themselves? — 

The Vicu-CuatrMan: Yes, of those aticles described in the supplement to 
which we have just referred. 

Mr. Mayuew: On what dates were the samples taken? 3 

The Vice-CHAIRMAN: That has been covered. It has been understood 
that there will be some variation which indeed goes all the way back to the 


crop. 
Mr. Mayuew: There would be a variation even in a day’s production. 


The Witness: Yes, there would be technically a slight variation. 

The Vice-CuairMAN: On the other hand this is the sort of thing that can — 
serve as a sample when making a sale by a sample? 

The Wrirness: ‘That is right, Mr. Chairman. 

The Vicr-CHAIRMAN: We examined that situation to find out to what 
extent the samples could be treated as satisfactory comparative articles 
throughout the years, and of course it is understood that there would be some 
variation as you have said, but the sample is still of value for comparative 
purposes. . 

Mr. Fuemine: Was there any matter of trend in quality involved? 

The Wirness: No, the variation which I mentioned on Thursday was — 
simply splitting hairs as to the colour of cotton one year, and as to slight — 


pe 


differences that would not even be apparent in the finished goods. 4 
The Vicu-CHarrMAN: The description in the supplement to schedule B-7_ 

of report “B” is quite lengthy. 2 
The Wirness: Cloths are built to specifications. The cloth is built a | 
certain way with so many ends one way and so many the other way and the — 
yarns must run true to gauge just as does a wire. That situation is true year 
in and year out, basically. e| 
: Mr. Fipminc: The figures on page 10 of report “B” are completely com- 
parable figures under the three dates, January 1, 1942, September 15, 1947, | 
and April 1, 1948? | pl 
The Wirness: Yes. dl 

The Vice-Cuairman: Coming back to what was perhaps in Mr. May- | 
hew’s mind, these items have been mentioned many times and it is the. desire, | 
as we have samples, to make certain that the articles about which we haye | 
been speaking may be identified by a proper process, so that when particular | 
reference is made in our examination of the trade to those articles there canno =| 
be any misunderstanding as to what was meant when a certain term was used. 
‘Mr. Maynew: Yes, but I cannot see how it could work out because there | 
would be quite a variation. You might use the same number of yarns but the | 
thickness or the gauge of the yarn would vary. *| 
The Witness: It does not vary if we do our job well. 2 | 
Mr. Mayuew: Yes, I know that, but I also know what variation | 
you can get. ; 4 


Lee eee wah eae ae en eee 


¥ 
& 
a 


: 


¥ 


ae eae _ PRICES / 3553 
oe. se Dype: The next item is printed percale, tv M.S. 248-Glenwood, as 
produced by the Dominion Textile Companies. That article will be exhibit 125. 
 Exurprr 125—Printed Percale, Style M.S. 248-Glenwood, produced by 
Dominion Textile Company. 


: 
E 
4 ___ The next item is white flannelette, style M.S. 51 Angola. That will be 
_ exhibit 126. 

; 

4 


Exnisir 126—White Flannelette, Style MF 51 -Angola. 


The next item, Mr. Gordon, is cotton tire cord produced by the Drum- 
mondyvyille Cotton Company. 


The Wirness: Yes, that is the form it takes when it is sold on a cone and 
ds not woven. 


By Mr. Dyde: 


Q. That is style 990, as deseribed on schedule B-7 and it will be exhibit 127. 
Exutprr 127—Cotton Tire Cord, Style 990 produced by Drummondville 


Cotton Company. 


; Rayon tire cord fabric, produced by the Drummondville Cotton Company, 
described as style R.X. 944, rayon tire cord fabric, 60 inch width. That will 
, be exhibit 128. 


Exuisir 128—Rayon Tire Cord Fabric, Style R.X. 944, 60 Inch Width, 
produced by ‘Drummondville Cotton Company. 


By the way why is that called rayon tire cord fabrie?—A. It should ‘be in 
_the form of a piece of fabric but tire cord in the fabric is a most slippery and 
elusive sort of thing. It has hardly any weft threads and it is just a series 
of those cords lying parallel. It is 60 inches in width with a few interlacings 
and it would be a clumsy thing to handle. 


= Q. This is really rayon tire cord rather than rayon tire cord fabric?— 
ZA. Your exhibit is the cord itself which really constitutes the fabrie. The 
| ‘rubber companies take the weft out. They can use it that way, just putting 
the ends up in their own preem. , 

: Q. Is this the best form in which we can exhibit it for identification?— 
. Yes, I think that is a quite practical form. 

Q. The next item I see on the schedule is belt duck, produced by the 
Beer onaville Cotton Company Limited?—A. Yes, that is used. for conveyer 
belts. 


ad al ill ii ae 


Q. It is indicated as being style 6732, 50 inches in width, 32 ounces soft?— 
Yes. 


_ QQ. That will be exhibit 129. 
_ Exursrr 129—Belt duck, style 6732, 50 inches width, 32 ounces soft, produced 
by Drummondville Cotton Comnnany: 


_ The next item is fishing twine, manufactured by the Drummondville Cotton 
Jompany Limited, 15 medium seine twine, which will be exhibit 130. 
__ ExuHieir 130—Fishing twine, 15 medium seine twine, ssipc ie by 


Drummondville Cotton Company. 

Mr. Fremrinc: That was one item which was not circulated around the 

committee, 

_ The Vice-Cuarrman: Did you not get a sample of that? 

_ Mr. Frenne: No, I did not. 

The Vice-Cuamman: I will look in the drawer and see what stock I have. 
1441624 
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Mr. Dypvn: Mr. Gordon, we come next to the Montreal Cottons Limited and 
the samples produced by that firm. The first I have is white broadcloth, san- 
forized shrunk, JC 41-Grey, width 38 inches and it will be exhibit 131. 

Exuipir 131—White broadcloth, sanforized shrunk, JC 41-Grey, width 

38 inches, manufactured by Montreal Cottons Limited. 

The next item is dyed pocketing, light shades, VO-10-grey, width 393 inches. 
That will be exhibit 132. 

Exurerr 132—Dyed pocketing, light shades, VO-10-Grey, width 393 inches, 

manufactured by Montreal Cottons Limited. | 

The next item is dyed plain, Vicuna, number 13, class 3, colours. | 

The Witness: The word “colours” refers to the fact that there are three 
classes of light shades. : 

Mr. Dypve: The dyed plain Vicuna will be exhibit 133. | 

Exuupir 133—Dyed plain Vicuna, number 13, class 3, colours, manufactured 

by Montreal Cottons Limited. : 

The last article produced by Montreal Cottons is dyed satine, VS 5, and | 
that will be exhibit 134. . | 
Exuisir 134—Dyed satine, VS 5. 

| 


The Vice-CuarrMAn: The other samples are not yours? 
The Witness: No, they are produced by other companies, 


By Mr. Dyde: 

Q. Now, Mr. Gordon, there is one other matter which we were going to 
clear up and I think I am right in saying that in the report of last Thursday’s. 
meeting you felt there was one paragraph in which, for some reason, the answer 
is muddled. I am referring to an answer you made to the vice-chairman. 
There was a discussion as to “hedging” and the vice-chairman said: “Oh, I see, 
the orders are your hedge”, Then your answer to that question is not intelli- 
gible as it appears on the record and I think you would like to give an answer. 
this morning which we would understand?—A. Yes, but I do not know how 
intelligible this will be. What I was trying to say on Thursday, and what I 
thought I was saying was to this effect. The orders are a hedge up to a point. 
If you are over-bought on cotton you must use the future’s market to hedge 
the excess but you cannot hedge against an order because if the market went 
up you would be out of luck. A 
Q. You have with you this morning wage figures which I believe you are 
able to give the committee?—A. Yes. : 
Q. Would you please produce those and read them into the record?—A. Yes. 

On Thursday I was asked the wage figures for different groups of employees 
and I could only give an over-all figure, namely 75 cents an hour. The actual 
figures are as follows: males, 21 years and over, constituting 48-44 per cent of 
the working force, the average wage is 86:33 cents an hour; females 18 years | 
and over, constituting 32-30 per cent of the working force, the average wage 
per hour is 67-73 cents; males under 21, constituting 13-62 per cent of the 
working force, the average wage is 65:53 cents an hour; females under 18, 
constituting 4-09 per cent of the working force, 62-46 cents an hour. The 
weighted average over all groups is 75-18 cents an hour. . 


By Mr. Fleming: o 

Q. Is that the highest average you have ever had in the history of the 
companies? Are you at your peak now?—A. Yes, that is the highest, and it-is 
the current wage rates. ee 
Q. They are the highest in your history?—A. Yes. : 
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Ne By the Vice-Chairman: 

@. With what trade unions if any, do you deal?—A. We have two different 

unions. 

_  -Q. Are you now referring to all three companies or one of the companies, 
when making your answer?—A. I had better break it up by companies. The 
- Dominion Textile Company deals with two different unions in the case of the 

_mills outside of Montreal. Our contract with the Drummondville Company 

_ Limited is with the Catholic Syndicates, the Local concerned in each case—for 
instance there are Locals for the plants at Magog, Montmorency, Sherbrooke, 
and Drummondville. In the city of Montreal the Dominion Textile Company 

Mills have a contract with the United Textile Workers of America, which 
organization is affiliated with the A.F. of L. group. Montreal Cottons at 
Valleyfield have a contract with the United Textile Workers of America. 

Q. Those various organizations with whom you have contracts have 
been duly certified as bargaining agents under the law have they? Is there any 

such requirement under the law, because I presume it is Quebec law?—A, Yes, 

_ they are all under the Quebec Labour Relations Act. 

Q. Does the Quebec statute make provision for certification of bargaining 

_agents?—A. Yes, it does, Mr. Chairman. Those are the duly certified bargaining 
agents in every case, 


By Mr. Fleming: 


Q. Are all of your plants covered by agreements with certified bargaining 
" representatives?—A. I think our Ste. Anne’s mill in Montreal is not covered. It 
is a small unit and I do not think they have ever been organized. 
___ Q. It is the only one which has not been organized?—A, Yet. 


By Mr. Beaudoin: 


Q. How many employees would there be at that mill?—A. I think 1 ean 
tell you. I have not got the exact figure at Ste. Anne’s but one shift would be 
-Ttunning probably about 150 employees and there are two shifts running there. 
Probably the total would be somewhere around 250 because the second shift 
would be smaller. 

__ Q. When you say Ste. Anne’s, you mean Ste. Anne de Bellevue?—A. No. I 
“mean our St. Anne’s branch in the city of Montreal. It is an old mill, 
originally started as the Ste. Anne Manufacturing Company and we have kept 


By Mr. Winters: 
 Q. Do those figures on wage rates include all hourly rated employees? 
he the figures include all hourly rated employees and all employees of the 
plant. 

_ Q. Yes, but does it include foremen and gang bosses?—A. No, foreman 
are excluded, it is just hourly and pieceworkers. 

_ Q. No charge hands or gang bosses?—A. No: 
Mr. Lesage: Are there leading hands included? 
- The Wrrness: There are leading hands working in the print works—work- 
‘Ing practically as labourers. 


By the Vice-Chairman: 


 Q. Just to distinguish, you would describe a leading hand as one who is 
_ Working with the others but who has a certain supervisory or directing capacity 
as well as doing work himself?—A. Yes, it is another term for a straw boss. 

~ Q. Now you mentioned two different unions. What is the proportion of the 
Strength of the two of them? You mentioned the Catholic Syndicates and the 
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AF. of L. You have contracts at one place with one organization and at 
another place with the other organization?—A. The Catholic Syndicate in 
Montmorency has 2,000 hands; the Magog Cotton Mill and the Magog Print — 
Works have about 2,100 hands; the Sherbrooke Cotton Mill has about 1,200 © 
hands; Drummondville at the present time has I think about 1,800 or 1,900 
hands, but I do not know just what that total would amount to. The United 
Textile Workers of America in the Montreal mills have at Hochelaga some 800 — 
hands on the two shifts; Mount Royal has about 700 hands; Merchant’s have 
about $50, and the Montreal Cottons Limited at Valleyfield have about 2,700. 
I have left out the Ste. Anne’s mill because I am not sure whether they are under — 
that contract. . 

Q. It looks like the Catholic Syndicates have the largest number of repre- — 
sentatives?—A. Yes. 

Q. The figures would indicate that. 

Mr. Lesage: I have added the figures and there are 7,200 in the Catholic 
Syndicates, and around 5,000 for the other union. 

The Witness: Yes, that would be about right I would imagine. 
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By Mr. McGregor: 

Q. With respect to the Ste. Anne plant can you tell us how the wage rate © 
compares for those 250 workers as compared with other places and wage rates? — 
—A. Yes, I do not know how the average would work out, but we pay the same ~ 
rate for the same job in all the mills. ; 
Q. Whether the workers belong to a union or not?—A. Yes. The rates are” 
standard. A worker on a particular job in the Ste. Anne’s mill, a spinner or a 
card tender, or any specific job, is paid the same as the worker on the same 
job in Hochelaga which is about a quarter of a mile away. 
Q. The point I wanted to make is that in the light of the fact you have 

said there is no union at Ste. Anne’s— s 
The Vice-CHamrMANn: He has not said that specifically. He is not certain 
whether they have a contract. . 
The Wrrness: I have been told by my associates that there is no contract. 

Mr. McGrecor: The point I am making is whether you pay the same 

rate whether you have a union in the shop or not? € 
The Wrrnuss: Yes, and we did that before we had the union. It has been 

the company practice right along. ‘ 
_ The Vicz-CHairMANn: Each person will draw a different conclusion from the 
fact which you have just stated. 4 
! 

By Mr. Lesage: a 

Q. The rates you have given, Mr. Gordon, are the basic rates or take- 
home pay rates?—A. The figures I gave you, sir, are the earnings expressed - 
in totals. : be 
Q. That is the take-home pay?—A. The take-home pay, by the hour. — 

Q. Including piece work?—A. The average earnings for these groups by the 
hour, including the effect of overtime where there is any.  - 
By Mr. Zaplitny: : 

Q. Do you mean by take-home pay, after taxes are deducted?—A. No, 

we did not take off the tax. That is what they earn before deductions. a 
The Vicr-CHAIRMAN: They did not endeavour to make a distincumle 
between basic pay and that which was earned, I think, Mr. Zaplitny. 
Mr. ZaPLitNy: Yes. i 
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4 Mr. Fiemine: Then we should not call these earnings take-home pay at 
all. It never gets home. 
: Mr. Zapuitny: No, it is not the take-home pay. 
The VicE-CHAIRMAN: In the schedule rates, do you see; the amount that 
_ was recorded in the pay cheque. It takes into account some overtime. That 
_ was the distinction, and that is what the witness meant by take-home pay. 
Mr. Zapuitny: That would be the gross earnings. 
_. +The Vice-CHarrMan: I mean, if the representations of Mr. Winters get 
_ consideration, that is what would be in his pay envelope. He would not take 
_ it home; but, according to Mr. Gordon’s definition that would be the take-home 
pay on the basis on which they figure it. 
Mr. Zarpuitrny: Mr. Chairman, I was going to ask Mr. Gordon if the 
average over-all wage rate given is 75-18 cents per hour—if I heard correctly— 
Mr. FLEMING: That is the weighted average. 
The Wirness: 75-18 cents exactly. 
4 Mr. Zapuitny: I wonder if Mr. Gordon could tell us if he has a compara- 
_ tive figure in line with that for the textile industry in the United States, one 
} which could be compared with these rates. 
The Wirnxss: It could be procured. I haven’t got it, Mr. Zaplitny. I 
4 imagine such a figure could be obtained. 
a The Vick-CHAIRMAN: Well, we would not, of course, ask Mr. Gordon to 
_ get it. You are not suggesting he get it, but if he had it would he give it to you? 
- . Mr. Zapritny: I was only asking if he had it. 
@ The Witness: No, I haven’t got it. 
i Mr. Zapuitny: I would like to ask one or two questions of a general nature, 
if I may, Mr. Chairman. 
The VicE-CHAIRMAN: Yes. 
:] _ Mr. Zapuirny: In connection with these three companies; including 
_ Montreal Cottons Limited and the Drummondville Cotton Company; I under- 
_ stand they are fully owned subsidiaries of Dominion Textiles. 
> The Vicr-CuatrMAN: I think that has been covered, Mr. Zaplitny; you 
will find the answer to that in the record. 
f Mr. Zapuitny: That may be. I am sorry. 
4 The VicE-CHaiRMAN: Of course, the witness may answer, if there is no 
_ objection. 
4 The Wirness: The Drummondville Cotton is wholly owned. Montreal 
_ Cottons is not. Montreal Cottons is a separate company, has its own president, 
- managing director and so on. 
4 Mr. Zapuitny: It is not a subsidiary? 2 
The Witness: It is a subsidiary, in that we have the control of the 
— common stock. 
= Mr. Zapuitny: Now, Mr. Chairman, I have another question which may 
_ also have been answered. Is there any objection in my asking it? It relates 
_ to the net earnings of these companies. 
‘The Vice-CuarrMan: I think that has been covered quite fully. 
Mr. Zapuirny: If I remember correctly, it has not been answered yet. I 
m not going to quibble about it. I only wanted to get this on the record, 
4 The VicE-CHAIRMAN: I was not even suggesting that you were quibbling, 
_ but I thought perhaps the questions on that point were asked when you were not 
_ present; in which case I was going to say that I thought it had been pretty 
_ fully covered. But I may be wrong about that. It has been covered, but it 
{ ay not have been fully covered. You are at liberty to ask. 
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By Mr. Zaplitny: 

Q. I think my question can be answered in one word. Is there any com- 
petition in sale or price amongst these companies?—A. The Drummondville 
Cotton Company is out of the picture because it makes technical products. It 
has nothing to do with the other two mills, so you get no competition there. — 
As between Dominion Textiles and Montreal Cottons; the products, again, are | 
not identical. Montreal Cottons are on a finer quality of product. I would ~ 
say that where the Montreal Cottons are nearly in the same general picture as — 
Dominion Textiles would be in cloth for shirting, but the Montreal Cotton 
price is set independently of the Textile price. We do not try to throw the 
business one way or the other. 

Q. Then I take it there is no attempt made at competition there?—A. I 
think it is competition; each is trying to get the best sale they can for their own. 
particular product, and the best price they can. I do not know what you — 
call that. 
Q. Your previous answer would indicate that there is no competition — 
because of the different fields in which they operate—A. Well, a man has — 
choice, the buyer makes his choice as between quality produced by the one — 
mill and that produced by the other. It depends on which he considers to be — 
the best value for his particular purposes. Everything is competitive. In a — 
particular class the Montreal Cotton price—say that J.C. 41 broadcloth, that : 
may be affected by: certain things and Dominion Textiles products by others. — 

Q. Mr. Chairman, would you permit me to ask questions in connection 
with the net profits of these three companies as compared over the years? 

The Vicu-CHAIRMAN: There is no objection at the moment. If it goes 
on to another point that has been pretty well covered you won’t mind it 
being pointed out? 

Mr. Zapuitny: Not at all. 


By Mr. Zaplitny: : pe 
Q. The figures I wish to refer to are the summaries of net profit of these — 
three companies for 1936 as compared with 1941, and-for 1947 and 1948. Itis © 
not made up in any statement given to us. This is my own computation. I 
would just merely like to point this out, that in 1986, the net profit of the — 
three companies appears to have been about $1,716,000—and I am using my ~ 
own figures—in 1941, it appeared to be $2,877,000; in 1947, $2,265,000; and — 
in 1948, for what period we have, at the rate of $3,508,000. Now, that would — 
indicate that there was a rise in profits from 1936 to 1941, then a drop from — 
1941 to 1947, and then again a rise in 1947 and 1948. Would Mr. Gordon like— 
to comment on the reason for that rise, the fall and the rise again?—A. I don’t 
know—this is what the three companies earned, you say? 
Q. Yes, a summary of the profits made.—A. Taken from what source? ; 
Q. They are taken from the statements given to us. I think this is — 
in report B. :  : 
The Vice-CHAIRMAN: Is that a factual statement, Mr. Zaplitny, or in — 
accord with the record? That would be something that would have to be — 
settled in our minds first, I believe, before witness comments on it. Isn’t that _ 
right? - 
Mr. Zaruitny: If there is any error at all it is a very slight error in mathe- — 
matics only. a 
The Vick-CHAIRMAN: Just in arithmetic only. $ 
Mr. Zapuirny: The figures have been taken from their own statements. — 
The Vice-CHAIRMAN: I am not disputing, or stopping you at all; I only — 
point out that the witness would have to satisfy himself as to the correct- — 
ness of your factual statement before he made any comment upon it. a 
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- The Wirness: I see what Mr. Zaplitny has done. He has taken schedule 
B8 and taken the figures reported on the questionnaire as net profit after taxes 
for each year and added them up for these particular years to arrive at these 
‘totals. That is what you have done, is it not? 
_ Mr. Zapiirny: Yes, for purposes of comparison only. The figures in| 
themselves are not particularly important. That is the trend. There was rise 
in 1936 to 1941; that is true; and a drop from 1941 to 1947: and there is a 
‘Tis¢ again and in 1947-48, also. What is the reason for that trend? 

The Wirness: 1947, was the last figure on this schedule, 
$ Mr. Dype: Where are your 1948 figures from? Schedule B8 seems‘to end 
with 1947. 
l Mr. Zapuitny: If you will refer for exemple to Montreal Cottons, the 
folder that was given to us separately for Montreal Cottons, and if you will 
‘go over the statement No. 1 on page 2, you will find figures there from 1936 — 
to 1947; and then, continuing on, you will find on statement No. 2, page 2, 
figures up to March 31, 1948. You will see them in the separate statements. 
for the three companies. I have summarized them for these particular years. 
_ The Wirness: We will then check that 1948 figure to see if it is comparable 
with the others. 
_ The Vice-CuHarrMan: Yes. 
The Wirness: Would you mind giving your individual figures? 
© Mr. Zapurny: For 1948? 
The Wirngss: Yes, that is the last one. 


Z By Mr. Zaplitny: 

— QQ. For Dominion Textiles, $2,810,891; Montreal Cotton, $41,336; Drum- 
tmondville Cotton, $296,027. Those are taken from the last column which shows 
the quarter ending March 31, 1948-—A. Yes. Well, assuming that those figures 
are correct, and they seem to be so far as we have checked them; 1936, of 
course, was not a particularly good year in the business. 1941—-we were 
Tunning into our war production and that $2,877,000 for the three companies 
combined is probably at 1152 on standard profits. 

__Q. Pardon me, just at that point; would that be before or after taxes?— 
A. This is after taxes, isn’t it? 

_ Q. Yes—A. That would be 70 per cent of the pre-war average. 

— Q. Would that 1941 figure not be the profit before price ceilings went on, 
* about that time?—A. March of 1941? 

Q. Yes.—A. Yes, most of it. 

—_ Q. Well then, would you continue your explanation?—A. The next year is 
1947, which in the case of Dominion Textiles would be March 31, 1947—is that 
the statement you used? 

__ Q. Yes—A. That would be a very large figure. There you are under price 
Ceilings and the 1152 limitation on subsidies there. Actually, of course, you 
have to compare the earnings of these companies under the subsidy program 
with earnings before the war, because it would not matter how much we made— 
ets see how I can explain this. While we were under subsidies we were limited 
to this 1153 profits, and-if we got the subsidies that we were entitled to that 
‘would have brought us up to let us say 130 per cent, but we could not in any 
ease go beyond this 1153 mark; so it had no relation to price, the price that we 
‘could have earned and drawn all the available subsidy that we could have got 
to make up for the deficiency on the overcharge on cotton—that might have 
shown a much bigger profit than we had, but that is what we were held to under 
these limitations. Do I make that clear, there was no effect on price? 

Q. Yes. If I may now, Mr. Chairman, relate this to the statement shown 
table B7 in report B, which shows the per yard price of textiles. For example, 
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the first item is unbleached bed sheeting—unfortunately we have not the 1936 
figure in order to compare it with those that we have. We had to take first the 
1942 selling price per yard, 27 cents, and on September 15, 1947 it is 49-8 cents, . 
almost.50 cents; and then we come to the 1948 figure where it is 61 cents; which, 
if you will follow it down on the other piece goods you will find it continued 
pretty much the same price, almost double 1942; and then 1948, it is appreciably - 
higher than 1947. Could we not conclude from that that ceilings and subsidies had 
the effect of holding down both the price on cotton goods and the profit—A. The | 
first price, that is January 1, 1942, is the control] price under the ceiling. So was. 
the price on December 13, 1947. The big rise there between those dates was 
while we were under price ceilings and is accounted for by the actual increase in 
the subsidies which followed the rise in the price of raw cotton from 11-4 up to 
27-2 per pound. That was all explained the other day, I think. And then, the 
subsequent increase from September 15, 1947, to the current price of 61 cents 
is the final jump from the subsidized price on raw cotton up to the market as” 
of that date. : 
Q. It also coincides with the period when controls were first removed.— 
A. Oh yes, controls were off at the time these prices were arrived at. That is 
the price we had to buy at. : ; 
The Vice-CHAIRMAN: Is that all? 4 
Mr. Zapuitny: That is all, thank you. ; 
The Vicr-CHAIRMAN: I guess that concludes for you, Mr. Gordon. Thank 
you. ; t 
The Wirness: Thank you very much, Mr. Chairman. ; 
- Mr. Dvpe: I should like to call the officers of Canadian Cottons, Mr. Chair- 
man. We could at least get them sworn and perhaps proceed a certain distance 
with them. ‘ 
(Discussion continued off the record.) : 
The Vick-CHaiRMAN: Gentlemen, it is approaching one o’clock. If these 
witnesses are identified and possibly a paper produced which can be mimeo- 
eraphed afterwards, that would be about as far as we will go, J fancy. If that 
is agreable all around, we will do that. £ 


Edward Carey Fox, President and General Manager, Canadian Cottons, 
Limited, called and sworn: a 


By Mr. Dyde: c 

Q. Would you give the committee your full name, please?—A. Edward 
Carey Fox. & 
Q. And your address?—A. 119 Glen Road, Toronto. a 

Q. What is your position with this company?—A, President and general 


manager. 


Q. Of what?—A. Canadian Cottons. a 
5: 

James Irvine Roy, General Manager, Canadian Cottons Limited, called 
and sworn: . 


By Mr. Dyde: : 
Q. Mr. Roy, would you give the committee your full name, please?— 


A. James Irvine Roy. 
Q. Your address?—A. 5552 Snowden Avenue, Montreal. e 
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Q. Your occupation?—A. General Manager, Canadian Cottons. ; 
Mr. Dypr: Now, Mr. Fox, I asked you to produce certain figures and I think 
you are able to do it, with regard to production. I do not suppose.you have 
those figures in mimeographed copies sufficient for the committee? 

Mr. Fox: No, I have not, sir. ; 

Mr. Dype: I am going to suggest, Mr. Chairman, Mr. Fox supply those 
now. I will have them mimeographed by this afternoon and we will be able to 
cover that particular part of our field much more rapidly. 

The Vice-CHairMAN: All right. 

: Mr. Dype: I should like to deal with that matter first, in the examination of ° 
these gentlemen. So far as I am concerned, I should like to get at that work as 
soon as possible. However, if there are any questions of a general nature which 
the members of the committee desire to ask, I will just stand down. 

| The VicE-CHatrMan: I think it would be best if we had those papers pro- 
duced and we adjourned until this afternoon. 

Mr. Dyne: I would also like to distribute the reports which this company 
‘has made. Perhaps that could be done before we adjourn. 

: The Vice-CuairMAN: Just wait for the distribution of the reports, gentlemen. 
; Mr. Dypr: Are you able to give those figures so that I could have them 
“mimeographed by this afternoon? I want the tables showing bale openings of 
Canadian Cottons for the years since 1938; cotton yarn production and all woven 
fabric production. Are you able to produce those figures? 

fe Mr. Fox: Yes. 

- Mr. Dype: Could you let me have a copy so I could get them reproduced? 

Mr. Fox: Yes, sir. 

Mr. Dyn: Give me first, if you will, the record of bale openings. 

__ Mr. Fox: That is by calendar years, as we put them into the Department of 
‘Statistics. 

Mr. Dyps: Then, your next schedule would be for cotton yarn production? 
-Mr. Fox: Cotton yarn production, year by year and for each month. 

Mr. Dype: Now, the schedule for fabric production? 

Mr. Fox: Fabric production and yarn which is, of course, included in the 
total yarn. 


Mr. Dype: I also asked you to bring certain information with regard to 
absenteeism, and if that is in tabular form I would also have it reproduced? 


ey Seeley eee 2 ee 


wa 


a Mr. Fox: I think I would prefer to talk to it, if I may, Mr. Chairman. 

* The Vicr-CHairMAN: That is all right. 

g : Mr. Dypk: Is there any other table which you wish to put before the com- 
“mittee? 

3 Mr. Fox: In respect of production, I think there is one which would help 


the committee to have a better perspective. I submit to you, Mr. Dyde, a state- 
‘Ment as of each of these dates, March 31, 1942 and September 30, 1942, being 
“six months’ intervals, showing the number of paid employees; the number of 
hours worked and the total mill production in pounds. I have taken two years 
since 1942 to show the trend of employment; the number of hours worked and 
the total mill production. I think that might be useful. 


Mr. Dypz: Could you let me have a copy of that so I could have that. 


rm’ 


) bi 
'Yeproduced also? 
ime Mr. Fox: Yes, sir. 


| Pes 
= Mr. Dyops: Is there anything else, Mr. Fox? 
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Mr. Fox: Not by way of anything you would want mimeographed. You 
may want to ask me about the construction of cloths, something like that. 

The Vice-CuairMan: Gentlemen, we have the material which will be pre- 
pared for this afternoon. We ean adjourn now, until this afternoon. 

The committee adjourned to resume again at 4.00 p.m. 


AFTERNOON SESSION 


The Committee resumed at 4.00 p.m. 

(Mr. Winters took the chair). 

The Actinc-CuarrMaNn: In the absence of the chairman, and the vice- 
chairman, we will start the meeting. 


Edward Carey Fox, President and General Manager, Canadian Cottons, 
Limited, recalled: 


By Mr. Dyde: 
Q. Mr. Chairman, while the documents are being distributed I would like to 
ask Mr. Fox to identify the samples which his company has produced. The 
first sample is denim, which I notice you speak of as being style 1442—A. That 
is right, sir. 3 
Q. That is the denim which is mentioned in the supplement to schedule B7 
and this sample will be produced as exhibit 135. . 
Exursrr 135—Denim, Style 144. 
Then, Mr. Fox, there is a work-shirting, spoken of as style C-36 and I 
notice the only difference is in the colour, is it not?—A. Yes. - : 
Q. That is also mentioned in the supplement to schedule B7 and I produce 
that as exhibit 136. : 
Exuiir 136—Work-Shirting, Style C-36. 
Then there is a ticking, style ACB and also referred to in the same supple- 
- ment, which I now produce as exhibit 137. 
- Exurpit 137—Ticking, Style ACB. * 
There is next a sample of cotton blanketing, which will be exhibit 138 and 
which is also mentioned in the supplement to schedule B7. 
Exuteir 138—Sample of Cotton Blanketing. 
Now, Mr. Fox, would you be good enough to turn to the documents which 
you produced today and the first document was a statement of bale openings 
From 1938 to 1947 inclusive, with the months of January, February, March, and 
April of 1948 also included. Those figures cover calendar years?—A. Yes, sir. 


5/6/48 
CANADIAN COTTONS, LIMITED 
Bale Openings 
(Bales of 500 lbs. gross weight) 
Calendar Year Bales Opened 
ADS teeth estates ibe eine) ete exojssbaresete fame oks Ts 35,006 
iT i WCE tn ANN | elted. GNU tree han ee 35,088 4 
MOAON soi os earacs shrcterahe lalle petovielio der oeetiisen sob ae aaia atelier heveurba eke 52,522 2 
Rey: eae ee ee Me Reo eryes At ie Ar ce riyrt Gastar Cue td 47,173 > 
19408 GEN. saetlen, « A ian Weds a ae RE ee aS 50,022 : 
iY. ee ee eee Eom Nea IRAE e415 > glam Orie o 44,123 
OV. 7: DA ra ae nme AUr AMIE Seen BREAN As es io cy NERDS Cone a 39,516 
VOD RS che Ae EEA re cing ate aedistatnie pe Incetalenenet sta ieee tobe te 36,511 * 
OE Gin eave ch Ua EARS EAS  <Patehe Barely tate ev ede Reprars eee de catol ee =e 40,684 
MOAT eke Sore etek asieke SY alate. Shale aercbstete teusts rateeeliceenereie te mencas 42,676 og 
1948 f 
ET AMNUATY. dc ast nied aan do ae oh on alee teens gets 4,060 — 
Jel Sra reh oder enka enricdn FACIE tats i tim onotwoo b-acc 3.831 ’ Es 
Mignibe fl kere aks O84 se ke ca Sat eel toe eee 4/364 ¥. 
PADI Tae Somsing) casyaesteas plains. te Sistem ere als wenke gates eee 4,377 if 
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_ Q. Those figures indicate the number of bales opened in each calendar 
year?—A. Those are the exact figures as submitted to the Department of 
Statistics. . 

__ Q. The second document which I have before me is a document headed 
“Canadian Cottons Limited, production, piece goods in yard (000’s omitted)”. 
The figures are for the same calendar years and for the same months in 1948 
aan a show the number of yards produced by Canadian Cottons Limited? 
—A. Yes. 


~ 


fj 
: 


5/6/48 
CANADIAN COTTONS, LIMITED 
- PRODUCTION 
7 Piece Goods in Yards (000’s omitted) 
Calendar Year Yards 
7 DURA e i See Me rs ee MG a eRe © im gee 37,874 
q HOS ON REIN, ree var LaPR NS CMP rte net He pre eR IW beds ee 37,053 
% OA ewe credence teteee ston cds, ssp REIa are EN Seeker ae, co 53,316 
ge a te hoe ie Sr ch eGR ba Ge CMR SOM cae ath en 49,223 
TE eT POET ME ca) Gok ane ee Rnd Rat CN Sa oR aa ae 54,238 
DOG scttesier ctturetcNon tie tae Reig eee acne ot OAs. what Peete ee oe 48,414 
OAR a ts Mateos cxcfoime els ancerercrae ut bees ian ec Moone 45,900 
URI Mle Mecca Oe sere ie OR Me TE Re Cr a CO a 45,390 
A DERE tae use tel Meer howe tat er tel Soa ANG Kae «ico iene here. os oi ee Oe 45,440 
Teo PT a wah Secchi Maes SIMCITY ICUS Is ea Oa 47,777 
1948 
SIGHS WA TY cess at Brut SYA SS SRR 0 aan ne peg 5,064 
EDL WAk vam cect tare eee at cre atom tr ar che kk 4,379 
Ia rchipe caesar spe cities, aie stent e OE ls eee ee ela ne 4,304 
Vali ONORE ym LORE eAIEe Pea SN aod A See Pen ee 5,683 
Sales Yarn in Pounds (000’s omitted) 
Calendar Year Pounds 
NOS SWEVe oecuer tase cece helo tralaeste CMe te eT atoiere atone see treet 2,658 
ES eet des ai Pate S FO CLA Ths og er ae Re AIR at a ee A 2,912 
MOAN pears cttepbacee Mace sex oer ape abatona one tite ctaresatn: Sheth volar stetobotate 5,004 
AOE 1 steers cS es aA A RON OE Gr oe an ARE tae ee 4,983 
TS OE ee Seek et ont tse eer 3 5c aca ce pe oe 4,377 
LOA UMS Pe atta eee Meas ns Peden tar etic titra c BTS owiehe ce eid criciss sa lgfis) 
OCA eter oie etre Wace ite Seem detect ck 7 fe ate hates 2,538 
D4 OM eae Sheba Set svereseherel craks ae eee area tN kee. aa cio oe musts 1,852 
Da = yas ES Nig ER LER ay tie 2 | be ak pt OO On Ca ARS 2,832 
ND Ail mai tastier teste tres Rasy che eer easicdre ore Coe meer 2,851 
1948 
PAULL VIVE RSMRE Meter i het ke esrel ace Shee os Se ok ho Sip hie Cans dal oe ES oreo 307 
EGU ULAT amare MOR i cesta Mace sisters. aces suk tous ets, Soot 266 
SaVicrrChigs. Meprstro Mts ata cieeat ae eee ls o SI eee ee eee 294 
SANT) UT es Mma SacRe ye teey Mer Tc WG Th Levert Ss. passin oe aioee 359 


Q. On the lower half of the page you have shown the sales of yarn in 
ounds with the 000’s omitted?—A. Yes, sir. 

_ Q. Now the third document is one headed “Spinning production” and this 
statement includes the yearly production in thousands of pounds for the same 
years and for the same months?—A. That is right sir. 
. June 7, 1948. 
CANADIAN COTTONS, LIMITED 

Spinning Production 


Weekly Average 
Yearly Production (50 Weeks) 
(1000’s of Pounds) (1000’s of Pounds) 
See cet P aN Sole talewh ohotes & Sica, ies ato ate 16,950 339 
SN Maen s tars irae ee wae tie 16,642 BES; 
EF otenet Svar ehue takai ail: ahs teh seleeeend 25,034 501 
SOLES ENT a) eke a ists: SIN ore heats 23.586 472 
We ster este, ace of Sasctrenea he sae ane anette 25,561 511 
fT AE ae, NORE Cot oS Re aie 22,457 449 
Sao elpietatatag eet stepie Sem eR ob opterenaes 20,900 418 
Br SVaveks ia tel ges cgpashals is “eheisder se haunt tans 19,951 399 
Ty BRR okey crOR he He erne Seed aad feene 21,739 435 part 
Gee Rew idd «her Maen 6 BOSS 22,678 452 a 
Basovers: Marte es hie Hee Qon 467 
ab rkdel dhetehe eeoaie ste eres: 2,041 508 
$e hele SACRE aia ee 2,009 501 
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Q. The fourth document which you produced is headed “Canadian Cottons — 
Limited employment situation”. = : 
CANADIAN COTTONS, LIMITED 


Employment Situation 


The following figures give in the second columu the number of hourly paid employees who 
received wages; the third column the number of hours worked for the week at the dates — 
indicated in the first column; the fourth column the total mill production in pounds for the 


same week. 


wy ss 


Number of Number of Total 
Employees Hours Mill 
Paid Worked Production 
March. 311,,.1942 — ces... oe 3.010 162,000: 570,738 z 
September 30, 1942 ......... 3,190 156,000 476,364 . Fc 
March 31, 1943 ..........+-. 3,080 152,000 472,448 4 
September 30, 1948 .......... 2,980 139,000 440,561 
March 31, 1944 ............. 3,060 144.000 ; 475,576 a 
September 30, 1944 (low)... 2,850 135,000 438,601 : 
Niamh 24 LOWS Se. cciereisiousl reeks 2,930 134,000 417,025 = 
September 30, 1945 ......... 2.950 136,000 408,429 3 
Maine Sik 946). te eet oe 3,190 145,000 435,848 # 
September 30, 1946 ......... 35.79 125,900 434,287 r 
Whanch (Si L04 7). eae cier 3,560 148,000 467,787 
September 30, 1947 ......... 3.575 149.000 423,473 2 
Mearclis- 200) 9489 i pecsacene reid) 4,020 169,000 533,699 : 


Here again, Mr. Fox, as we found with previous companies at which we 
looked, there is a falling off in production since the peak attained during the 
war. Then production does not seem to have by any means reached the produc= 
tion level of 1938-39 on the downward trend, so to speak, yet you are below the 
peak of war years. What is the explanation of the falling off in production 
since the war peak in connection with your comapny?—A. Really, Mr. Chair- 
man, it is a shortage of labour. I think everyone expected that after the war 
there would be a-bigger supply of labour for the ordinary peace industries, 
but the backlog of needs was so great that we simply were not able to get the 
labour to meet the situation in which we found ourselves at the end of the 
war. We were short of the more expert help at that time and we just could not 
build up our staffs with the rank and file of people. We had to train people 


+ 
a 


for their specific jobs and you will see that we have been picking up laterly. — 

Q. Before going on with that, 1 am going to refer to the fourth document, 
namely the employment situation and I notice that you say “the following 
figures give in the second column the number of hourly paid employees who 
received wages; the third column the number of hours worked for the week at 
the dates indicated in the first column; the fourth column the total mill produe- 
tion in pounds for the same week.” Now I look at that quickly and I find that 
the number of employees is quite high in 1946 and 1947. In fact, throughout 
1947 the number is higher than it was in 1942. There is not shown a higher 
figure in the number of hours worked—in fact that figure has dropped but 
the number of employees has increased. Would you look at that document 
and give us your comments on the labour situation?—A. I thought it would be 
of benefit to the committee to give a quick perspective by taking two weeks in 
each year, the end of the fiscal year and at the end of the six months perioc 
The figures represent a full week’s production. At the start we had 3,37( 
people and we were working a 50-hour week at that time and down t 
September 1944. Between September 1944 and March 24, 1945 there was a reduc 
tion in the number of hours worked per week. If I may divert for a moment I woulc 
just point out that we did not take the week ending March 31, 1945 because 3. 


contained Easter which throws the production out and so we took the furs 


week. Between September 1944 and March 1945 we dropped from 50 hours & 


48 hours per week and therefore to get the same unit output you would naturall; 
Brad 
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ave one more employee for every eleven which we previously had on the pay- | 

oll. That about explains the situation until you come to March 28, 1948, and 

there we have had an increase in employment. iy 
Q. Do you find it is now easier to get help than it has been in the past ?— 

A. Yes, sir, with the exception of the city of Hamilton. 

_ . You are not getting all the help there that you could use?—A. No, we 

are not. : 

c Q. Otherwise you are?—A. It is much easier—you asked me if it was 


easier—but I should explain that you cannot take all the help available but you 
must take is proportionately. We cannot take all unskilled labour without 
matching it up with the skilled labour. 

_ Q. What are your shifts in those plants?—A. We have a 44-hour week and 
e run two shifts. It takes two weeks to complete a cycle. One shift works 
hours and the other shift for the same week works 40 hours. In the second 
eek the first shift, which in the previous week worked 48 hours, works on the 
cond shift in the second week for 40 hours. The original second shift which 
erated during the first week becomes the first shift in the second week 
and it works 48 hours. The average for the two weeks is 44 hours. The 
ason for doing that lies in the Ontario laws. One shift works on Saturdays 
itil 3.30 p.m. and then it does not work the next Saturday at all. Everyone 
ts one free Saturday out of two and then, with respect to the second , shift, 
lose people are able to get their evenings off every other week. 

~ Q. When you say you are required to follow that procedure under the 
ontario law would you amplify the statement a little? What is the require- 
nt of the law?—A. We cannot work women past 11.30; we must let them 
it then. 

_ The Actinc-Cuarrman: I notice there are two plants in New Brunswick 
ould th same thing apply there? 

_ The Wirness: We work them just the same there, but not for the same 
ason, 

_ The Acrinc-Cuarrman: Not for the same reason. 


By Mr. Dyde: 

_ Q. Are you finding any difficulty in getting help for the plant in New 
Brunswick?—A. Yes, we are finding some difficulty. There is the same situation 
ere where we are short of expert help. We are seeking to train more help all 
e time. 

_ Q. Are you able to give us any idea of the number of people in the plant who 
€ present time are not trained and who are still under training? Would it be 
ible for you to give those figures approximately?2—A. I would have to ask 
lr. Roy to answer that. I could not answer the question intelligently. 

Mr. Roy: I do not think I could give you the answer to that. We are 


antly changing over and new people coming in. It would be pretty hard to 
at any one time. 


| By Mr. Dyde: 
_ Q. Your plant capacity, Mr. Fox, has not changed since 1942?—A. NG, sic 


_ Q. You have the same capacity for production?—A. That is right; we have 
‘mM some new machinery, but it is all replacement. 


- 
: 
? 
q 
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Q. Would 1942 constitute in your opinion your peak capacity as well. as 
your peak production?—A. Yes; you will notice our actual peak was in 1940. | 
- Yes—A. The industry as a whole was in 1942; ours was in 1940. | 


Q. In 1940 you were running pretty well at full capacity, were you?—A, 
Yes, sir. 

Q. That would be your hmit with the present plant, would it?—A. Yess 
about our limit. | 
Q. I have no further questions on that aspect of the matter. 


By Mr. Fleming: 
Q. May I ask the witness the same question I asked Mr. Gordon this 
morning, if there is any trend in the productivity, manpower productivity ?—A. 
There is practically none. According to our records it is the same. That is also 
hooked up with absenteeism. We did not study it scientifically at first. It was 
never a problem prior to the war. It was only then the situation became acute, 
but our absenteeism runs slightly over .6 per cent. That is covered by people 
who are away sick, people who are away with some excuse, and people who 
are away inexcusably. It is only within the last few months we have begun 
to break that down. Of those who work—and this is true since 1941—they 
are about an hour and a half per person on the average short of their regular 
hours. That is to say, you have got a 44-hour week, and of the number of 
people paid each week they average about 424 hours. It varies up and down 
from time to time. There is an hour and a half. The remaining 6 per cent 
is made up of those people who are away the whole week, and therefore not 
on the payroll. 
By Mr. Lesage: q 
Q. I notice on this form entitled “Employment situation” that for the 
period ended March 31, 1942, for a total of 162,000 hours worked the tota 
mill production was 570,000 odd?—A. Yes. £ 
Q. And that for the period ended March 20, 1948, for a total of 169,00€ 
hours worked the production was much lower?—A. Yes. é: 
Q. For a higher number of hours?—-A. And smaller productivity? 
Q. Yes—A. I think the explanation for that is this, that at the beginnins 
of the war we were able to make in our Ontario mill very large quantities 0 
sales yarn, could not carry it on to the fabric stage, and we sold it as sale 
yarn. You get a figure under those conditions that is higher. : 
Q. That is the only reason?—A. Yes. ; 
Q. It would not be the efficiency of workers?—A. I think that is a very 
subtle difference, the efficiency of the work. The efficiency of our workin 
people is about the same as it was. + 
Q. About the same now as it was’—A. Yes. % 4 
Q. Was there a time when they were less efficient, because you say ited 
about the same now as it was?—A. Well, we used to say S80, but our actua 
records do not show that. a 
Q. As a matter of fact, you have 650 more employees than you had 1 
1942 and yet your production is much lower?—A. It is on that one week. — 
have taken out those two weeks every six months, and on that one week iti 
quite true. Whether it would be true over the rest of the time I do not know 
Q. Of course, you can explain it by the fact that the workers work | 
fewer number of hours, a smaller number of hours per week now than the 
did in 1942?—A. Oh, yes. = 
Q. That would be one of the reasons for the increase in your cost, an 
consequently in the price, would it not?—A. Oh, it would add very mf 
because the take-home pay— a 
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. an It would add very much to the price?—A. Yes, it would add whatever 
_ that amount is, the take-home pay plus whatever increases in wages you have 
~ made. 

Q. The increase in wages and the reduction of hours worked certainly are 
_ causes of the increase in price?—A. Oh yes, without any doubt. ; 


By the Acting Chairman: 


:: Q. On this question of inventory reserve which we spoke about when 
Mr. Gordon was the witness, on schedule B-8-1, you show your inventory reserve 
and capital employed, net profits after taxes, and so on. Would you explain 
_ to the committee how you handle that matter of inventory reserve?—A. Yes, 
I will. I joined the company in-1940 as chairman of the board. Up to that 
time there was a system of setting aside inventory reserves very much on the 
_ principle that Mr. Gordon described except that we did not operate on the 
_ lifo principle, that is last in, first out, in. respect of our inventory, but they did 
_write their inventory down to certain levels. We were stil] working on the 
% basis of inventory, first in, first out, and that is the way we have kept it all 
_ through this report. After I came in I took all these reserves and booked them 
all, and then I wrote a common reserve: You will see the difference in 1947 
_ between $11,775,000 and $14,697,000 is $2,922,000. We wrote that right off 
~ all our inventory. It is on our books there are then it is deducted. 
© Q. The system you follow is somewhat different from the system followed by 
~ Dominion Textile?—A. That is right. We follow one lump sum, but I may say 
_ taxes are all paid on it. 
F. Q. I wonder if you would explain to the committee very briefly just what the 
nature of your operations are in the New Brunswick plants?—A. One is a pure 
~ cotton mill which is at Marysville outside of Fredericton, and the other one was 
a gingham mill up until the time the ladies decided they would not wear gingham 
any longer. Then it became a struggle to keep it open. They had a very very 
_ bad struggle in the 30’s, I might say. I think probably had I been in charge I 
_ might not have had as much courage as my predecessor had. Anyway it was kept 
_ open, and then we began experimenting in rayon and rayon and cotton, and rayon 
_ and wool mixtures, and it has developed along those lines. 
é Q. You saved one maritime plant then?—A. I did not; my predecessor did. 


a Q. Do you have any figures on the production and number of employees in 
_ those plants?—A. There are about 700 in each one, between 700 and 800 in each 
~ plant. 


—  Q. Are they mixed, male and female?—A. Oh, yes. Our proportion for last 
week is 58 per cent male, and 42 per cent female on the broad percentages. 
P _ Q. Would you say that again?—A. Fifty-eight per cent male, and 42 per cent 
_ female, is a cross section of our employment last week. 
| Q. There is one striking point here, that cn the front page of your annual 
_ report it shows the companies listed, and four of the companies are in Ontario 
_ and two in New Brunswick, and the head office is in Montreal. Why do you have 
| an arrangement like that?—A. It starts back before 1892 when the criginal com- 
_pany had its office in Montreal. In the wholesale trade everybody came to 
» Montreal in those days, not to Toronto, and they still do not ecme to Toronto to 
buy. They come down to Montreal. Cornwall is fairly near Montreal. We have 
not any plants in Quebec at all, just in Ontario and in the maritimes. 
‘The Actine Cuarrman: Are there any further questions of this witness? I 
“guess that is all. Thank you very much. 

t 


Te: 
| By Mr. Fleming: . 
—_ Q. May I ask one question? Speaking of the cotton textile industry as a 
| whole, what do you say whether it is or is not an industry in which keen competi- 
tion prevails—A. Very keen competition prevails. Are you going to talk about 
_hormal times or abnormal times such as the war? 

 14416—3 
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Q. Conditions in general—A. I could take over half-an hour about that. 


That is not what you want. 

Q. I am thinking of conditio 
last couple of years, and more par 
A. There has been no competition 
a spindle and a loom had to work 


ns particularly at the present time, within the 
ticularly since ceilings and controls came off.— 
during the war because every country that had 
it as hard as they could. Since the ceiling came 
off there has not been time enough. There is a world shortage in textile goods. 
First of all there was enormous destruction of machinery in Europe, and that has 
to be replaced. Then there is an enormous backlog of demand. People are shert. 
It would not be fair for me to say that there is acute competition today. Ido not — 
think there is, but there is competition developing. We fix our price based upon ~ 
cost, and then we look at our customers, and we have to sell to a satisfied — 
customer, not to a dissatisfied customer, because we have to go back. Then we — 
look at the competition we have. Mr. Gordon stressed, and I can certainly con- q 
firm it in our business, that people can go to alternative choices in textiles. Take ¥ 
all these working clothes. They have three or four or five different kinds of work- 
ing clothes. They can take a choice of one made by one firm or another made by — 
another firm. Take your flannelettes and tweeds and things like that. We are © 
all out for the business. I hope to see the day when Canada can supply its own — 
textile needs. No civilized country can eet along without the textile industry, — 
and if we had not had the textile industry during the war to help us out as much : 
as we did it would have been too bad for Canada. We would have gone around ~ 
with a loin cloth. a 
—(Mr. Maybank, Vice-Chairman, resumed the chair). é 

5 


ee ee a ee a) ee 


ee, 


The Vice-CHatrMan: Are there any further questions? 


By Mr. Zaplitny: 
Q. On statement No. 1, page 1a 
increase in wages under costs of gales an 
Q. Statement No. 1 on page 1—A. 


under 1. k 
The Vicp-CHairMAN: The witness is saying there are no wages on his state- — 
ment No. 1. To which statement are you referring? 4 


Mr. Zapuitny: It is under the special preliminary questionnaire. ¢ 


Mr. Lesace: Statement No. 1. 
The: Wirnsss: Right, page l. 
Mr. Zaptitny: Yes, and in the middle o 
sales and expenses, on the left hand side. 
Just take two years. For example, it is h 


here are comparative figures as to the e 
d expenses —A. What statement is that? | 


There are no wages in my statement - 


FM 


Then there are comparative figures. — 
eaded “Labour” and then underneath — 


f the page there is a heading, costs of 


that is “Factory wages”. f 
The Wirness: I have it. ‘u 

By Mr. Zaplitny: x 

Q. Does factory wages refer to the word “labour” up above that?—A. Oh no. 

2 


I presume the auditors can explain that. Factory wages is the labour. & 
a 


Q. Is that the same thing? 

The Vice-CuarrMan: It has been left blank, has it not? oe 
Mr. Zapuitny: That is what I am trying to find out. a 
The Vicn-CHAIRMAN: Opposite the word “labour” you have figures, and then 
underneath it you have the words “factory wages”, and opposite them it a 
blank. I wonder if the whole expression is “Labour, factory wages”, and thet i 
the figures which are exactly opposite the word “labour” are the figures which 
apply to that phrase. Is that correct, the whole phrase is in there? 4 
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The Wirness: That is right. 
‘The Vice-CuarrMan: That is what you were getting at? 
Mr. Zapuitny: Yes. 


a The Vice-CHarrman: And then to follow up the next division is made 
“under office salaries. 

z 

e 


‘3 


Mr. Dype: I think it might be explained, Mr. Zaplitny, if you happen to 
have page 3430 of the printed proceedings where you will find that the ques- 
tionnaire reads “Labour”, which is a sort of heading, and then factory wages, 
Office salaries, selling salaries and executive salaries are underneath that. 
$ By Mr. Zaplitny: 
ns Q. The question I want to ask is that opposite labour for 1942 there appears 
the figure $3,797,000 in round figures, and in 1948 it is $5,744,000. Under office 
“salaries we have a figure for 1942 of $35,831, and for 1948, of $90,492. The 
percentage increase would appear to be very much more in the case of office 
“salaries as compared with factory wages. Is there any explanation for that 
‘discrepancy?—A. I venture to say office salaries have not gone up nearly as 
‘much as wages, but we have got a larger office staff. It takes a lot more 
people to service our business now than we had then. 

__ Q. That would represent a larger office staff rather than higher office 
“salaries?—A. Oh yes, definitely, 

- Q. Is the same thing true for executive salaries further down where there 
is an increase from $49,000 to $68,000?—A. You notice before I answer that 
that the $49,000 is low compared to the previous ones. It is entirely an increase 
‘In the number of executives. If it is any satisfaction I may say I get the same 
salary as my predecessor got in 1930. 


| By the Vice-Chairman: 

: Q. You are holding your own?—A. Holding my own. 

| 5 Q..I do not know but what you might very well turn that around and 
‘Say 


that you are getting the same pay as your predecessor got over a hundred 
Years ago—didn’t you say it was 1830?—A. Yes. 

| The Vicn-Cuatrman: Are there any other questions? 

: By Mr. Lesage: 


Q. I notice there is an increase in the cost of labour of practically 50 per 
2 nt in 1948, over 1942 for similar production?—A. Our labour rates are over 


: 
: 
: 


AB's 


200 per cent higher, Mr. Lesage. 


| i 

ae Q. 200 per cent higher?—A. Yes. You see, what you have to bear in mind 
's the same take-home pay for fewer hours increases the rate, and then on 
top of that there is the increase in the general industrial pattern throughout 
Vanada from year to year which we must follow or we wont get anybody. 


&. Mr. Freminc: Do you mean 200 per cent higher, or 200 per cent of what 
ey were? 


f The Wrrness: I always get mixed up on that, Mr. Fleming; the increase 


's two to one. 

3 The Vicr-CHarRMAN: Oh, it is two to one? That would be 100 per cent 
ugher, 

__ Mr. Freminc: What is the average rate of pay? 

Pr. Witness: $78.25 is our weighted rate. We pay the same rates as the 
pa We are organized into one union, all our employees are in the one 
and we just have the one negotiation each year. a 
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The Vice-Cuatrman: Mr. Fox, this morning I was getting information — 
from Dominion Textiles as to the union set-up. You were here and you heard — 
my question to them, did you not? : vs 

The Wirness: Yes. We just have the one union. We have six plants and : 
we have the same union in all of the plants, and we just have to meet once ~ 
a year for labour negotiations which includes all our employees. 

The Vice-CuarrMan: What union is that? : 

The Wrirness: That is the Textiles Workers Union of America—C.1.0. 

The Vice-CHAIRMAN: That is the third union which has been introduced. — 
There were two this morning and this is the third. 

The Witness: That is the official name. ¥ 

The Vice-Cuarrman: Thank you, Mr. Fox. & 

(Witness retired) : 

Mr. Dype: I would like to call Mr. Whitehead. 

s 


William James Whitehead, Managing Director, Wabasso Cotton 
Company Limited, Three Rivers, P.Q., called and sworn: , 


By Mr. Dyde: - 

Q. Mr. Whitehead, would you give the committee your full yname?—~ 

A. William James Whitehead. s 
Q. Your address?—A. Three Rivers, P.Q. . 

Q. Your occupation?—A. I am managing director. " 

Q. Of?—A. The Wabasso Cotton Company Limited. 7 

Q. You have supplied for the committe copies of the annual report of 194 y 
and also answers to the special preliminary questionnaire; and then I asked 
you to bring some further figures which you have done with reference to cotton 
production; and, Mr. Chairman, we are moving at a speed at the moment which 
has prevented my getting these mimeographed, but I think I have a good number 
of copies here and we could perhaps get along with the ones that Mr. Whitehead 
has himself prepared. The first statement is one showing the bale openings 
for the period from 1938 to the present time; and I think these bale openings 


that you have shown are for the calendar year in each case?—A. Yes, sir. @ 
Q. The statement is as follows: : : 
The Wabasso Cotton Company Limited B 
Three Rivers, Que. q 
HOUSE OF COMMONS B53 
SPECIAL COMMITTEE ON PRICES . he 
TEXTILE ENQUIRY ! 
$4 
Bale’ i 
Openings 
Bales a 
1938 Calendar Year... 2. s.e.nsceecde sewer esweecwe cect seeereens 39,227 
1939 “ GAT A ESP NAT 8 Ti eg ee ae ete Oe 38,498 
1940) F ON OE ine ey ce TERE SaaS a enehs eu chateipucregeteleterses orameras 45,468 
1941 < OMe RH ris euch arian Cheer Serine Hence tot a Pe Sef SEAS 47,919 
19421 rt OTe oh (8908 ees aM Ue al avtele ia eT o HeneM, ees oll veers Shor son eee A 43.463 
1943 CONT APALEE yok SEA nenerckn faite Sapa eats ek eens ota iat Sie oem 35.168 
1944 Sa Oe IO ORES 0. Ud Gk ROORIG POO Tigi 29.955 
1945 “ cf en Be PIE Wate OBrien chs duce SEL Src RON (90ND Oka 29,517 
1946 es Che RG el Ee, Oa Se ete ame aetiotare eee. Ja ieeat penal 29.035 
1947 e LEE? Se ie, MPC te tars one trict yee a yi OR BOS ee 0 25,097 
TOA Waris CD WeOKS) oo oc coe cy pnve wk nie ae aero nua aie eee es io oo neem 2.100 
Gab « (40-Weeks) aa o0 facia bls Bleu ices «sas eRe pe en 1.899 
Thaler slg") arate che tele) vba cote lover csien = loops weheden seaaecetopbee Traian 2.086 
Aepel (Bimwreekea aca este aeons ane is enals Fis eee eye aa Oa ae a 2,071 
May. (4 weeks). sc .<0-ecbece ene fees ee ebis etnies oe sweat cs 2,001 
At etho ura vel Ole wististee deteh wtaiste nisi s Pres Paty an AO 23,084 


7th June, 1948 
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__ Q. So in your case bale openings are materially down from pre-war, are 
they not?—A. Yes, sir. 

—_ _Q. Well now, before I ask you for an explanation of that perhaps we 
might go on to the other production tables that you have been kind enough 
to prepare. The next table which you have prepared for the committee is 
a table headed, “cloth production (yards)” for the same period. It reads as 
follows: 


; ~The Wabasso Cotton Company Limited 


te Three Rivers, Que. 
oe HOUSE OF COMMONS 
& SPECIAL COMMITTEE ON PRICES 
3 TEXTILE ENQUIRY 
& Cloth Production 
bg (Yards) 
_ loeeC alend an wVientae aes erat t Cera cd Ree ROT es Re ee 55,526,112 
en 1939 pi FeO no CREAT CORA ar Ie pint) en ee ES 50,428,659 
ba 1940“ Braet epoch men nartnt yn, ANNs ga ae 59,095,340 
& 1941 4 sb hh ete wee. eyriet aes Be Popt Beate eee CMe ENC ete 96,384,032 
- 1942) a SeAPRN craters EOE sd otn eRe ok OST Sage ne 48.215 .952 
1943 ef Pe eat ae TEE MeCN eR casas sea tite 3% i see A 38,376,525, 
1944 ¥ ace caer Ae ote ee ERTL, ome FO eo ane eae 33,603,463 
1945 “ WED icoack OP IGP Bees Taser Os oe RL ee ae ae 31,528,212 
1946: iy Rat Pe fener OMe mas LAI oh crn's Sich cxcter of keer Dts ee 30,969,680 
1947 Ee Sa ANE Cae oe AEA MENS et Pattee mS jon ae ae Feared 26,953,258 
MOAS Me aniee (OF WOCKS) thts tec ere em Sete oe ee ee ae eee 2.509.271 
er W CLR Wels) Tait. occn sorters toate cd ahs ite eed a Se 5 oneal 2,199,550 
Mar n(eayccka Manone cc owe eee nit vical eee 2,168,987 
EA DRS DGC CR SIN tact nbaly-Meacate ree reels eee Pe oe tire TA a 2,793,539 
Mayatinweeks ie teeth cuts We ade tee ae. Rha ORE Oe 2,157,566 
BETLNS Tabet Olas ts cicle eaee Ee ieee ior Be Sane an 26,883,873 
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ae Then, Mr. Whitehead, I am looking at the table on yarn production, which 
és as follows: 


Three Rivers, Que. 


HOUSE OF COMMONS 
SPECIAL COMMITTEE ON PRICES 
TEXTILE ENQUIRY 


Yarn Production 


(Ibs. ) 

1938 Calendar Year....... SPE ORG ASR Gee reer ter epee ne rina ee AA 3,163,666 
1939 Ge PS Bags Set PAS NAD I oe int Be ol A Pa RS ingen GMa are ars CARS 3,766,470 
1940: a3 Oe SoS OReS. SLO LTO ee Se ae RAI ae ee 4,307,131 
1941 ve Sch eC ate. Sec tgecenr eee dee Sh Moers ee Meare Hit eR MeN, 4,811,919 
1942 a NL PROM Rite she toy sociale tae Fie Oe ICT eo 4,317,001 
1943 se Seat a a Se Sue ha coll eccteree One SOE ae Re 3,666,649 
1944 f leis Ranbetcs «ta rctnn ake: ois vai tie ay sene beaten OAs Stele TB 3,642,129 
1945 “ SOMES, ididce ra Sr oi ie pean Ith ID Sn wea mara Car Eoarp ets Seni 3,739,191 
1946 F PGR ag oP ER Cea ats oa eee eae CRT On Oe 3,668,817 
1947 BY ES ee Peres Pei tee cts a Ee ER Dros nb ao 3,061,034 
RDA eh eAIeN (MO WIEEKE)n Rectte aerate torah ct sosta os puli cneeote Semekehet pabhe store See 280,527 
Hebe We ek) Fie tec tens erst ensliogets oo oeitcs dt trehe totam ionete 208,779 
VT aa rese OL VIC GIRS) clot gs, oe Rtane SEs ree Sener sina os tea te ea ne ee 193,705 

FA Dice (Oe WES) Rein aed anc ts Hicciutats te oe tices wes ea ahr, PSEA see o 296,834 

[NE siya CAR We OLE): a.crerstanesabdloieiaine feta ork sl oadtalss uabep @ tebe kan eich ey ake 243,804 

BU Ube. PAbe: Ole tacsciciw saeteton tio ces oa Piet iting oe eee 2,781,020 


7th June, 1948 


938 to 1941, we built up to our maximum peak working 24 hours a day 6 days 
a week. In 1941, we touched the top efficiency that we had ever reached. 
With the opening up of the war industries near us and without the protection 
selective service we just dropped all the men on our third shift within a very 
t period of time, it just became a period of time until we had to close 


- 


7 
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down that third shift, which accounted for a drop of about one-third in Sarl 
production. . Gradually during the war there was a falling off with the opening — 
up of a bomb factory over at Canada Iron, and the girls also left us, with © 
the result that we gradually went from a peak of 1941, and there has been ; 
a steady falling off of the number of employees on our payroll. At the close 
of the war in December of 1946, we were having so much trouble running the — 
shift on Saturday afternoon—we swing the shift then—that we found it was 
necessary or advisable to close up the Saturday afternoon shift which caused 
a further drop of 8 hours per week. 
The Vice-CHairMAN: Closing off the shift in the afternoon; how does that 
effect an 8 hour loss? 
The Witness: That was from 3 to 11. : 
The Vicu-CuarrMAn: Oh, I see, that stops in the morning and goes on 
to 11 o’clock. | 
The Wirness: We have also lost a considerable number of days’ work. 
During the war, at the peak, before the war, we calculated on 308 days per 
year; today we are working 268 days a year; which is translated into a loss” 
of approximately 3,000 mill working hours per year. Efficiencies have dropped 
from a peak of 92 per cent to somewhere between 70 and 80, where they 
fluctuate at the present time. E 
Mr. Dypr: I think you might elaborate on that as to what you mean by that. 
Mr. Lesace: What is that? imi a 
The Wirness: That is the workers’ efficiency. ; 
By Mr. Dyde: : 
Q. How do you arrive at that?—A. By the rate the pick production varies. 
Q. Do the number of picks produced vary—when you spoke about 92 per 
cent, what does that.mean?—A. That is the possible. i 
Q. That is the maximum possible?—A. _Yes. - 
Q. That was the highest you ever attained?—A. Well, the possible, the 
highest we ever got was I think 94 per cent. . 
Mr. Winters: That is with continuous operation of the machines 
The Wirness: That is with continuous operation on an automatic loom— 
figuring on losses due to breakdowns or webb changes. . 
Mr. Winters: To what would you attribute that drop in efficiency? 


The Wirness: Inexperience. 


2 5 
5 
. . 


; 
By the Vice-Chairman: Fi 

Q. Would you translate that into terms of units of production; let us 
say unit production per worker, or per anything?—A. It could be translated 
into pounds per machine. f; 
Q. You have not done that?—A. We don’t do it, but it does not really 
mean anything because of technological changes in the plant which may bring 
up your man hour efficiency, which may improve your efficiency. od 
Q. But some of the technological changes may even improve production: 

at a time when human efficiency might be going down?—A. That is right. jl 
Q. Has there been any increase in efficiency due to technological changes 
over the past few years?—A. Yes, we have had considerable improvement in 
the pounds per unit per machine, due to machinery and operation changes. 
Q. But expressing your efficiency in the manner that you have done; that 

it, as such and such a percentage; that obviates any need to consider whethei 
there is a technological change or not, because that indicates a relative efficient) 
reached in your production operations?—A. That indicates the actual possible 
production, or the actual production of the machinery during the working hours 


| 
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pes Q. Well, the fact that the machinery is bettered—there is no need to make 
any adjustment in the figures in the sort of index that you have given us?— 
ea, NO, sir. Ly 


By Mr. Lesage: 


~—  Q. Is not one of the main causes of this drop in efficiency the fact that 
3 your rates of pay are lower than others in the industry?—A. Our rates of pay 
' are equal to if not higher than those in the Three Rivers area. For male labour 
we match up very closely if not a little higher than with the trades collective 
: labour agreements. We do not equal the paper mill wage which is considerably 
_ higher than any other wage paid in Three Rivers. 

= Q. And that is the main industry in Three Rivers?—A. That is the main 
industry in Three Rivers. 

; Q. How do you compare with Dominion Textiles? Are your rates the 


~same?—aA. According to the evidence which Mr. Gordon has given we are 
_ apparently very close to their rates. 


a 


Q. 75 cents?—A. Our weighted average is 71. But in taking into account 
the weighted averages the average hourly wages of the men also had to be 
taken into account. Dominion Textiles is a considerably larger company than 
ours. They have larger machine shops and other departments, and a considerably 
_ larger number of their personnel are paid higher wages as compared to those 
paid in our plant. You see, we have only a small machine shop. 
— Q. But you haven’t got anything on labour with you?—A. We don’t have— 
~  Q. You don’t have any figures; you could not give us the average for 
~ skilled workers only, apart from the skilled labour like in your machine shop? 
_ —A. I am afraid I do not understand. 


Mr. Winters: I think Mr. Lesage wants to know what are the rates for 
_ textile workers as apart from machine shop personnel such as machinists, and 


The Witness: A machine fixer gets as good a wage as does a machine 
shop man. 


Mr. Lesace: He does? 
The Witness: Yes. 


. By Mr. Winters: 
'= Q. Do you have a piece work system also?—A. As far as possible it is 
_ piece work. 
___ Q. Are your base rates comparable to those of Dominion Textile Company 

Limited?—A. The hourly rates? 

= Q. Yes?—A. Yes, I think they are comparable to the Dominion Textile 
tates. The starting rate for boys and girls of 16 on shift work is 435 cents an 
hour. The starting rate for boys and girls on day work is 374 cents an hour. 
_ Q. So the fact that the earnings are not quite as high as Dominion Textile 
Limited would be attributable to the lesser efficiency?—A. Not necessarily. The 
government recognizes territorial differences. 
_ Q. In establishing the basic rates?—A. Yes, we have 11 mills outside of 
tities whereas they have mills inside the cities and that effects the hourly rate 
averages. 

Mr. Lesage: You are not in the same zone as Montreal or Quebec? 

The Wirness: No, we are in zone 2. 


_ Mr. Lusace: The basic rates are lower than in Montreal and Quebec. 
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By the Vice-Chairman: 

—Q. Are we to understand these rates which we have been hearing have some 

legislative basis?—A. No, they have no legislative basis except that normally in ~ 
the smaller towns in the country the cost of living or the cost to live is not as 
high ag it is in the city localities. 
What is the significance of saying that the government recognizes 
different rates?—A. In the ordinances, in their collective agreements, and in the 
building trade agreements, they have a different schedule of rates for the cities 
as compared with the country areas. 

Q. By reason of that being the case the rates are not out of line but it does 
affect you?—A. Yes, it affects our average rate when compared with the rates 
paid ‘by somebody else. 

Mr. Lesace: You have collective bargaining agreements with the Catholic 
Syndicates? 

The Wrrness: We have a collective bargaining agreement under negotiation 
at Shawinigan but at Three Rivers they are at present asking for certification. 


ee eee ee 


sr ee: 


By the Vice-Chairman: 
Has there been any certification of a union?—A. At Shawinigan the 
Catholic Syndicate has been certified but at Three Rivers it has not been 


certified. 
Q. You have been without any certified bargaining agent?—A. Without. 


any certified bargaining agent. 


Ue an Tier Petts ee ee 


Mr. Prnarp: Is the Catholic Syndicat the union in Three Rivers also? & 
The Witness: Yes. _. 

\ 

By Mr. Dyde: * 

Mr. Whitehead, has your plant at the present time a capacity equal to — 

that of 1941?—A. It is larger. ar 
Q. So that you are even farther away from your capacity than you were 
then?—A. Yes sir. 2 
Q. Would you care to forecast the future? Is there any way in which you — 


are going to reach capacity or going to improve your 
e have a rather strange situation in Three Rivers. During — 


ean judge whether you 
production rate?—A. W 
manufacturers employing — 


the war years there was quite an influx of secondary 
female labour, without the equivalent increase in the heavy industries, with the — 
result that female labour is very scarce sn our area. In addition we feel that . 
at this period we are suffering somewhat from the depression years of 1930-33 _ 
and the effect of the birth rate during those years. The over-all total of persons — 
available—especially the younger people leaving school—is not as high as 1b” 
might possibly be at a future time. 4 
Q. Is there any movement away from Three Rivers?-——A. No, there is no” 


movement away from Three Rivers. 7: 


» 


Mr. Lesace: They have a new bridge. 2 
The Vicr-CHatrMaANn: There used to. be a story to the effect that Three” 
Rivers was the best place to get triple births. - 
Mr. Dype: While we are on that subject I think you might also produce 
another document which you have prepared on the question of absenteeism. — 
This is a statement in which you have set, forth certain figures on absenteeism. — 


* 


By Mr. Lesage: a 
Q. Mr. Dyde, could I ask Mr. Whitehead whether there is any collet 
agreement in force in Three Rivers between the Catholic Syndicate and yo og 


company ?—A. Not at the present time; they are awaiting certification. © 
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QQ. They have asked for certification from the provincial authorities?— 
‘A. Yes. 
-___-Q. Do you oppose that application?—A. We are going to oppose it. 
Bt Q. Is there any special reason for your opposition?—A. It is slightly 
personal. 
~ -Q. Well I do not want to be out of order, but as a matter of fact most of 
your employees in your mill are members of the Catholic Syndicate?—A. Yes. 
; Q. The majority of them?—A. They claim a majority. 
: Q. Are the others members of any union?—A. No. 
Q. They are not?—A. No. 
. Q. That is the only union which you have in the mill?—A. Yes. 

Q. And you are opposing certification?—A. Yes, for personal reasons. 
i Q. Perhaps that is one of the reasons why the workers are not much satis- 
fied and why efficiency is going down? Perhaps it is because of the kind of 
labour relations which you have?—A. The relations are not being affected by 
this particular incident; it is more a matter of principle. 
Q. That is not what I was told? 

Mr. Fiemine: I suppose we could safely leave that issue to the Quebec 
Labour Relations Board? 
. The Vick-CuatrMan: I beg your pardon? 
___ Mr: Fiemine: I suppose we could safely leave that issue to the Quebec 
Labour Relations Board? Is there anything that affects price? 
_ The Vicr-Cuairman: I think the question tended to indicate a possible 
reason for lack of production. 


* 
4 


to Mr. Lesage: Exactly. 
__ The Vicn-CHairman: And therefore I think it is probably germane 
although perhaps it is a little far away. 


. By Mr. Lesage: 


9 Q. There is a certain dissatisfaction among your employees over this 
-MInatter of belonging to the Catholic Syndicate?—A. The dissatisfaction to the 
extent to which you have been informed has only come about during the last 
few months. 
_ Q. That is what I have heard and it is during the last few months that 
your efficiency has been going down?—A. Yes, but our efficiency has been 
going down very rapidly in the previous years and it is not just an occurrence 
of the last few months, but there has been a drop in the production in the last 
few years. The condition about which you have been informed has only existed 
since January. 
QQ. Yes, since January—just the last few months?—A. Yes. 
¥ By Mr. Dyde: 

_ _Q. I would now like to refer to this statement on absenteeism, Mr. 
Whitehead. 
- THREE RIVERS DIVISION 

i Absenteeism 


J 


a Number Number Number 

| absent absent absent 

ae 7-5 7-3 3-11 
shift % shift % shift " % 
Goh cs. SBOE ory aes 8 2-1 16 3-4 15 3-4 
Seats iho orsteahiakts es & 9 8 2-1 15 3-2 16 3-7 
aed ors oy atistean cea Stel uct SAAT s 9 2-4 20 4-3 14 3-3 
SS a oh ie i eee 6 1-5 20 4-3 20 4-6 
Retaeebal srecere Go Raeeerene tke 7 1-9 15) 3-2 26 6-0 
Bieta s “eeais 3 “7 46 9-9 2 “4 
aol Mar eacee tame 2-0 5:9 4-4 

Help Required 
Males ccs tats ee ee 83 


3576 SPECIAL COMMITTEE 


~ SHAWINIGAN DIVISION 


Absenteeism 
Number Number 
absent absent 
= 3-11 
shift % shift % 
NAY cae tel OA Se wrocsy ria, fiat «ene oft oles. Me reaous 9 4.9 10 6-2. 
Mlaiye De O48 ict oce cate cttis shareauel ers 8 4-4 18 11-2 
RVs ISAS Geena cee es dae 8 4-4 11 6-9 
Bayi Diy OAS oat. nee aaalopara ls ecenccapes 8 4-4 13 8-1 
DVLA Sip OAS eis reicaies. siele eira ee ries 9 4-9 17 10-6 
INTE Al al By SoS ty 2 aan eicrsciiy 19 10-4 15 9-4 
Average for tthe week ...........- 6-4 ee Oe | 
Help Required 
Maleshc etic cinedes tevaterers 0 
i aeral (ce Seemed OC 32 


The dates at the left hand side of the page refer to what particular period?— 
A. The report refers to a typical week. 

Q. Oh yes, I beg your pardon, I see that they are all figures for the same 
week. You have chosen that week starting with May 24 as a typical week with 
respect to absenteeism?—A. Yes, sir. 

Q. Have you checked it with other weeks or are you able to say that it is 
a typical week?—A. It is absenteeism that exists practically every week of the 
year. The variation from week to week is very small. 


Mr. Lesace: Is the absenteeism higher this year than it was last year? 
The Wrrnsss: It is about the same. 


By the Vice-Chairman: 


Q. Why was that week chosen and how was it chosen?—A. It just happened 
to be the last week, Mr. Chairman. 

Q. Would that be about the time the questionnaire went out?—A. No, ib 
was the last week we had on the record at the mill. : 

Q. At the time you were making this up? It is only a few days old now ?— 
A. It was obtained for my information primarily, before Mr. Dyde asked for 
the information. 

Q. Yes, and so when the information was asked for you just reached for 
the last figures that were available?—A. Yes. g 


Mr. Dypp: You will understand, Mr. Chairman, that I requested these 
figures following our adjournment last Thursday. 


By the Vice-Chairman: 

Q. In saying this is a typical week I infer from your answer that there was 

not any examination of the books to help you decide whether it was a typical 
week, apart from your own recollection as to the situation which made you 
decide this was a typical week?—A. No, I keep a close watch on the variations 
from week to week. It is running approximately the same from my experience. 
Q. It is your own recollection?—A. Yes, but the figures show it. Ed 

Q. Yes, you say so because of your recollection of the figures, but you did 

not at that time go back to find out whether this was a typical week? When you 
saw it, with the knowledge you have, you recognized it as a typical week. Is 
that the way this is to be understood?—A. Yes, sir. a 
Q. So its correctness is dependent upon your own knowledge acquired from 
day to day because you keep a rather close watch on that situation?—A. Yes. 


By Mr. Dyde: na 

Q. On the bottom of the page I notice you have a note “help required— 
males 0, females 32,”—what does that mean?—A. At Shawinigan we need ne 
men to fill up the shift but we needed 32 girls at the week-end. rt 


‘s 
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_ Q. That is at the end of that particular week?—A. That was actually last 
Saturday. , 

__Q. Yes, and do you happen to know how that compares with other recent 
weeks?—A. It is slightly higher for Shawinigan at the present time than it was 
four or five weeks ago. 

_ Q. Then at Three Rivers you have a similar note and I see the number 
of males required is 83 and the number of females is 208. I suppose that was 
_ also at the end of that week?—A. Yes, sir. 

: Q. How does that compare with previous weeks?—A. That is slightly 
higher than previous weeks. We have had a tremendous number of girls leaving 
_ since the Ist of June to get married and we have no one to replace them. 


e By the Vice-Chairman: 
____ Q. How does that compare with other Junes—the marriage month?—A. 
The end of May and June is always difficult. _ 
_ Q. That is your experience year by year?—A. Yes. 
Mr. Fiemine: It is a seasonal trend. 


The Vice-CHarrMaNn: I suppose that would be seasonal unemployment of 
this particular kind, would it? ; 


By Mr. Winters: 


4 Q. Would Mr. Whitehead explain the breakdown of the Three Rivers 
absenteeism and the shifts—7 to 5, 7 to 3, and 3 to 112—A. The 7 to 5 shift 
contains the day workers, the 7 to 3 workers are the day shift, and the 3 to 11 
figures are for the evening shift. 

_ Q. 1 do not quite get that. 7 to 5 figures are for day workers?—A. For 
day workers only. They work days all the time. The 7 to 3 and the 3 to 11 
shifts swing. 
~ __Q. That would account for the lower rate of absenteeism on the 7 to 5 
shift?—A. Yes. 


By the Vice-Chairman: 

__Q. Are they senior employees? Are they the older employees?—A. Not 

_ necessarily, but they are day workers. 

| _ Q. It is their luck to be on that shift and as it is the preferred shift there 

‘Is less absenteeism?—A. They are the preferred hours. The day work is the 
preferred work but those are converting operations. 


By Mr. Fleming: 

Q. Is it lack of labour that has been responsible for the decline in your 
_ production?—A. Mainly—altogether. 

Q. You have had a market for more goods than you have been -able to 
-produce?—A. For far more. 


__Q. If you had been able to increase production what would have been the 
ikely effect on prices?—A. Up to the present moment, I do not think there 
would have been any effect on our prices, unless we had succeeded in filling up 
the market. : 

—  Q. In other words your supply is still far behind the demand of the 
Market?—A. Far behind. 


__ Q. You would have to wait until you caught up and even expanded pro- 
duction would not result in decreased price?—A. No. 


: By Mr. Lesage: 
_ Q. You sell at the market price, independently from your cost?—A. Yes. 


3578 SPECIAL COMMITTEE ~ 


Q. What would happen if you could reduce cost by higher production? . 
Would you not reduce your prices?—A. We would reduce our prices. : 
Mr. Winters: That is not consistent. : 

Mr. Lesace: No, it is not consistent. You answered Mr. Fleming saying 
there was such a demand it would not have any influence on prices but now 
you are telling me that if you could reduce your cost by increased production— | 

The Wrrness: You asked a different question. 

Mr. Fieminc: Yes, you have added something there, Mr. Lesage. I think 
we are at cross-purposes with the witness. I was asking about supply and 
demand and the effect on prices and then you came along and dealt with the 
cost of production. 

Mr. Winters: The witness told you his prices were set by demand but now 
he tells Mr, Lesage that they are set on the basis of cost. 

Mr. Lesage: Are the prices based on cost or on the law of supply and © 
demand? | 

The Witness: On cost. 

Mr. Lesage: That is what I wanted. 


By .Mr. Dyde: 

Q. Before leaving the table on absenteeism, Mr. Whitehead, I notice that 
the absenteeism is generally higher at Shawinigan than it is at Three Rivers. 
The percentage rates seem to be throughout a bit higher at Shawinigan than at | 
Three Rivers. Is there any reason for that that you can give us?—A. There is 
no particular reason. There are as many reasons as there are absentees. ; 

Q. I wanted to know whether you thought there was any over-all reason 
why the rate should be higher at Shawinigan?—A. The mill is slightly smaller 
so the percentage would naturally be higher. 

The Vicre-CHaiRMAN: Would that be correct? 

The Wirness: More absentees in a small mill will bring the percentage up. 


“By Mr. Dyde: 

Q. But you have reduced it to a percentage and the percentage is higher? 
—_A. There is slightly more absenteeism in Shawinigan Falls, especially in the. 
afternoon. 

Q. Yes, I understand that and that is why I asked you whether you could 
give us any over-all reason but perhaps you cannot?—A. It is general. 4 

Q. Then may I identify, with you, the samples that were produced by the | 
Wabasso Cotton Company Limited. The first sample is a “Beresford” printed | 
pereale, 36 inches in width. Would you identify this piece of material, | 
“Beresford” printed percale, as being the sample described in the supplement | 
to schedule B7?—A. Yes, sir. =| 

Q. I will produce it as exhibit number 139. - A 

Exutsir 139—“Beresford” Printed Percale, style No. 2078. | 

The next item is unbleached factory cotton which has been described in the | 
supplement as style No. GC-2?—A. Yes. =| 

Q. I produce that as exhibit 140. . 

Exursir 140—Unbleached Factory Cotton, Style GC-2. 

Exuisir 141—Broadeloth, Style B227. 

I have no further questions. K 

The Vice-CHAIRMAN: If there are no further questions we will release you,) 
Mr. Whitehead. As there are no further witnesses for today, the meeting will 
adjourn until] the usual time tomorrow. S 


| 


The meeting adj ourned to meet tomorrow, June 9, 1948 at 4.00 p.m. 
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MINUTES OF PROCEEDINGS 


WeEpNESDAY, June 9, 1948. 


J The Special Committee on Prices met at 4.00 p.m., the Vice-Chairman, 
Mr. Maybank, presiding. 

___ Members present: Messrs. Beaudoin, Fleming, Kuhl, Lesage, McGregor, 
-Maybank, McCubbin, Pinard, Winters, Zaplitny. 

. - Mr. Fabio Monet, K.C., Counsel to the Committee, in attendance. 

= Mr. E. Knight, of Knight, Trudel & Company, Chartered Accountants, 
was recalled and further examined. He read into the record Accountant's 
Report “D” being report of information returned by companies primarily 


5 
4 


ae in the manufacture of artificial silk and nylon. 


; During proceedings Mr. Winters took the Chair in the temporary absence 
of the Vice-Chairman. 


At 5.40 p.m. witness retired and the Committee adjourned its public sitting 


to go into Executive Session, and to meet again in public session at a time to be 
determined during the said Executive Session. 


R. ARSENAULT, 
Clerk of the Committee. 
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MINUTES OF EVIDENCE 


Hous or Commons, 
June 9, 1948. 


The Special Committee on Prices met this day at 4.00 p.m. The Vice-Chair- 
man, Mr. R. Maybank, presided. 


The Vice-CuHairman: All right, Mr. Monet. 


Mr. Monet: Mr. Chairman, the plan to be followed in the textile investiga- 
tion was given in a statement made at the commencement which is reported on 
page 3392 of the evidence. At that time it was stated that the reports by the 
chartered accountant would be divided and that this division would be made 
between the three main heads of the textile industry, namely, cotton in the first 
place; artificial silk and nylon in the second place and wool in the third place. 

The primary cotton industry having now been dealt with, we will turn to 
artificial silk and nylon. Mr. Knight, the chartered accountant will give his 
report, following which I propose to have certain material brought before the 

committee in the way of statistical data. I then propose to call some witnesses 
from the industry itself. 
: I should like Mr. Knight’s report “D” to be distributed at this time. I may 
_ say, Mr. Chairman, that report “C” will be dealt with later, as I have just stated. 
I should like now to have report “D” distributed to the members of the com- 
_ mittee. This is a report based on information contained in the returns made by 
_ companies primarily engaged in the manufacture of artificial silk and nylon. I 
- understand, Mr. Chairman, it has already been decided as will be seen by glancing 
_ at page 3394 of the evidence, that these reports will be printed in the record. 
_ _ The Vice-CuHairman: “D” should be printed in the record the same as “A” 
and “B”’. 
Mr. Moyer: “C” is not filed. Now, Mr. Chairman, before I invite Mr. 
- Knight to read his report to which reference has been made, I have a few ques- 
tions to ask him concerning report “A”. 


Spee 


le 


4 E. H. Knight, of Knight and Trudel, Chartered Accountants, Quebec, 
 P.Q., reealled: 


By Mr. Monet: 


Q. Mr. Knight, on the last page of your report “A” there is listed the names 
_ and addresses of the companies which have failed to report or which had not 
reported fully by May 7, 1948. Would you tell the members of the committee 
_ how many companies listed on your report “A” were listed in the Dominion 
Bureau of Statistics as manufacturers of artificial silk?—A. Yes, Mr. Monet, 
there were four listed. 

y Q. Would you give the names, please?—A. Aux Tissages Francais Limited: 
’ the next is Consolidated Textiles Limited. The third is Duplex Textiles Limited 
_ and the fourth Iberville Drapery Mills Limited. 

: Q. Would you please tell the members of the committee whether since that 
_ telegram was sent to these companies they have answered the questionnaire ?— 
A. Those companies have now answered the questionnaire. 
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Q. Would you give the members of the committee your comments with regard 
to the information given by those four companies?—A. Well, taking the first 
company, Aux Tissages Francais Limited, we received their return and their sales 
volume is not very significant in comparison with the figures with which we will 
be dealing. 


By Mr. Lesage: 
Q. Who.signed the letter?—A. The letter was signed by Mr. Steinberg and — 


Mr. Rosen. | 
Q. Thank you.—A. Unfortunately, I think there is a typographical error— 


By Mr. Pinard: 

Q. In the name of the company? 

The Vicn-CHairMAN: These gentlemen from Quebec, Mr. Knight, are slightly 
sensitive over the ribbing they were getting because people with good French 
names insisted they would not speak French. I think they are struggling to get 
out from under that. 

Mr. Monet: I must say a questionnaire in French was sent to Aux Tissages — 
Francais and we were told it should have been in English. ; 


The Vicn-CHAIRMAN: That is what they replied. Now, Mr. Lesage and Mr. : 
Pinard would like to make out that the Jewish people are not quite as versatile — 
as they are generally credited with being. i $ 

By Mr. Monet: i 

Q. Would you continue, Mr. Knight?—A. I believe a typographical error 
occurred in the return of Aux Tissages Francais. I have sent them a telegram 
asking them for an explanation of the figure. I mention that merely for the — 
record. j 

Q. You have sent that telegram since receiving the information requested in ‘ 
the telegram sent last week?—A. Yes, that is right. # 

Q. What about the other three companies?—A. Well, Consolidated Textiles 
Limited report that Duplex Textiles Limited are a 100 per cent wholly own sub-— 
sidiary and consequently in making the report they have consolidated the figures; 
that accounts, therefore, for three out of the four. The fourth company, Iberville 
Drapery Mills Limited have sent in their return. That is my report on the four 
companies. S 

By the Vice-Chatrman: * 

Q. Is the production of that last mentioned company significant in the over- 
all picture?—A. I would not consider, if these figures had been incorporated in 
our report, any of the information which has been submitted would have been 
materially changed. ‘s 


i oa 
By Mr. Monet: 


Q. Now, Mr. Knight, referring to your report “D”, I understand this “poll 
is a condensation of the figures which you have obtained from the companies - 
through the questionaire which was sent and answered; is that correct?—A. Yes. 

Q. I wish, Mr. Knight, when you read this report you would explain to thé 
members of the committee whenever you think it necessary to do so, the relation- 
ship between the tables which you have prepared and the schedules attached 
to your report. For the benefit of the members of the committee, I would very 
humbly suggest that they be ready to refer to the schedules attached to the 
report which will be found immediately after page 14 and which are listed as 
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schedules D1, D2, D3, D4, D5, D6, D7, and D8. As requested, Mr. Knight, 
would you make any comments you wish to make as you go along in the reading 
of the report. ‘Would you proceed? 


By the Vice-Chairman: 
. The report is somewhat larger than the “B” report?—A. Slightly, sir, yes. 


REPORT “D” 


Special Committee on Prices, 
House of Commons, 
OTTAWA, Canada. 


GENTLEMEN,—This report deals with the Artificial Silk and Nylon 
Group of the Primary Textile Industry of Canada. Except where other- 
wise stated, this report has been prepared from information derived from 
questionnaires submitted by companies whose main business is the manu- 
facture of artificial silk and nylon yarns and fabrics. 

Attached to this report and forming part thereof are the following 
schedules: 


Schedule D'1:—Summary of Annual Sales and Operating Income (Artifi- 
cial Silk and Nylon Group), for the twelve years from 1936 to 1947 
inclusive. 
Schedule D2:—Annual Sales and Operating Income of Two Producers of 
Yarn (Artificial Silk and Nylon Group) for the twelve years from 
| 1936 to 1947 inclusive. 
: Schedule D3:—Annual Sales and Operating Income of One Producer of 
Yarn and Manufacturer of Fabrics (Artificial Silk and Nylon Group) 
for the twelve years from 1936 to 1947 inclusive. 
, Schedule D4:—Annual Sales and Operating Income of Nineteen Manu- 
4 facturers of Fabrics (Artificial Silk and Nylon Group) for the twelve 
; years from 1936 to 1947 inclusive. 


, Schedule D5:—Quarterly Sales and Components of Cost reported by Four 
° Special Companies (Artificial Silk and Nylon Group) for the twenty- 
/ seven months from January 1946 to March 1948, 

. Schedule D6:—Finished Goods Inventories Expressed in Terms of Quanti- 
3 ties, (Artificial Silk and Nylon Group) for the periods indicated. 
Schedule D7:—Unit Selling Prices and Components of Cost of Articles 
< Reported by the Four Special Companies (Artificial Silk and Nylon 
e Group) as at the dates indicated. 

"4 Schedule D8:—Capital Employed and Earnings of the Four Special Com- 
4 panies (Artificial Silk and Nylon Group) from 1936 to 1947 inclusive. 
r. These schedules are submitted in the same sequence as the information 
4 contained in this report. 

, SCHEDULE D1 

* This schedule shows total sales, operating income and the percentage 
"3 of operating income to sales for the twelve years from 1936 to 1947 
___- inclusive for all reporting companies in the artificial silk and Nylon group. 
> Figures shown as “Operating Income” throughout this report, represent 
= net income before deducting: 

as (a) taxes on income 


(b) interest on borrowed money and other financial charges 
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(c) inventory reserves ‘ 
(d) depreciation set up in the companies’ books in excess of the 
amounts allowed by income tax authorities 
and 
excludes investment income and profits or losses on disposal of 
investments and fixed assets. 


Schedule D1 shows that the average annual sales for the twelve year 
period, of all companies in the artificial silk and nylon group, amounted to 
$41,063,000, the corresponding operating income of $6,580,000, being 
16-0 per cent of the sales figure. | 


Incidentally, on schedule B1 you will observe the last figure in the first 
column under the heading of “total sales”, $41,063,000, and that is the source 
from which this quotation in my report has been taken. That figure has been © 
arrived at by taking the average for the twelve years shown above that figure, 
and the total for the twelve years is $492,759,000. The operating income figure — 
has been extracted in the same manner. p 

This schedule also reflects the steady growth, that has taken place 
during the twelve years under review, of this branch of the industry. Total - 
sales of all reporting companies amounted -to . $23,015,000 in 1936, as — 
compared with $72,989,000 in 1947. . 

Mr. Lusace: May I ask at this point whether the growth was general for 
each company? Did each company have about the same percentage of growth? 

The Witness: The question of the growth of the industry is quite a com- 
plicated one. There are many factors— 

Mr. Moner: If you do not mind, Mr. Lesage, we might let Mr. Knight ~ 
read his report and I will tell you that one of the very first questions which I have 
to ask of Mr. Knight is exactly that which you are asking him now. 

Mr. Lesace: I will be glad to wait. 

Mr. Monet: If I forget to ask, then you can certainly bring the matter 
to Mr. Knight’s attention. 

The WITNESS: 

Periodical groupings of annual sales and operating income of the 
22 reporting companies are not shown on Schedule D1. It was thought 
that special conditions surrounding some of the companies would nullify 
the value of any comparison drawn up on such a basis. Therefore, in order 
to obtain informative and comparable data, the 4 special companies listed 
below, along with 18 other companies, have been grouped in the following 
manner: 

(a) Producers of yarn only, being 
Courtaulds (Canada) Limited 
Canadian Industries Limited—Nylon Division 
(b) A producer of yarn and manufacturer of fabrics, being 
Canadian Celanese Limited 
(c) Manufacturers of fabrics, being 
Bruck Mills Limited, and 18 other companies, which report 
their main business as being the manufacture of rayon and nylon 
fabrics. The names and location of these companies are shown — 
on the lists submitted with Report “A”’. 


Schedules D2, D3 and D4 have been prepared for the purpose of giving | 
the break-down of sales and operating income by years, for each of the 
three groups mentioned above. i 

* 
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The following table summarizes the totals shown on these three 
schedules: 


If you will refer to schedule D2 you will see that in the first column the 


total sales for the twelve year period of Courtaulds (Canada) Limited amount: 
to $83,046,000 which figure is reflected on this table, as well as operating income 
and the percentage in the same way. By taking each year of the schedules 
D2, D3 on the next page, and D4 on the following page, and by taking the 
total for the twelve years we arrive at the same figure which you have on 
schedule D1, thereby giving you a breakdown of schedule D in accordance with 
the headings in this report. 


a) a 4 


Percentage 
of 
Operating 
Total Operating Income* 
Sales Income* to Sales 


(Thousands of Dollars) 
Companies reported under 


Schedule D2: te) 
Courtaulds (Canada) Limited... $ 83,046 $10,471 12.6% 
Canadian Industries Limited ..- 26,902 5,058 18.8 


Companies reported under 

Schedule D3: 
Canadian Celanese Limited .... 133,116 39,728 29.8 
Companies reported under 

Schedule D4: 


Bruck Mills Limited ........... 54,133 5,069 9.4 
18 other companies .;.......... 195,562 18,630 9.5 
Total shown on Schedule D1 ... $492,759 $78,956 

Average for the twelve years $ 41,063 $ 6,580 16.0% 


* As defined above. 


SCHEDULE D2 


This schedule shows annual sales, operating income and the percentage 
of operating income to sales from 1936 to 1947 inclusive for two producers 
of yarn, namely, 


Courtaulds (Canada) Limited and 
Canadian Industries Limited—Nylon Division. 


The two above-mentioned companies have been grouped together on 
account of the similarity of circumstances surrounding their operations 
from the time the Nylon Division of Canadian Industries Limited com- 
menced manufacture in June, 1942, to the end of the year 1947. 


The following is a brief summary of certain information filed by 
these companies along with their Special Preliminary Questionnaires: 


(a) Both Courtaulds (Canada) Limited and Canadian Industries 
Limited—Nylon Division are respectively the sole manufacturers in 
Canada of the type of product they produce; 

(b) Unlike other companies in this branch of the industry, they do not 
manufacture fabrics; 

(c) Canadian Industries Limited sald for war purposes the entire output 
of their Nylon Division, from the commencement of manufacture in 
June 1942 until August 1945. 

In comparison, during 1943, at the request of the Dominion Government, 
Courtaulds (Canada) Limited converted a large part of their produc- 
tive facilities to the manufacture of high tenacity viscose yarn. Both 
this high tenacity viscose yarn and other regular yarns were utilized 
in large quantities for war purposes; 
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(d) Courtaulds (Canada) Limited received certain subsidies during the 
period under review, while the Nylon Division of Canadian Indus- 
tries Limited operated without benefit of subsidy. However, as the 
subsidies received by Courtaulds (Canada) Limited did not exceed 
3 per cent of the company’s sales, this factor is not considered to 
materially affect comparison between the two companies. | 

(e) As it appears that a large part of the production of -Courtaulds 
(Canada) Limited from 1943 to the cessation of hostilities was for 
war purposes, the effect of price ceilings on their domestic sales would © 
have been proportionately minimized during this period. 

Price ceilings did not affect the selling prices of the Nylon Division of 
Canadian Industries Limited during this period, as the entire output 
was sold to the government. 

(f) With the cessation of hostilities both companies undertook programs 


of plant expansion in anticipation of post-war demand. 


Taking the foregoing factors into consideration, the twelve year 
period under review has been divided as follows: 
Pre War Years—1936 to 1939 inclusive. 
War Years—1940 to 1945 inclusive. 

Post-War Years—1946 and 1947. 


The Vice-CHamRMAN: Would you just let me interrupt you there? Those 


are calendar years which you have set out? 


The Wirness: Yes, Mr. Chairman. 
The Vice-CHairMAN: Do the companies have calendar years or did you 


have to make some adjustment? 


The Witness: There was no adjustment necessary between the two com- 


panies because they were both on a calendar year basis. 


Then we come to Canadian Industries Limited, nylon division. You will notice 
here in the pre-war years, 1936 to 1939, that the nylon division of Canadian 
Industries Limited was not in operation. That is reflected on schedule D-2 
which shows the nylon division coming into operation in the year 1942. = 


The table detailed on the following page shows the average sales, 
operating income and percentage of operating income to sales for each 
of the three above-mentioned periods along with the components of 
cost on a Sales Dollar basis. ‘The first part of the table relates to 
Courtaulds (Canada) Limited, the second part to Canadian Industries 


Limited—Nylon Division. 


Pre-War War Post-War 
Years 1936 Years 1940 Years 1946 ‘ 
to 1939 to 1945 and 1947 5 
(Thousands of Dollars) - 
Part I s 
Courtaulds (Canada) Limited 
Average Annual Sales ......-- $4,620 $7,640 $9,362 > 
Average Operating Income* .. $ 241 $1,101 $1,450: 
Percentage of Operating 
Ineome* to Sales ........ 5.2% 14.4% 15.5% 
Components of Cost 
Raw Materials <.......-- 24.4¢ 21.3¢ 20.7¢ 
Djalbowi! ee creas tas eee ve 33..3¢ 28.1¢ 29.4¢ 
Overhead ...--+seeseeeee Silal¢ I36.2¢ 34.4¢ : 
Operating Income* ....... 5.2¢ 14.4¢ 15.5¢ Er 
Sales Dollar. vo cvineeeee® $1.00 $1.00 $1.00 a 
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By the Vice-Chairman: 


Q. And they immediately sold everything they did produce to the govern- 
ent for war purposes?—A. Yes, sir. 
Q. Has your investigation shown this is actually an organization started 
eason of the war and induced by government action to get started at that 


time, or do you know whether it was under way anyway?—A. I think perhaps 
the history of the firm in that connection would be more clearly given by the 
trade witness. 
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Q. All right. 
A 
Part II 
Canadian Industries Limited— 
Nylon Division 
: Not 
Average Annual Sales ........... in $3,120 $7,211 
Average Operating Income* ...... Operation 211 2,107 
Percentage of Operating Income* to Sales.. 6.8% 29.2% 
Components of Cost 
Riawa Wiaterialst: cents stsiseide selene ok 48 .4¢ 30.3¢ 
abOurinki nse Gets ion! Gee mia OC. 17.7¢ 15.2¢ 
WverbeadGe oe Tew elie Peace Us. eee ek 27.1¢ 25.3¢ 
Operating -“Income* 204c cates cane <1. es 6.8¢ 29.2¢ 


* As defined under Schedule D1. 
Courtaulds (Canada) Limited 


The figures shown for Courtaulds (Canada) Limited in the above 
table, being averages for the periods indicated, reflect the trend of sales 
and operating income from one period to another. 


Schedule D-2 gives the details of these averages on an annual basis. 
Sales and operating income show a substantial increase in 1940 and 1941 
compared with the 1939 figures. In the post-war period, the sales of 1947 
reached a peak of $11,199,000 with operating income of $2,382,000, 
representing 21-3 per cent of the sales figure. 

Components of cost on a Sales Dollar basis are shown in compara- 
tive form on the above table. Overall reductions in the material, labour 
and overhead content of the sales dollar have been offset by successive 
increases in that part of the sales dollar represented by operating income. 


Canadian Industries Limited 


This company states that in order to place all costs on war contracts 
on a uniform basis, there has been included in sales and in the cost of 
sales, ‘a value for that quantity of nylon flakes received under lend-lease 
arrangements as “free issue” materials. This enables a comparison between 
the annual figures reported under the war period. 

The post-war period reflects the average components of cost of the 
nylon sales dollar, of which 29-2 cents is represented by operating income. 

However in comparing the two periods shown on the above table, 
consideration must be given to the fact that the military prices prevail- 


ing during the war period were considerably lower than the com- 
mercial prices of the years 1946 and 1947. 


ScHEDULE D3 


This schedule shows annual sales, operating income and the per- 


centage of operating income to sales for Canadian Celanese Limited from 
1936 to 1947 inclusive. 
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Canadian Celanese Limited is both a producer of yarn and a manu- 
facturer of fabrics but, as the company is not able to report separately 
on these two types of operations, it has not been possible to group this 
Company with either yarn producers or manufacturers of fabrics. 

During the twelve years under review, this company may be con- 
sidered to have passed through three significant periods, namely: 


Pre-War. Yared tedster aca 1936 to 1939 inclusive 
Pre-Price Control OVears verse eee 1940 to 1941 
Price Gontrol:-Years in... 0 sees 1942 to 1947 inclusive. 


Price ceilings on the Company’s products were imposed’ Novembet 
17, 1941, and continued in force until September 15, 1947. As the com- 
pany ends its fiscal period on December 31 in each year, the Price Control 
period has been shown as 1942 to 1947 inclusive. : 

The following table shows the average total sales, operating income 
and percentage of operating income to sales for each of these periods, along 
with the components of cost on a Sales Dollar basis: 


If you will turn to schedule D-3 you will observe the first four figures 
in the first column represent the pre-war period. Those figures have beer 
averaged for those four years and give a total of $8,071,000. Likewise operating 
income has been averaged, and these two averaged figures are those whicl 
appear in the table on page 7. Similarly following down schedule D-3 you wil 
observe the same figures averaged for the periods indicated. For example, the 
last period covers six years, and the average for those six years is $13,592,000 
he appears in the last column in the table on page 7. I will now read th 
table. 


Pre-price Price 


Pre-war control control 
period period period 


1936 to 1939 1940 to 1941 1942 to 194 
(thousands of dollars) 


Average total sales ....... SA ae Ri eaten whe $8,071 $9,643 $13,59! 
Average operating income* .............. $1,846 $2,981 $ 4,39) 
Percentage of operating income* to sales... 22-9% 30-9% 32-49 
Components of cost: 
vai. erate TUAlGHe | cee ieee a solake ee erste 21-3¢ 18-4¢e 16-0 
(Ba DiOAiic ce roule Recta faa Tee GC atelcate oe ee dil 5e 28 - Oe 31-5 
DOTA Ste log ate tye puclolersierone sei aia ie etnies 24- 3ic 22-Te 20-1) 
Operating, INCOMICK 15:5 kine Meme elses ehele 22 -9c 30!-9e 32-4 
SATRS) DOLLAR: <5 chcns choses $1.00 $1.00 $1.0 


*As defined under Schedule D1. 


| 
| 

The average ratio of operating income to sales reported for th 
pre-war period is shown in this table as being 22-9 per cent compare( 
with an average of 30-9 per cent for 1940 and 1941 and with 32-4 per cen’ 
during the six years of price ceilings. | 

In comparing the components of cost in each of these periods it wil 
be noted that the successive reduction of raw materials and overhead a) 
a share of the sales dollar, has been offset by the increase in operating 
income. | 

As selling prices have increased in each of the succeeding perio 
which have been compared above on a sales dollar basis, due consider 
tion must be given to the decreasing quantity of goods represented by 
sales dollar. 


~ 


ry 
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SCHEDULE D4 


This schedule shows annual sales, operating income and the percent- 
age of operating income to sales for Bruck Mills Limited and 18 other 
companies, from 1936 to 1947 inclusive. 


q These companies have reported their main business as being the 
processing of yarn and the manufacture of fabries, which includes throw- 
ing, weaving and dyeing. 

As these companies were in the main subject to price controls 
imposed by the Wartime Prices and Trade Board between November 
1941 and September 1947, the twelve years under review have been 
divided into the following periods: 


Pre-War Veneer © ie oe 1936 to 1939 inclusive 
Pre-War Control Years ........ 1940 to 1941 inclusive 
Price Control ‘Years s¢04 ee8).; 1942 to 1947 inclusive 


The average annual sales, operating income and percentage of oper- 
ating income to sales is summarized in comparative form on the follow- 
ing tables: 


Once again, if we turn to schedule B4 you will observe that the twelve 
years have been broken up into periods as indicated, the first four figures in the 
first column being averaged at a figure of $1,613,000. That is the figure that 
you see in this table; and a relative operating income averaged for the first four 
years of $63,000 is shown also on the table, and the 3-9 per cent being the 
weighted average of operating income to total sales for these four years. I will 
now read the table. 


Pre-price Price 
Pre-war control control 
- period period period 


1936 to 1939 1940 to 1941 1942 to 1947 


(thousands of dollars) 
Bruck Mills Limited: 


‘e Average annual sales ...........-.00+ $1,613 $3,866 $6,658 

‘€ Average operating income* .......... 63 371 679 
/ ae Percentage of operating income* to sales 3-9% 9-6% 10-2% 
* ‘ 18 other companies: 

lt Average annual sales ................ $9,598 $14,168 $21,472 

" Average operating income* .......... 368 1,010 2623 
4 Percentage of operating income* to sales 3-8% 7-1% 11-8% 


*As defined under Schedule D1. 


The foregoing table reflects the similarity of trends of the average 
| figures for each of the three periods between Bruck Mills Limited and 
the 18 other reporting companies. 

In the case of Bruck Mills Limited, information was requested as to 
the components of cost. These have been computed on a Sales Dollar 
basis and are now summarized as follows: 


Pre-price - Price 

Pre-war control control 

period period period 
1936 to 1939 1940 to 1941 1942 to 1947 
Me TeaTsT Slabs Shy Mss creed ake Gokers. shea ucla halen 47+9¢ 51-8¢ 55-4e 
LED Da TIO te RR aes ers RN Sa eT eR 27-1e 18-7e 17-4e 
Men Tes Cites ekrn Serene re eeer es ee ek 21-le 19-9e 17-0¢ 

Operating income (as defined on Sche- 

CUTLER ID) i) so tr, trans Sete tars: Sa data re hes Se 3-9e 9-6e 10-2e 


SADA: DOLLAR O54 gece voles s o's $1.00 $1.00 $1.00 
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ScHEDULE D5 


This schedule shows sales and the related components of cost on a 
Sales Dollar basis, for the four special companies of the Artificial Silk 
and Nylon Group, computed by quarters of years, for the 27 months 


under review. 
The upward trend of sales reported by these four companies is~ 


reflected on the following table, the related operating income being inter- 
preted in percentage form for each quarter: . 
If you will turn to schedule Dd you will observe the last line in the first column 
of figures will give you the total sales for the first quarter for the companies — 
in question. ; 


Percentage 
_ Total sales of operating 
by quarters income* 
of years to sales 
(thousands of dollars) 
1946 
Ustrqmarber® S52 Scie eae wine ore ein lese eps w= re mueserene $ 8,949 24-77% 
ind sQWaNr peta ser cue <0) 20h chemists ole fetal Cueto ternleterers, 8,760 23-3% 
Drie GUAVLEE. © 1s ti. wists 5 vcere peer = wiege sents emeerredh = enciane 8,452: 16-9% 
AGH GUAT GOT yjecha tore = Sieuenal oe bus stone As = i oueye iia ohio 8,800 18-2% 
1947 
Ast eatin TO! Saas lale oe civaere (ei atane egeivie t sraade eraaje™ 10,602 23:'-2% 
Dr ANAT UCT ries suc ane osteo eeey oselat wane steele actor teas 11,939 ° 27-2% 
OCU ATUe Te oo og hee a Sustois Whee fgiel =p atigrions mit lerviaauss» 11,100 23): 6% 
Ata Uarber yuivnis <1 oeetsia dee ereein « oe tapi: 5 12,417 25-2% 
1948 
WSC] WATIUGT sia hor aia eae epee Osteen, case Non eetie nen ohe £3,850, 22 26-6% 


*Ag defined under Schedule D1. 


7 Bho gee 


Mr. Lesace: Mr. Knight, may I ask a question at this point? 

The WiIrNgss: Certainly. 

Mr. Lusace: Could you tell me about these increases in the last thre 
quarters of 1947 and the first quarter of 1948? I observe that during that period | 
the operating income has never been below 36 per cent of sales. = 

The WiTNgss: In studying the schedule D5 you will observe that the operat-— 
ing income of Canadian Celanese Limited is shown at -317 of the sales dollar, 
which is 31-7 per cent; and the next quarter is 28-5 per cent; and your average 
across the page for each quarter is shown. 3 

Mr. Lesace: But since the second quarter of 1947, they have never been 
below 30-9 per cent? a 

The Wirness: It would appear so from the figures, yes. Be 

Mr. Monet: And that is the operating income as defined in this brief. ug 

_ Mr. Lesace: Yes. There are some deductions you have to make there to 
arrive at the net profit, but just the same it is over 30 per cent. oa 

Mr. Monet: That is right. 

Mr. Fiemine: And that means 30 cents out of the sales dollar. 

Mr. Lesage: Yes. 


The WitNEss: 
Figures reported by companies whose interim accounting periods did 

not coincide with the calendar month have been pro-rated on a quarterly 
basis to enable uniformity for purposes of comparison. a 
Of the 18 other companies, 13 were unable to supply operating income» 
results on a monthly basis. The figures reported by the other five com- 
panies however, showed trends similar to those reflected on the above table. 


- 


i 


a 
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The components of cost computed on a sales dollar basis are shown 

on Schedule D5 for each of the four special companies. The amount of 

each of these components varies from one company to another, due in part 

to the difference in the manufacturing operations of each company, which 
has been outlined earlier in ae report. 


ScHEDULE D6 


This schedule shows finished goods inventories expressed in terms of 
quantities, as reported by the elt special companies, grouped under two 
: headings as follows: 


Producers of Yarn: 
Courtaulds (Canada) Limited 
Canadian Industries Limited—Nylon Division - 
and 


Manufacturers of Fabrics: 
Canadian Celanese Limited 
Bruck Mills Limited 


The quantities reported in pounds by the producers of yarn, and in 
yards by the manufacturers of fabrics, appear in Schedule D6 grouped 
by periods established earlier in this report. 

~ The following table summarizes these inventory figures: 
Producers of Manufacturers 


yarn of fabrics 
(in is (in thousands 
of pounds) of yards)’ 
ARNO meMn eee ere Aare ahs, Scan saaietrinaes Dake ares «0: Dacersre eras 616 1,936 
Average for the pre-control period, 1940-1941 ........ HAST 
Average for the war period, 1940-1945 ............... 838 
Average for the control period, 1942-1947 ........... 1,463 
Average for the post-war period, 1946 and 1947 ...... 453 
Se OO eer L, Meee Be LUN cites: SMR Ner ee aia S'StS IS Wha cle ela atsianeca oes 496 821 


This table indicates that on the average, stocks of finished goods 
-reported by the four special companies for March 1948 were not in excess 
of the average year and inventories maintained throughout the twelve 
year period, and were considerably less than the finished “goods inventories 
reported in 1939. 

Inventories of finished goods expressed in terms of quantities have 
been reported by the four special ee at the end of each interim 
accounting period from January 1946 to March 1948 inclusive. These 
figures have been averaged by quarter year periods and shown for each 
company on the attached schedule. A summary of these figures appears 
below: 


a Producers of Manufacturers 
yarn of fabrics 
(in ‘thousands (in thousands 
of pounds) of yards) 
1946 
US IDEN Sra ae ee or Om inh ora hia is 723 990 
DRG PATCOP Ee iw ctcbavtols ots soe cee sles hie tote rele poate hale! oes 855 1,247 
TOL OTE os eae i ae wd 8 eee ARR Reread) One ge 558 1,433 
UnmaRAYGON Aah st ttette ot Nara cal A cydininc et ericd MRE Ge Gatataes 427 1.367 
1947 
MR RCATA TCT Ce © cha ti as 11s) wae er ee MI Oates OAs MY test Ne 873 1,092 
DOG OMarLOE ss x, 5. < oie sche ord Poti Cece Pa Se o's ae incon mrad eaee _ 810 1,180 
RE MANIEETS LOU Ota ster abn chct ater seater, a ey eS oaks ile, oak 626 1.291 
SEHR GON tee iy reget ke tes Sete ah hare k eialers SERIE ae kl ore Se bc §23 1.545 


1948 
SMIOSDAICLUAT LCT Rn oe for chs, Sia caaia we mari wal ole 'a cole Sei ee sles 472 ae 295 


- 
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While the inventories reported in March 1948 appear lower than at 
any other periods, no wide fluctuations appear to have occurred in the com- — 
bined inventory figures shown in the above table. 


ScHEDULE D7 


This schedule shows the unit selling prices and the components of cost 
of articles producing a significant sales volume as reported by each of the 
four special companies. 

Unit selling prices and costs have been shown under the following 
dates: ) 

As at January 1, 1942 
- Ags at September 15, 1947 

As at April 1, 1948. So 


Courtaulds (Canada) Limited state that the breakdown of costs 
between materials, labour and overhead were not available for 1947 and 
1948, and consequently total costs only have been reported. The selling 
prices and total costs per pound reported by this company represent aver-— 
ages of 3 months operations. . . 

As the nylon plant of Canadian Industries Limited did not start to 
operate until the middle of 1942, no costs or selling prices were available 
as at January 1, 1942. 

The companies have, in addition to giving a technical description of 
each of the items reported, supplied samples of the material itself in each 
case. 


By Mr. Monet: 


Q. Now, would you stop. for a moment at that point? Mr. Chairman, I 
think, as in the investigation concerning cotton and as stated by Mr. Knight, 
samples have been given to us. I believe they could be distributed now to the 
members of the committee. They are identified by numbers?—A. Yes. 

Q. All right, Mr. Knight, I think you could proceed now.—A. 

The table detailed on the following page indicates the selling prices of 
the items reported: 


You will observe that a sheet of paper, in fact, two sheets of paper have been 
added to this report since it was printed. The reason for that is that it was felt 
the information which had been supplied on the special supplementary question- 
naires by the companies, but not incorporated in this report should be put in to 
show the committee more clearly the exact position in connection with these 
prices. It is for that reason these two sheets have been included. f 

I think it would be better if I read the supplement to page 12, report “D”, 
first. 


m Courtaulds (Canada) Limited 


The selling prices shown on page 12 represent the average selling prices 
based on the following periods: 
January 1, 1942—October to December 1941 inclusive 
September 15, 1947—July to September 1947 inclusive 
April 1, 1948—December 1947 to February 1948 inclusive Sa 
By Mr. Monet: 


Q. Excuse me a moment; may I ask you a question to make this clear. You 
ee eiven three dates, January 1, 1942, September 15, 1947; April 1, 1948- 
A. YES, 
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__Q. You now say that under the heading January 1, 1942, the price seen there 
is the average price for the period from October to December 1941, inclusive; is 
that correct?—A. That is correct. 

Q. The same applies to the other two dates?—A. That is correct, in so far 
as it applies to Courtaulds (Canada) Limited. 


Re ds 


7a 

3 By Mr. Zaplitny: 

a Q. On September 19, 1947, that is the average price for what period?— 
A. July, August and September, the three months. 


Q. These are quarterly periods?—A. That is right. 


By Mr. Monet: 


i Q. That is, on this statement you have July to September, 1947, inclusive, 
that is for the date September 15, 1947?—A. Yes. 


ls: 


Sie ei 


Pa By reporting selling prices in this manner comparison may be made 
# with the relative components of cost shown on Schedule D7 which have 
i been compiled as averages for the same periods indicated above. Averag- 


5 ing costs on a three months basis is considered to be the minimum period 
= for reasonable comparison of denier costs and selling prices, 

3 The selling prices shown for viscose rayon yarn on cones and in skeins 
is ~ represent the average selling prices of all deniers sold by this company, 
based on the same average three month period as indicated above. 


“‘’ 
, 
- By Mr. Monet: 
€ Q. Pardon me, but would you define what deniers is or would you rather have 
“me ask a representative of the Courtaulds Company ?—A: I would rather have 
rou ask a representative of the company. 

Q. I think a representative of these companies is likely to be called at a later 


ee and that could be defined at that time. I am informed it is purely a measure 
of weight. 


(At this point Mr. Maybank resumed the chair). 


~The Witness: The actual selling prices prevailing on the three specified dates 
re shown in the table printed below. 


b Courtaulds (Canada) Limited: 

| Be Selling aia of Best Quality Prevailing 
| t At 

1 ee Jan.1/42 Sept.15/47 Apr. 1/48 
ibe. cents cents cents 

| 100/40. Bright. Cake’ Cones..s...2). 02.002 i 5.s- 77 90 95 

| 100/40 Mattesco Cake Cones................ 79 924 97 

| i 150/36 Bright Cake Cones.................. 64 743 794 
ss 150/40 Mattésco Cake Cones.............00: 66 77 81 
it 2027. Bricht-Cake Cones. ....0..).0 2 Gti o's 634 74 76 

= 300/44 Bright Cake Cones...............0.. 574 663 68} 


By Mr. Monet: 


| ; 

; bs Q. When you say, “the actual selling prices’, do you mean the selling price 
as of today?—A. No, the selling price the customer would be called upon to pay 
“ab that date. 
ul 
; 


‘ Q. And the prices you gave just prior to these were the average prices for 


the period you have just discussed?—A. So it could be more readily compared 
with costs, they have been compared with the same periods. 

___ Q. To make this very clear, the price of bright cake cones at January 1, 
2, was 77 cents?—A. Yes. 
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By Mr. Zaplitny: a oe 
Q. Just to be clear about September 15, 1947, for the same item, the 90° 
cents would include the two weeks from September 15 to October 1 in the 


price?—A. Right. 


Canadian Celanese Limited tay 
The selling prices shown on page 12 for lingerie taffeta, dress crepe 
and lining represents the selling prices prevailing on the three dates indi- 
cated, less an allowance of 2 per cent for cash discount which is taken by 
over 90 per cent of the customers of this firm. 
Components of cost for lingerie taffeta, dress crepe and lining shown ~ 
on Schedule D7 represent the average cost based on the following periods: 
January 1, 1942—October and November 1941 
September 15, 1947—July and August 1947 
April 1, 1948—January to March 1948 inclusive. 


Components of cost of 150 Denier Yarn differ from the above averages — 
for the first period only, in that, instead of October and November 1941, 
the average covers November 1941 to January 1942 inclusive. 4 


Courtaulds (Canada) Limited: 


Jan. 1 Sept. 15 April 1 
1942 1947 1948 

100 Denier, 40F, B.V. Rayon.......- $ 0.76130 $ 0.89080 $ 0.89556 
100 Denier, 40F, D.V. Rayon......-. 0.78377 0.91765 0.91807 
150 Denier, 36F, B.V. Rayon........ 0.63930 0..74555 0.74468 
150 Denier, 40F, D.V. Rayon........ 0.65112 0.76410 0.76502 
200 Denier, 27F, B.V. Rayon........ 0.62873 0.73858 0.70800 
300 Denier, 44F, B.V. Rayon........ 0.56723 0.66433 0.64191 
Viscose Rayon Yarn on C.C......... 0.70886 0.82348 0.81536 
Viscose Rayon Yarn on &.........-. 0.61808 0.68966 0.70524 | 
Canadian Industries Limited— j ra 
Nylon Division: ‘ 
30 Denier, as specified...........-.-. Not $4.09 . $ 4.09 3 

40 Denier, as specified........ Ec s Made 3.47 3.47. 

70 Denier, as specified..........-..- 33a dy 3.17. 
Canadian Celanese Limited: ys 
150 Denier, as specified............. $ 0.8600 $ 0.8900 $ 0.8900 — 
Lingerie Taffeta ...:...-..esseeeees 0.4521 0.5643 0.5888 © 
Dyess OLepe Ulett ose aceietecnse sts ekesr 0.5259 0.6870 0.. 7 1ome 
ATLA A DA rey pets as ogee nelle Sis Ve pekshstrsueweicosonete te /apt* 0.4423 0.5152 0.5398 
Bruck Mills Limited: oe 
Dress Crepe (Domestic)............ $ 0.70 $ 0.86 $0.95 — 
Dresses Wain cot va ta ctetante sPeke oislorem arenes Not Made 1.25 1.25) 2 
Bonds ited cy akitee ae cle ee ae 0.725 0.845 1.15 3 


This table shows that, with the exception of the Nylon. Division of 
Canadian Industries Limited, which was not in operation on January 1, 
1942, selling prices at September 15, 1947 and April 1, 1948 were higher than 
those prevailing on January 1, 1942. The fluctuation in selling prices 
between September 15, 1947 and April 1, 1948 varies between companies 
and between commodities. 


ScHEDULE D8 


This schedule shows capital employed compared with earnings for e 
of the twelve years from 1936 to 1947 inclusive and for each of the 
special companies individually.- 
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The following is a definition of the terms used on Schedule D8: 
J Capital Employed includes: 
; Common Stock 
Preferred Stock 
Capital and Earned Surplus 
Surplus created by the Refundable Portion of Excess Profits Tax 
Reserve for Contingencies 


Net Profit after Taxes includes: 


Net Profit shown at the foot of Statement 1 of the Special Pre- 
liminary Questionnaire 


F By the Vice-Chairman: 


Q. Could I just ask about that refundable portion? You are treating that 
item as capital although at the moment it is in the hands of the government? 
_—A. Yes, sir. 
Q. It is considered as having a use in the production of wealth even though - 
_the company has not got it within its fingers?—A. Yes, sir. It is treated as 
accounts receivable. 
Q. It is a good debt owing? I see, all right. 


ae The WITNEss: 


L Percentage of Profit to Capital represents: The ratio of Net Profit after 
( Taxes, to Capital Employed as defined above. 
ie As inventory reserves represented less than one per cent of the 


figures reported, no separate calculation has been submitted of the per- 


| centage of profit to capital on the basis of figures adjusted by these 
| reserves: ; 

\< The following table shows the average percentage of profit to capital 
io for each of the four special companies and the total average for all four 
|g together for the twelve years under review: 

a If you would care to turn to Schedule B8 you will observe that expressed 


| in thousands of dollars there has been shown the capital employed at the end of 
_ each fiscal period covering the twelve years under review for Courtaulds (Can- 
_ ada) Limited, Canadian Industries Limited, Canadian Celanese Limited, and 
| Bruck Mills Limited. Further, these figures on this schedule have been averaged. 
| For example, Courtaulds (Canada) Limited show that the average capital 
employed over the period is $12,275,000; the average net profit after taxes was 
ee and the percentage of net profit to capital averaged 4-5 per cent. 
| The items were treated similarly for Canadian Industries, Canadian Celanese 
, Limited and Bruck Mills Limited. 

=. 


i Mr. Moner: Pardon me, Mr. Knight, in the case of Canadian Industries 
hy 


Limited the average is for the years 1942 to 1947 and not for the period of twelve 
' years, 


The Wirness: That is correct, Mr. Monet. That figure would be an average 


wm: 
5, 
_ for six years. 


\% Mr. Fieminc: The average has not been weighted there because the year 
1942 was not a complete year? 

‘The Vice-Cuamman: No, it started in June. 

The Wirness: Actually we divided by six. We took the capital at the end 


the year—at the end of 1942, and at the end of 1943, and so on. 


| 
| 
| 
| 


* 


c 
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Mr. Fuemine: You did not weigh it at the end of that year? 
The Witness: No. 

The Vice-CHainMAN: I thought you took it for six months? 
The Witness: No, we did not weigh the ‘average in that instance. 
Mr. Lesace: It was taken from the annual statement? 


The Wrrness: It was taken from the statement submitted to us on the 
special preliminary questionnaire. 


Mr. Monet: All right, proceed please, Mr. Knight. 


The foregoing figures have been analysed on an annual basis for each of the 
four special companies and are shown on Schedule D8. 2 
The following table shows the percentage of profit to capital by groups of 
companies on an average basis by periods previously established for each of these 


: 
Percentage of | 
| 
: 


The WITNESS: 
net profit to 
capital 
: employed 

Courtaulds (Canada) Limited ............ee eect eee ees 4-Di%  . Be. 
Canadian Industries Limited—Nylon division ............. 8-1% 
Canadian Celanese Limited ©)... cc's. = > o's, vroeetela: oysre le oieie 11-1% 
BiruclesVbillssLaimalbea: p..cpoueulenesstcae mime woe ie era Siatore hoteseedtents 6-0% 
Average for the four companies for the 12 year period ...... 8-1% 4 


groups: * 
Pre-war War Post-war a 
period period period — 
1936-1939 1940-1945 1946-1947 
Producers of yarn: bs 
Courtaulds (Canada) Limited ....... 2-5% 5-1% 54% - 
Canadian Industries Limited — Nylon i 
Givigvon= ores. castalne sntats sions rare nil 2°-3% 16-6% 
Average for both companies ......... 2-5% 4-5% 83% 
Pre-price Price oF 
Pre-war control control — 
period period period — 
1936 to 1939 1940 to 1941 1942 to 1947. 
A producer of yarn and manufacturer of 4 
fabrics: i 
Canadian Celanese Limited* .......... 10-0% 10-7% 11-8% 
F or 
A manufacturer of fabrics: oF 
Bruck Mille Limited* ............... 1-0% 8-4% 72% 


: *No average has been computed for these two companies as each is considered to be 
in a line of business different from the other. ; “ 


se 


Summary 


The executive of each of the four special companies have supplied all the 
information and extended all the assistance that I have required. The schedules 
attached to this report and tables included therein have been prepared from the 
questionnaires submitted. a 

I shall be pleased to furnish any further information or explanations that y 
may require. 


Respectfully submitted. 


E. H. KNIGHT, 
Chartered Accountant. 
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ScHEDULE D1 


[MARY OF ANNUAL SALES AND OPERATING INCOME (ARTIFICIAL SILK AND 
NYLON GROUP) FOR THE TWELVE YEARS FROM 1936 TO 1947 INCLUSIVE 


; (Thousands of Dollars) 


» 


Percentage of 

4 2 Total Operating Operating 

as Sales Income* Income* 

to Sales 

: is i ; $ $ % 

‘otal for the individual Financial Years ended in the following r 

2 Calendar Years: 

1936 23,015 2,547 ji-1 
24,657 PWG 11-0 
22; loo 1, 558 7-0 
25,783 3, 249 12-6 
30,815 4, 665 15-1 - 
40,502 7,933 19-6 
43, 555 8,018 18-6 
46, 358 7, 153 15-4 
50, 496 7,294 14-4 
52, 266 8, 433 16-1 
60,170 10, 583 17-6 
72,989 14,716 20-2 

Spee CNIS Ne A St Os 492,759 78,956 
RS Ties 41,063 6,580 16-0 


Operating Income represents profits from operations before deducting taxes on income, interest 
borrowed money and other financial charges, inventory reserves and depreciation in excess of the amounts 
ed by income tax authorities, and does not include investment income and profits or losses on disposal 
estments and fixed assets. ; 


» _ > ~~ al = hd a > 
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3598 S SPECIAE COMMITTED: cots ee am 


: ee ES es ae Scuepuie D 
“ANNUAL SALES AND OPERATING INCOME OF TWO PRODUCERS OF YARN 
(ARTIFICIAL SILK AND NYLON GROUP) FOR THE = 

TWELVE YEARS FROM 1936 TO 1947 INCLUSIVE  —* 


(Thousands of Dollars) 


Canadian Industries Limited | § ‘ 


Courtaulds (Canada) Limited Nylon Division) 


Percentage Percentage 


. Total Operating | 9 ore Total Operating Oo 
perating | Operating 
Sales Income* Tneome™ Sales Income* Triconia 
to Sales to Sales 
a2 Rise iene Ne ie (aye CASS eS Be A ; 
. $ $ % $ $ % 4 
Totals for the Individual 
Financial Years ended in 
the following Calendar 
Years: 
Pre-War Period— 
CRT ASUS pial brig sakes LIGiieas 4,783 560 11-7 
OSes aes © Raut iiaiyeraaet sve sens 5,126 488 9-5 
MOS Sicrcccycen tatetoicderee se 3,843 (261) (261) 
HOS aes eevee ast Were 4,729 176 
Average for the Pre-War 
PEROG ee ee te 4,620 241 5-2 
War Period— 
OAD certs etn ac. 0e dae tae 6,831 1,591 23-3 
TORT Ree ee anise aa eee 9,134 2, 284 25-0 
YY, BIG Sea enh An eat 7,242 1,118 15-4 925 tah 
i [OR ae ak ST SNCS Ra aos 6, 063 216 3°6 4,421 312 
CY, Ue a a ah ee et Cath: 592 7-6 4,405 175 
TOAD ey Ger ean tate 8,794 806 9-2 2,729 351 
Average for the War Period 7,640 1,101 14-4 3, 120 211 
Post-War Period— : 
1 AG Se sri re ate tin as ene 519 6-9 6, 278 2,163 
AOL Ga ae Seen aN BS a 11,199 2,382 21-3 8,144 2,050 
Average for the Post-War 
PEeriO0 Poe Reece eee 9,362 - 1,450 15-5 7,211 25107 
Torat SALES AND OPERATING 
Income* REPORTED.... 83, 046 10,471 12-6 26, 902 5, 058 


(*) Operating Income representes profits from operations before deducting taxes on income, in’ 
on borrowed money and other financial charges, inventory reserves and depreciation in excess ol 
amounts allowed by income tax authorities, and does not include investment income and profits or t 
on disposal of investments and fixed assets. aera 


(Thousands of Dollars) 


Total 
Sales 


Totals for the Individual Financial Years ended in the following 
= Calendar Years: 


7,628 
8,074 
(ie 
8,809 


8,071 
8,045 
11, 240 
9, 643 
12,116 
12,261 
12,795 
12,932 
13,923 
17,522 
13, 592 
Am 


Toran Sates ANnpD OpeRATING INcomE* ReporRTED.......... 133, 116 


o 


estments and fixed assets. 


Operating 
Income* 


4, 384 
4,309 
4,060 
4,070 
3,827 
5, 734 


4,397 
39,728 


e 3599 


Canadian Celanese Limited = 
| a NA eS SOS > 


Percentage 
of Operating 
Income* 
to Sales 


% 


* Operating Income represents profits from operations before deducting taxes on income, interest 
borrowed money and other financial charges, inventory reserves and depreciation in excess of the amounts 
ed by income tax authorities, and does not include investment income and profits or losses on disposals 
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' 
» 


ANNUAL SALES AND OPERATING INCOME OF NINETEEN MANUFACTURERS OF 
FABRICS (ARTIFICIAL SILK AND NYLON GROUP) FOR THE TWELVE 
; YEARS FROM 1936 TO 1947 INCLUSIVE 


(Thousands of Dollars) 


Bruck Mills Limited 18 Other Companies 


a 


dole D4 
| 
' 
} 
. 


Percentage Percentage 
Sikhs ; f a of 
Total Operating ae Total Operating 
Sales Income* Oe Sales Income* Op erating 


to Sales 
% 


Totals for the Individual 
Financial Years ended in 
the following Calendar 
Years: 


Pre-War Period— 
i ROY (ARUN Eid cha vi Ja) Ne wen ae ict 1,609 42 2-6 8,995 280 
HOS Teer cee LIN oes CG 1,476 63 4-3 9,981 417 
TORI ete ae Se ana 1,459 52 3:6 9,080 |- 209 
LOS OMA wtecipee mainte es 8 1,908 96 5-0 10,337 566 
Average for the Pre-War 
OVLOW Me ele Pea coil es 1,613 63 3°9 9, 598 368 


13,116 727 
15, 219 1, 293 


2,823 184 6: 
4,909 558 1: 


Average for the Pre-Price 
Control Period.......... 


14, 168 1,010 


3,866 371 9-6 


Price Control Period— 

DAD see ey Ronan eas ag cise) al 5,857 560 9-6 17,415 2,039 
OAS ree ae Data see peadatatey et 5,977 378 6:3 17, 636 1, 938 
OA A NUS RMS ee ei cats tate yee 6, 130 514 8-4 19,389 1,953 
I a oa Rr ae eee ee 6,090 699 11-5 aA, 720 2,507 
OA Gere weenie abeare ot ae 7,134 860 12-1 25,310 3,214 
* Oe ae gS tres Tuam Het ar trae 8,761 1,063 12-1 27, 363 3,487 

Average for the Price Con- iS 
troluPeri0d ss seine 6, 658 679 10-2 21,472 Dols 


|) a ee eee ee 


Tora SALES AND OPERATING 
195, 562 18, 630 


Incomre* REPORTED.... 54,133 5,069 9-4 


operations before deducting taxes on income, intere’ 
s and depreciation in excess of the 
tment income and profits 


(*) Operating Income represents profits from 
on borrowed money and other financial charges, inventory reserve 
amounts allowed by income tax authorities, and does not include inves 
losses on disposal of investments and fixed assets. 
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Sree ig PRICES 3603 


Scpeputp D7 
UNIT SELLING PRICES AND COMPONENTS OF COST OF ARTICLES REPORTED BY 
THE FOUR SPECIAL COMPANIES (ARTIFICIAL SILK AND NYLON 


, GROUP) AS AT THE DATES INDICATED 
4 As at As at 
: — September 15, April 1, 
4 1947 1948 
< $ $ 
CourTAULps (CANADA) Limirep: 
100 Denier, 40 Filaments, Bright Viscose Rayon Yarn on 
> Cake Cones 
| Components of selling price: 
; EPOCH OSU eet his oe Per RM SpRee mrt alsrcnab ert ee airs! Bal ado 0.56894 0.75607 0.72335 
mOperating Income or (Oss) = 2... 6.5... ee us Bs eb vee 0.19236 0.13473 0.17221 
ee Selling price per pound.............6... 0.76130 0.89080 0.89556 
10 Denier, 40 Filaments, Dull Viscose Rayon Yarn on Cake : 
es Cones 
_ Components of selling price: Z 
BOLL COS ere ree p mak ele Ca aout. dics uit an docaeea 0.58478 0.76956 0.74154 
i Operating Income.or (oss)osis. oc ccs eve ss cc bee 0.19899 0.14809 0.17653 
b Selling price per pound... .....0.50.2... 0.78377 0.91765 0.91807 
50 Denier, 36 Filaments, Bright Viscose Rayon Yarn on 
i Cake Cones 
Components of selling price: 
Vj UMS SEUIN CGT Tie SA ey CR rs Po” ce as en na RR 0.49874 0.64835 0.64607 
| Oneraping LAcOMme Or (LOSS) ata ces so Geybodeis pete hes 0.14056 0.09720 0.09861 
a Selling MINCE DEL POUNE oe Src aie a ciosts att 0.63930 0.74555 0.74468 
Denier, 40 Failments, Dull Viscose Rayon Yarn on Cake 
= Cones 
— Components of selling price: 
bt sins WOBUT ahs ie tito cc etre Pemex as arate tet 0.51630 0.70210 0.70130 
Pd MnHnerating Income OF (OSS) h acs. . teadecet wana ee: 0.13482 0.06200 0.06372 
ie Selling price per pound...............5. 0.65112 0.76410 0.76502 
) Denier, 27 Filaments, Bright Viscose Rayon Yarn on 
; Cake Cones 
| Components of selling price: 
| SO CRUIC OSG NAPE Chowder Ate asda ena So ceaahne ete 0.49944 0.61267 0.57707 
| @peraving-lncome, or (Loss). So. soe. eh. a ws herds 0.12929 0.12591 0.13093 
| Selling price per pound. co... os cee nes 0.62873 0.73858 0.70800 
300 ) Denier, 44 Filaments, Bright Viscose Rayon Yarn on 
Cake Cones 
Components of selling price: 
BE CALRCOSL A crenata enna eee cas ai eatin lane cs cance ePaeIe 0.43999 0.57524 0.56723 
Operating Income ors (Loss) .a0: ies eae eevee oe 0.12724 0.08909 0.07468 
Selling DLICE MET MOUND. 0.6. vei e scene cde 0.56723 0.66433 0.64191 


¥ Nore: Operating Income or (Loss) represents the difference between the selling price and components ~ 
-)E cost reported. 


3604 SPECIAL COMMITTEE Pie ctr eg tae 
-- .- ScHEDULE oe 


UNIT SELLING PRICES AND COMPONENTS OF COST OF ARTICLES REPORTED BY 
THE FOUR SPECIAL COMPANIES (ARTIFICIAL SILK AND NYLON ‘ 
GROUP) AS AT THE DATES INDICATED 


As at As at As at 
— January 1, |September 15, April 1, 
1942 1947 1948 


Vicose Rayon Yarn on Cake Cones— 


Components of selling price: : 
FISH GCOSE a iin cect ee cocky inal ra alictemauer ance sicher et eae cret ata 0.54187 0.70664 0.69015 — 
Operating Income or (Loss)...........-e-0500:: naaree 0.16699 0.11684 0. 12521 3 


Selling price per pound.................- 


0.70886 0.82348 0.81536 ; 


0.55200 0.77588 0.75868 
0.06608 (0.08622) ose 
0.61808 0.68966 0.70524 


Vicose Rayon Yarn on Skeins— 
Components of selling price: 
EPOGAIKCOSU Ree ic cies AZ Che hee aie faker sheedrcansantits oregp 
Operating Income or (Loss). ............000: sees eee 


Selling price per pound......... Agere 


~ Canapian InpustRins LimitEepD: 


30 Denier Yarns— 


Selling price per pound..............+5. 


Components of selling price: ; 
Mebenalsrecn ogi aitet ele, eas eet aaeiatiee Rae Not 1.16 O01” 
MEA OUT el, creo uch REE bos See ital viet Pete’ geet atel setae in 0.64 66 
Orrerica Gi pers = Seen eee ache wie aa aaens chs Bhai Ne Operation 1.04 : 
@peratine: Income or (Mosse. 242. seen eee meee ibe) , 
Selling price per pound..............+: 4.09 4.09 
40 Denier Yarns— 
Components of selling price: ; 4 
INAH ORIOIGY beet ft A oten ale mice hee eerie oateale ckeratsbemne Not - 1.16 019 
JEN Orc, Teak pote Ud ae eR SER Res it i eae Abies sire Sa ary vary Oe in 0.50 56 
@ VEL CAC AS elo AO Re oes a ee cyte ecole ak Operation 0.80 lan 
Operating Income or (Loss). ...........20- +e ee eeeee 1.01 mali 
3.40 5 € 
a 


70 Denier Yarns— 
Components of selling price: 


NGaitervels lm ate Mime kaye Rentals ches nanel ona lctouege, suet ohonele rele cetehs 

MEO OOLE Serta) Sas cack Cres the fe, hale e's Pieler enre Mraleo pret in : 
CONC Conta io DNS ie Ve UA bee eden Petait nor ee A RT Operation 0.80 
Operating Income or (Loss).........--..--.eee eens 0.71 


CANADIAN CELANESE LIMITED: 
Lingerie Taffeta— 


Nore: Operating Income or (Loss) represents the difference between the selling price and compon 
of cost reported. 


Dress Crepe— 


: PRICES ° - 3605 
Scuzepute D7-(2) 
Dress Crepe— 
Components of selling price: 
INU TOLL ALS eae 32 bes (p27. Ree See he. os Seen eae oes 
MEROUL piace ian, cor) ( ee gare 
Overhedde tne ans s tere ots oe oe 
Operating Income or (Loss):.,...........5.--...... 
Selling price DEP MO ek cit is sibn ty eS, 
Lining— 
Components of selling price: 
: IM atorialse ton sae ettisci: Sea veh ace Saal kee bry al 
ia DOU ie Peete ns ae ee a 
OVerheadieink sa, tok ke 
Operating Income or (Loss). .'............0.0.2-80.. 
Selling price per yard................... 
150 Denier Yarn— 


Components of selling price: 
Materials 
DOU E rer ae tele ten tn ieee 
Overheaden coal es 
Operating Income or (Loss) 


5 Sees Pais) oxy eetel sib iol ka ei) aebPererecel eles eis sykik e's) oce,s. opetere 


Selling price per pound 
Bruck Mus Limrrep: 


Components of selling price: 
ALCHIALS eae ein: ee eT Fc ceed, a eee ee a 
AD OUrH apes ee ee ree ors 


ay Components of selling price: 
e IMiatorinlse ax: 3c aan Meme hn, Oh LIAS reg ost. 
= RIO MIN: SRP rn SOLA Cee aes NEN deh 
» Overheads spas w nese eel laa ahs Vise 
® Operating Income or (Loss)........0.e0ece.0s0e0 00. 
= 
ie Sellingrprice-per yard sw oy eels ooo look ae ee 
3 Bengaline— 
Components of selling price: 
‘5 PUMDOUINE SF ee Lee Or neat B.C oot 
4 Ain OU e ts Mae Oe nek or kt 
a Ovenhendeer ance nie ates wk gee oes Cache C5 Yo" 
he D Operating Income’ or (Loss)..........2.0.ececececes 


Nore: Operatin 


4 g Income or (Loss) represents the difference between the selling price and components 
_of cost reported. 
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ScuepuLe D8 


CAPITAL EMPLOYED AND EARNINGS OF THE FOUR SPECIAL COMPANIES : 
(ARTIFICIAL SILK AND NYLON GROUP) 
FROM 1936 TO 1947 INCLUSIVE 


(Thousands of Dollars) 


i ns Ga Ene 


; Percentage 
Capital Net Profit 
Employed after Taxes ore eae 


Doe PRP Rha cA Se 
$ $ % 
CourrauLps (CanapA) LimiTeD 
ge AOS Ge ore iclea dial aera eislove teas 3 arfale'e Riot eblor repnaloes reine 8,349 502 6-0 
TL at ie be maa Meco Senne RO taste itiea 8,642 478 5-5 
QRS ee ae ae ren nahn fe cht he Sear amnesic eoelee arate ae 10, 238 (199) (1-9) 
OS ee ane (Oo pao Om SO Ct ory 10,411 169 1:6 
SUN: eehapatin css Ae on Pini or er onde ai err ac eran oo 10,511 600 5:7 
AOAAA mete eee at re eas edie Aare wae emia N= elses 10,591 1,080 10-2 
AAD oe ee scien havenec duit cots nee veldeeseamie cist ssguaversiche.ereinytae Meyer’ 10, 385 694 6-7 
OL te ner Be jaa cw ataad en tug saesincersiaboseVelfh oly nuare tp senajedecsiennyect 10,477 231 2-2 
RRM et Peg eee ie eae Ue nclencyetibee san eat we 15, 641 485 3-3 am 
ROR Ce es oe cay Mat ene Ce eee eee te 16, 157 657 4:4 
OAR Mite ens aU NANT ais meri ay aia crane ee Bic ons foie peel stare aA 17,063 489 2-9 
BON eo ey. so pens Ree oe ed Rea Hema tee 18,837 1,434 7:6 
Average for 1986 t0 1947... 0... 06s cece cee ees ie epee cape 12,275 552 4-5 
Canapian InpustTRias LimiTED 
fA ee eee ett asec aag ans muabedenmrebel = stove a! Glieawis) tos ale creases 4,487 4 0-1 
TOA Se ered atest sere? See's Te Steiner Pee a and sera cer 5,114 176 3:4 
POAA OMe cee ecg tty ses) nich aves aemeye ais, « abaiels! eielaneyelelthe wreuss “Verna 3,972 101 2:5 
FGA eae Hees Sarena sale pesrenatsLdeteehrueielelaieiel starshine areaeisioia® 4,906 148 3:0 
RUG esa eee se ee eeu aire SU cs ew bbe ovo PonChai, Raseol these inlotztaler nats 6, 080 1,047 17-2 
PQA Paes aire caer ooe ne avais ts sae tale tersistelgcubrees ole ue ooeftanesPeejsatce 6,560 1,056 16-1 
Average for 1942 t0 1947.0. cece cece nee e ern r eens eee ces 5,186 422 8-1 
CANADIAN CELANESE LIMITED 
1936 14,075 1,416 10-1 
14,110 1,268 9-0 
14,305 1,209 8-5 
14, 608 1,844 12:6 
14, 657 1,360 9-3 
15, 226 1,850 12-2 
15, 752 1,861 11:8 
16,139 _ 1,703 10-6 
16,469 1,653 10-0 
16,705 1,647 9-9 
15,772 1,959 12-4 | 
19, 546 3,025 15:5 
Average for 1986 to 1947 15,614 1,733 11-1 
Bruck Mus Liwrep "ay 
DOS Bees ree e ie etait isl Soke ooh smal a ecaliavale,eserA P27) 2 0:2°3 
TORY esa NR ERO OREO est ULI Cad Ges EOL CS cio 1, 268 18 1-4 
ORS EI Aircel ee erase alate ssl ch pepe! valerate 1,270 1 0-1 
STN) tee eter pay VRB at” iat icant uae SE aces OOO SS 1,300 31 24 
OAC cera terG Sa Coal icase eataee tsesia te is besetesa cee lake su layenera seyreps Auten 1,361 63 4:6 
BRAT rs ee oe rr eal: Hig Ee Tecayae a atria gente A ealeteaaacte ates she eng 1,528 179 ide 
107 eM hele an Oe nae abs te cies eevee Rare Speco here ct nt 1, 647 148 9-0 
POMS hese RENAN A Morn Aenea cc pee fuss ttaleles farms are 1,725 96 fi 
TREY att he EAD Wigs AP en an er EN Dua CORE ESE eS TU cat ECS Cah 1,823 33 1 
ECA eee cst re ge, aN Sia cB eah oe Niorleral ego ceeds eaerams feneee at atade 3,580 88 2. 
CHO A Gi beer ee ge Ta a a eva ng aeons ia ATE ial so lseal’s i ele Eres Ran 3,666 310 8 
GA 7ic ches resem ee Baths bia ern Neste Mies teletaws, #u-teswiel ure eons: ste sitcanems 4,090 510 12 
Average for 1986 10 1947.0... ccc ccc cece cee nee e teens 2,044 123 6° 
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3 ~ By Mr. Monet: 

: Q. Mr. Knight— 

| The Vicu-Cuamman: Just one moment. Before very long I am going to: 
ask the committee to go into executive session for a few minutes. It-is probably 


a little early now. I do not think it is any more than the half hour. I think 
fifteen minutes would be long enough. 


Mr. Lusace: It is always a little longer than we expect. 


The Vice-CHairMan: There is just this, that if we were to adjourn now 


any questions could be prepared, or we could carry on for fifteen minutes and 
then adjourn. 


~ Mr. Fremine: Perhaps Mr. Monet could indicate to us how long his ques- 
tions will last. 


. Mr. Moner: My questions will not be very long. I just have a few because 
I feel the report is quit complete. 


9 Mr. Fiemine: Why not take Mr. Monet’s questions now? 
: Mr. Monet: I have a very few questions to ask. 


-__‘The Vice-CHairMan: He will not finish in fifteen minutes. He would not be 
finished in that length of time. 


Mr. Monsr: I do not think so. My questions will be short, but a few 


_answers to some of my questions will be quite long. It may be more than 
fifteen minutes. 


: The Vicz-CuairMan: It is just a question of where to break. 


Mr. Fiemina: Let us split it and go into executive session at twenty minutes 
to six. 

P The Vice-CHairMan: All right. 

a 


By Mr. Monet: 
4 Q. Mr. Knight, turning to page 1 of your report you say in the first 


aragraph: 
» This report deals with the artificial silk and nylon group of the 
he primary textile industry of Canada. 


s Why are artificial silk and nylon grouped together?—A. Well, I think 
probably one of the reasons would be that the consumer looks upon nylon and 


‘rayon as being more closely related one to the other than perhaps the relation 
te cotton or to wool, and it seemed to be the logical place to incorporate it in 
‘the report. 

| By the Vice-Chairman: . 

. Q. Under D.B.S. reports are these held together?—A. I would have to refer, 
Mr. Chairman— 


 Q. It does not matter. 


een 
ae 


- 


a 


& By Mr. Monet: 


ae 
a Q. Would you verify that tonight and be able to give the answer tomorrow? 
Can you do it right away? 


__ The Vice-CuarrMan: I was thinking it was probably the accepted method 
statistically by now. 


* The Wrrness: I think so, yes. 


a 
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By Mr. Monet: Bs 
Q. While they are looking for that, and in order to save time, you also say 
here that some companies are manufacturers of nylon fabrics. What companies, 
if any, are manufacturers of nylon fabrics?——A. Well, I think the companies that — 
would be manufacturers of nylon fabrics would be found among the 18 other 
reporting companies. I did not investigate any of those companies but I think — 
probably the trade witnesses can give you pretty full details on the names of — 
the companies that manufacture nylon fabrics. 
Q. Then, turning to page 2, I understand you have already explained the — 
meaning of operating income, but at this stage I should like you to put this very 
clearly in the record. I should like you to repeat your definition again in so_ 
far as it applies to artificial silk and nylon in your report D.—A. Operating © 
‘neome has been used as a measure of earnings instead of net profit, as operating 
income is the difference between sales and all costs pertaining to those sales” 
with the exception of income tax and financial expense. Operating income is not 
the net profit available to the shareholders. Operating income may be more or 
may be less than the net profit of the company available to shareholders. 


By the Vice-Chairman: 2 

Q. How could it be less, only if you had income say from investments 0 2 
something not connected with this commodity which is under inquiry? Is that_ 
not right?—A. Yes. Operating income could be less than net profit of the com-— 
pany if a large revenue was derived from a subsidiary company which would be 
added to that operating income, and in which case the operating income would, 
of course, be less than the net profit. . 
Q. But that is the only way?—A. That is one instance. There are prob 
ably other instances. There must be many other instances where a compan 
would have miscellaneous revenue which it did not derive from the sales of | 


the commodity itself. 


By Mr. Zaplitny: “9 

Q. May I ask if income from investments would be included in operating 
income?—A. No. a 
The Vice-CHairMAN: That is noted on page 2. 


By Mr. Fleming: : 
Q. Before we leave that point I think we should apply that statement to 
these companies. In any case in these companies is the operating income greater 
than the net income or less than the net income? fy 
The Vice-CHamrman: Not in these cases under review. There is no such 
instance, is there a 
The Wirnzss: I would have to look that up. I never thought of that angle. 

I do not think it is. 7 


By the Vice-Chairman: 

 Q. Do you not show here a percentage of operating income year by year, 
and in every case there is a percentage?—A. It is very easy to compare. If you 
will take schedules D2, D3 and D4 there you have the operating income by years 
and if you will compare that for the four companies that are shown on thos 
three schedules with the net profit on schedule D8 I think that will answer 
your question. B-3 


By Mr. Fleming: 
Q. I was wondering what was the reason for introducing this possibil 
that the net income might be greater than the operating income if in fact in the 


. PRICES 3609 


ease of all of these companies the operating income in each case is greater than 
the net income?—A. Well, in the preparation of the three reports on the basic 
textile industry I have tried to use a uniform yardstick so that in the final 
summary, report E, which has been prepared and I believe will be submitted to 
the committee, you will be able to compare one with the other on a uniform 
yardstick. 


By the Vice-Chairman: 

Q. You have left out of operating income interest on borrowed money and 
other financial charges. Give me an example of those other financial charges in 
order that we may understand it more clearly—aA. Interest on bonds would be 
another financial charge. 

Q. Interest on bonds is not comprehended by the expression interest on 
borrowed money ?—A. It forms a part of the general scheme. You have interest 
on bank loans, interest on bonds, interest on notes, and loans of that nature 
which has of necessity been deducted from operating income before the net 
profit, shown at the foot of page 1 on the special preliminary questionnaire, was 
determined. 
# Q. Other financial charges will not account for very much. Interest on 
-money is the main phrase in that B. It is pretty well comprehended by the 
phrase, “Interest on borrowed money”, is it not?—A. Yes. In other financial 
charges there would be taxes on income, for example, which would go in against 
operating income before arriving at net profit after taxes.- The figure on 
_ schedule D8 is your profit after taxes. Your taxes on income have been 
deducted from your operating income before arriving at that figure on 
‘schedule D8. 


By Mr. Monet: 
Q. Have you finished giving your definition?—A. I had not finished. 
 Q. I did not think you were finished. Would you finish your definition?— 
_A. I will repeat the last paragraph of my definition. Operating income may be 
| “more or may be less than the net profit of a company available to shareholders, 
as operating income may be increased or reduced by other income and other 
ie charges which have no direct relation to the manufacture of textile products. 
| The Vicn-CuatrMan: This would be a good point to stop, Mr. Fleming. 
|The committee stands adjourned but will continue its deliberations in camera. 
There is the possibility that the adjournment will be until tomorrow afternoon. 
. Mr. Fremine: Or later than 11 o’clock in the morning. 
| The Vice-CHairmMan: Yes, or later than 11 o’clock in the morning. I do 
| ‘not know of any way we can let you know. 
|e Mr. Monet: I can take it upon myself when I know to let these gentle- 
| “men know. 
The Vice-Cuamman: Interested persons can be notified, but that is about 
| 88 far as we can go. 
iis The committee adjourned to meet again tomorrow, June 10, 1948, at an 
hour to be notified. 
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MINUTES OF PROCEEDINGS 


Tuurspay, June 10, 1948. 


: The Special Committee on Prices met at 4.00 p.m., the Chairman, Hon. Mr. 
M artin, presiding. 


_ Members present: Messrs. Fleming, Harkness, Kuhl, McGregor, Martin, 
aybank, Mayhew, Merritt, Pinard, Winters, Zaplitny. 


Mr. Fabio Monet, K.C., Counsel to the Committee, in attendance. 
. Mr. E. H. Knight, of Knight, Trudel & Company, Chartered Accountants, 
as recalled and further examined. : 


- Witness retired. 


= Mr. 8. G. Dixon, President, Courtaulds (Canada) Limited, Cornwall, Ont., 
called, sworn and examined. He produced, for members of the Committee, 
es of answers to special preliminary questionnaire by his company. 


In the course of Mr. Dixon’s evidence, Mr. Knight was recalled and briefly 
amined, after which Mr. Dixon’s examination continued. 


At 6.00 p.m. witness retired and the Committee adjourned until Tuesday, 
June 15, at 11.30 a.m. 


‘waa 


R. ARSENAULT, 
3 Clerk of the Committee. 
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MINUTES OF EVIDENCE 


Hous or Commons, 
June 10, 1948. 


The Special Committee on Prices met this day at 4.00 p.m. The Chairman, 
Hon. Paul Martin, presided. 


The CuarrMan: Gentlemen, will you come to order? 


E. H. Knight, Knight and Trudel, Chartered Accountants, Quebec, P.Q., 
recalled: 


™ 


By Mr. Monet: 


Q. Yesterday, at the adjournment, you had just given the definition of 
operating income in so far as it applies to artificial silk and nylon referred to in 
report D. Turning again to your report on page 2, in the middle of the page 
you state that this schedule also reflects—referring to schedule D—the steady 
growth that has taken place during the twelve years under review of this 
branch of the industry. How do you account for this growth, Mr. Knight? 

—A. There are of course many factors contributing. to the growth of this branch 
of the industry. Among those factors we find new firms entering the field 
‘during the twelve year period under review. For example, if we look at 
schedule D2, we see Canadian Industries nylon division starting in 1942. I also 
have a list here of seven of the eighteen firms that started during this period. 
There is one firm that started in 1937, for example; another firm started in 1940; 
‘another firm started in 1941; a fourth firm started in 1942, a fifth firm started 
in 1944; a sixth firm started in 1945; and a seventh firm started in 1946. That 
is one factor contributing to the growth of this branch of the industry. Again, 
“some of the larger firms have expanded their plant facilities during the period. 
If you turn to schedule D8 you will see, for example, that in 1938 Courtaulds 
) (Canada) Limited increased their capital employed by approximately $2,000,000 
“and again in 1944 they did the same. Likewise we find Canadian Celanese 
capital employed increased in 1946 from $15,000,000 to approximately 
$19,000,000, and so on. Those increases in plant facilities have had a natural 
tendency to increase the size and the importance of the industry. There is of - 
course a third factor, the increase in the selling price over the period. These 
increases in sale price, as you know, are shown on page 12 for three periods out 
—of the 12 years. That is a general statement: 

— Q. And those in your opinion, would be the three main factors contributing 
to the steady growth?—A. Yes 
‘9 Q. Mr. Lesage asked pteRINy whether you would be in a position, from 
the examination you have made, to say whether the growth was approximately 
the same for each company you have investigated? If you cannot give an 
answer, just say so?—A. I am unable to give an answer, Mr. Monet. 

Q. Now again, Mr. Knight, on page 2 of your report in the middle of the 
Ss you say “it was thought that special conditions surrounding some 
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of the companies would nullify the value of any comparison drawn up on sue : 
a basis”—referring to the basis mentioned before. Are those conditions set out 
on page 4?—A. Yes, those would be the conditions. a 
Q. On page 4 you have them listed from (a) to (f) inclusive?—A. In so 
far as they affect the producers of yarn, as compared with manufacturers of 
fabrics. = 
Q. Now, Mr. Knight, I am going to ask you to turn to page 3 of your report 
where we see a table which you read yesterday, referring to schedule D. This” 
table, Mr. Knight, shows does it not, that Canadian Celanese Limited has the- 
largest sale over the period covered by your investigations?—A. Yes.’ 2 
Q. And it also shows that the four large companies listed there and referred 
to in your report have total sales of $297,197,000 out of $492,759,000?—A. By 
adding up the first four figures in column 1 that is the total one gets. * 
Q. And the difference of course would be the total sales in thousands of 
dollars for the eighteen other companies reporting in answer to the question- 
naire?—A. Yes. 
Q. I notice, Mr. Knight, on page 3 of your report that Canadian Celanese 
Limited show 29-8 per cent operating income to sales. The percentage is 
considerably higher than any of the other percentages shown on the table and is 
in fact more than three times the average percentage of operating income to sales 
reported by the eighteen other companies. Now, Mr. Chairman, while the 
representatives of the companies will be called later to explain such a large’ 
operating income to sales, I would like to know from Mr. Knight if there is any 
accounting significance in such a large variation in percentages as between one” 
company and another? If there is such a significance I would like you to tell” 
the members of the committee what it is?—A. I do not think one can properly 
compare the percentage of operating income to sales shown by the one company 
with that shown by another unless their operations and financial structure are 
identical. As I have mentioned in this report the operations of these various 
companies are not identical and for this reason alone it would be improper t0 
compare the operating income as a percentage of sales of say Canada Celanese 
Limited, which I am informed has four operations, to the operating income olf 
any other company. I will take an example. If you suppose there are two 
processes in an industry and to carry out each process requires equal capital 
investment, and in order to obtain a fair return on that capital it is necessary — 
for the manufacturer to earn say 10 per cent on sales, then if you have the two - 
processes carried out by one company it will be necessary for that company to - 
earn an operating income of 20 per cent to sales in order to obtain the same | 
return on its capital. So you see the more processes which are performed by 
one company the higher will be its operating income as a percentage to sales. 
If you wish to make a comparison of the relative profit-ability of the various 
‘companies, this might be more properly done from schedule D8 where the ne 
profit after taxes, that is the amount available to shareholders, 1s compared 
with capital employed. The ratio of operating income to sales is I believe a 
useful one for this committee, provided that the comparison is made for the 
same company between one accounting period and another. The table on page 
3 is given as a guide to the committee so that when one compares the operati! 
income of each of those companies during recent years, and more particularly 
during the recent quarterly periods, one would have some idea as to what the 
company has earned relatively to sales over a period of years. a 
Q. Now you say, Mr. Knight, that you were informed this particular co: 
pany, the Canadian Celanese Limited, had more than one operation? Is it rig 
to say that they have four operations?—A. I inquired into that from the exe 
tive and the operations are so highly technical that I would prefer, sir, that you 
would ask the executive to explain. = 
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' Q. Yes, but is it a fact that Canadian Celanese Limited has more than one 
operation?—A. Yes. ; 

 Q. And it is a fair statement to say that they have four operations?— 
A. I think that is a fair statement to make. 

: Q. As to the particular explanation for each of those operations you are 
hot competent to answer? 


_ Mr. Winters: What does that mean? Does it mean that the company has 
four different processes? 


7 Mr. Monet: Yes, they would manufacture yarn, they manufacture fabric 
~—what would be the others, Mr. Knight, without going into detail? Would you 
~ just give the four processes? 


The Witness: The first is the chemical process—’ 
Mr. Fiemrna: I can see we are going into some trouble. 


By Mr. Monet: 

Q. I just wanted the witness to say there were four operations but you 
ld prefer, Mr. Knight, to leave that to the company?—A. Yes. 
~ QQ. Now, I would refer you to page 6 of your statement and the heading 
“Canadian Industries Limited.” I see a note “nylon flakes received under 
_lend-lease arrangements as free issue materials.” Do you mean they are Cana- 
‘dian war contracts or United Kingdom war contracts?—A. This refers to 
United Kingdom war contracts. 

Q. That is information you have received from the officers of the com- 
~pany?—A. That is correct. 

_  Q. Now again on page 6 I would ask you, with respect to the comments 
made for Courtaulds, and with respect to Canadian Industries on pages 5 and 6, 
_to refer to schedule D2 of your report? 

Mr. Winters: Before you leave the lend-lease arrangement might I ask 
who the flakes were received from? 


wou 


“ ‘ 


By Mr. Monet: 
Q. Can you answer that?—A. I am afraid not. 
~  Q. I was going to say, Mr. Winters, that the president of the company will 
_ be called as a witness later and he will give you the information. 

Mr. Fiemine: May I clear up one thing. When we were going over report B. 
with Mr. Knight, Mr. Dyde paused at the end of each division of the narrative 
before he began the narrative on a new schedule and there was an opportunity 
then for questioning. I do not wish to interrupt but there are a couple of 
estions which I would like to ask before we leave the subject matter of D2. 
_ Mr. Moner: As a matter of fact I would rather have that done because 
I think it makes for more orderly proceedings, and I will refer to the figures on 
_ the schedules afterwards. 


Mr. Fremrne: I will wait until Mr. Monet is finished. 
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By Mr. Monet: 


j _ Q. Referring to schedule D2 I point out to you the average percentage of 
operating income to sales for Courtaulds (Canada) Limited over the twelve year 
Period of 1936 to 1947 inclusive is 12-6 per cent?—A. Yes, sir. 
__ Q. And now referring to schedule D5 I point out to you that for the first 
quarter of the year 1948 the operating income to sales is 18-7 per cent?— 
A. That is correct. . 
Mr. Monet: I am referring to D2, and D5, Mr. Chairman, because I want 
to get in the first quarter of 1948. 

e's 
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Mr. Fuemine: You are referring to the last column of D5? ‘ 
Mr. Monet: Yes, which I think should be Paes in at this stage? _ 


Mr. FLEMING: Yew 


By Mr. Monet: 

Q. We are dealing with D2 and it covers the first quarter of 1948. Coming 
back to D2, Mr. Knight, comparing the year 1947 to the year 1946 I point out to— 
you that the operating income to sales was 21:3 per cent for Courtaulds (Canada) | 
Limited in 1947 as against 6-9 per cent for 1946? Can you, from the investiga-— 
tion which you have made, tell the members of the committee the reasons for 
such an increase?—A. There are several reasons. One reason is that Courtaulds — 
(Canada) Limited were granted an increase in their selling price on the Ist of © 
February, 1947. Another reason is that 1946—if you will turn to schedule Di— ~ 
showed operating losses in the third and fourth quarters which of course resulted — 
in a low percentage for the twelve months, as reflected in D2. 


By Mr. Pinard: i 

Q. Can you tell us again when that increase was granted to the company ?— 
A. Yes, on the 17th of February, 1947. ¥ 

Q. Does that appear on page 12 in the selling prices that are listed there? 
Is it reflected in one of the figures that appears there?—A. It would appear in ~ 
this way. The selling prices which increased on the 17th of February, 1947, were 
those prevailing on the 15th of September, 1947, and they are included in th 
figure of 90 cents, 924 cents, and so forth. 

Q. I asked that bees the increase seems not to ‘be as high as to justify. 
an increase in the percentage of operating income. Is that one of the reasons 
why the operating income is higher?—A. There are two reasons that I have | 
noticed. One reason is the increase in the selling price and the other is an increase 
in the volume of sales reported. You will see that on D5. 4 

Q. And on D2?—A. Yes, and on D2. 


By Mr. Monet: 

Q. Are there any other reasons for the increase?—A. Not from an accounting ; 

point of view. 

Q. Looking again at schedule D2 for Canadian Industries Limited I pointe 

out to you the average percentage of operating income to sales for the oa 

period under consideration is 18-8 per cent?—A. Yes, sir. | 
Q. And again referring you to schedule D5 of your report I point out thab 

for the first quarter of the year 1948 operating income to sales is 28-9 per cent?— 

A. Yes, sir, hi 

Q. Comparing the year 1947 to the year 1946 on schedule D2, for Canadia 
Industries Limited, I point out to you that the operating income in this case W 

25-2 per cent in 1947 as against 34:5 per cent in 1946. Can you, Mr. Knight, | 

from the investigation which you have made, tell the members of the committee 

the reasons which would account for such a decrease?—A. One of the main 

reasons is that the selling price was reduced by the company. = 

By Mr. Pinard: pa ad 

Q. But the sales increased, though, the total sales increased?—A. Thes 

volume would have increased; yes, it ‘did. | 

By Mr. Monet: a {| 

Q. Did you say one of the reasons was that the selling price increased ?—A “J 

No, the selling price was reduced. a 

'  Q. Are there any other reasons? 
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By Mr. Fleming: 
Q. Was reduced by the company ?—A. By the company. 


a By Mr. Monet: 


Q. Are there any other reasons that would explain this decrease in percentage 
in sales to operating income?—A. There is another reason that I know of. In 
_ August, 1947, the Canadian Industries Limited, Nylon Division, began to pur-_ 
_ chase nylon salt solution for the first time, according to their financial statement, . 
_ and the polymer flake that they had been previously using ceased to be purchased 
and by November the company was purchasing the nylon salt solution 
~ exclusively, 
, Q. Could you tell the members of this committee what difference that made 
so far as the company was concerned and so far as the operating income to sales 
_ Was concerned? What was the effect of this change?—A. I should like to take 
_ that question under advisement, Mr. Monet. 
Q. I am just asking you whether you can say what the effect was. 


: By Mr. Fleming: 


; Q. Is that something within Mr. Knight’s knowledge or would you be getting 

the information from the company anyway?—A. It would be more clearly 
explained by the experts. 

@. You would only have to go and get the information from the company 

and then give it to us second hand, is that right?—A. I would have to study their 

“return very carefully to see the effect. I could not do that at the time. 


The CHarrman: We could ask them and you could be called back later if 
necessary. 


5 Mr. Monet: You just say whether or not you can answer. I am finished ~ 
with schedule D2. Are there any questions to be asked by the members in con- 
nection with schedule D2? 


By Mr. Fleming: 


___Q. There are a couple of points with which I should like to deal briefly. Mr. 
Knight, in listing the factors of gross in production and total earnings of the 
company shown on page 3, you mentioned three factors. Now, Mr. Knight is 
there not a fourth factor namely, that they are actually bringing new products 
on the market?—A. That is quite possible, Mr. Fleming. As I said when I gave 
Tay answer, I gave three among many factors that I knew of from an accounting 
‘standpoint. 

_ Q. I think it is clear from your report that nylon was not really available 
for the development of civilian uses during the war, but since the war there has 
been quite a growth in the production of nylon and nylon products. It is really 
a new series of uses so far as the public is concerned, is it not?—A. Yes, Mr. 
Fleming. 

| Q. Then you were asked some questions bearing on the relative showings of 
the different companies. I do not think we have been asked to draw any com- 
Parisons between them, but I should like to ask, in view of your study of the 
statistics of these companies, can they be compared? It struck me they are 
Teally making quite different products and their businesses are not precisely in the 
Same fields, are they?—A. No, and it is for that reason we have been very careful 
to show their figures separately in our report. 

| Q. It is hardly correct, then to lump their figures in together and try to 
Traw any conclusion based on over-all averages ‘because of the fact their products 
‘we quite dissimilar, are they not?—A. Yes; on the other hand we felt it would 
4e of interest to the committee to have an over-all view of this branch of the 


| 
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ee 


3618 ; SPECIAL COMMITTEE — th os Gee eae 
; : ; ny zo ate 
industry. I think we have, in our report, pointed out to the committee clearly 
the danger of trying to take these figures in bulk form. I think T have mentioned — 

that on page 2 of my report. atte. “y 
Q. You mentioned the decreases made in the sales price of their products by 
Canadian Industries Limited. Do you know what the ceilings were on their’ 
products? Were they not under controls?—A. They were under control. . 
Q. Up to September 15, 1947 2A. That is correct; that is the information 
I have obtained from the executive of the company. A 
Q. And were the ceilings uniform throughout the period until September 15, — 
19472_-A. That is some information I did not ask the company. L% 
Q. I suppose we could get that from the Wartime Prices and Trade Board ~ 
anyway ?—A. Yes, Mr. Fleming. ¥ 
Q. Do you know how many decreases there were?—A. Yes, M. Fleming, — 
there were two decreases from the time when the price was first set for domestic ' 
sales. I make it clear there were two decreases which the company made itself. — 
I mean it was not a decrease—you were referring to The Wartime Prices and 
Trade Borad, and it was not a decrease requested by The Wartime Prices — 
and Trade Board. ; . = 
Q. These were voluntary reductions in the sales prices of products made 


by the company?—A. Yes. 


By Mr. Monet: _ 

Q. Now, we will refer to schedule D3, Mr. Knight, and proceeding in the 
same way I would ask you now to turn to schedule D3 which deals with the — 
Canadian Celanese Limited. I point out to you that the average percentage 
of operating income to sales for Canadian Celanese Limited for the period 
referred to is 29°-8?—A. Yes, Mr. Monet. : 
Q. And referring again to schedule D5, for the first quarter of the year 
1948, the operating income to sales is 32°9 for the Canadian Celanese Limited 
is that correct?—A. Yes, Mr. Monet. | 
_ Now, I want you to compare, as we did with the other two companies. 

the year 1947 and 1946 on schedule D3. I wish to point out to you that the 
operating income to sales was 32:7 per cent in 1947 as against 27-5 per cent 
in the year 1946. From the investigations you have made can you make any 
comment or give any reasons for such an increase?—A. The Canadian Celanese — 
Limited have reported two price increases during 1947; one on the first of April 
and one on the first of September. Apart from these price increases and their 
effect on operating income I am sure there are probably other factors from an 
operational standpoint but I have not explored them. a 


By The Chairman: 
Q. What does that mean, now? What does that statement mean?—A. 
means, sir, that in companies of this nature you are constantly having improv 
ments in processes which might tend to reduce your costs of manufacture 
which would automatically increase your operating income. You would al 
benefit, perhaps, from additional machinery of a modern type which would 
increase your production and which would also account for that, so that it 
not just a price increase alone that could ‘be the reason. ; 


By Mr. Pinard: 5 

Q. In this case, there was a decrease in raw materials, too; that would 

a reason for an increase in the operating income, is that not correct?—A. 
might be correct. This table shows that the proportion of raw material in 
and such a quarter was such and such a per cent of the sales dollar, whereas 
the previous quarter raw material was a different per cent of the sales dollar. 
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- Q. And the two price increases that were granted, were they granted under 
ceilings by the government?—A. That is correct, sir. 


__.. Mr. Mower: I have no more questions on schedule D3. Are there any 
_ questions by the members of the committee? 


The Cuairman: I do not suppose this witness knows the reason thos 
_ increases were permitted by The Wartime Prices and Trade Board? 

The Wirness: No. 

The Cuairman: We will get that, will we Mr. Monet? 

My. Moner: Yes. 


Mr. Fiemine: The Wartime Prices and Trade Board will be following this 
_ witness? 


; Mr. Moner: Not this afternoon, but they will be here. 


e two 
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By Mr. Monet: 


Q. Schedule D4, Mr. Knight; I point out to you that on schedule D4 the 
average percentage of operating income to sales for Bruck Mills Limited, for 
the period covered is 9-4 per cent?—A. Yes. 

Q. And referring again to your schedule D5, I point out to you that for the 
first quarter of the year 1948 operating income for Bruck Mills Limited was 
19-8 per cent; that is correct?—A. Yes, Mr. Monet. 

 Q. If you compare the year 1947 to 1946 on schedule D4 for Bruck Mills 
Limited, it is to be noticed is it not, that operating income to sales has been the 
‘same for the years 1947 and 1946?—A. Yes, Mr. Monet. 

7 Q. And the same remark would apply to the percentage of operating income 
of the 18 other companies referred to on D4 for the percentage of operating 
‘income to sales for the years 1947 and 1946?A. Yes, Mr. Monet. 

Q. Now, on page 7 of your report in the last line, there is a word used, 
“throwing”. Could you tell the members of the committee what that means? 
eA. Well, I believe it is the twisting of yarns but I have not explored that. 

Q. I suppose we could get that from the people in the trade? 


: _ The Cuatrman: What is the significance of that, Mr. Monet? 

_ Mr. Mower: I merely wanted to have an explanation for my own 
information. 

& 

4 


By Mr. Monet: 


~ Q. Now, Mr. Knight, on page 9, would you tell the members of the 
Bommittee why the percentage of operating income to sales shown on page 9 
is higher in 1946 and 1947 than the average of 17-6 and 20-2 shown on schedule 
‘D1 for the same years? On schedule D1 for the year 1947 there is an average 
of 20-2 and for the year 1946 an average of 17-6, while the average on page 9 
shows an amount substantially larger than the average on D1?—A. The figures 
aby on the table on page 9 are for the four special reporting companies, 
whereas the figures shown on schedule D1 are the consolidation of those four - 
companies with the 18 other reporting companies, Mr. Monet. 

Re Q. Now turning to page 10 of your report. 


-_> 
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* By Mr. Fleming: 


hs Q. Just before you go to that page, that is all subject to the reservation 
soncerning the difficulty of bulking them together, really, for any purpose, is 
‘t not, Mr. Knight?—A. Yes, Mr. Fleming, it depends for what purpose you 
would read the figures. If you were looking for certain information then a 
vertain set of figures would be applicable. 
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Q. Talking about the artificial silk and nylon group, I suppose, we had 
better not over-emphasize the group idea because they are all in very indi-— 
vidualistic lines of industry?—A. Yes. ; , 
By the Chairman: = 

Q. I do not understand that question and answer. Having in mind our 
purposes, what is the significance of it?—A. Well, schedule D1 shows the sales — 
over the years and the percentage of operating income that has been earned — 
by this branch of the primary textiles industry. There is the cotton branch and _ 
the wool branch. The artificial silk and nylon branch are probably more closely 
related and the companies shown in this group are probably more closely related 
one to the other as a branch of the primary textile industry than they would 
be say, to cotton or to wool. x 

Hence, as we are covering the field of primary textiles we have put them 
together under this heading but we have taken care to report to you that some — 
of these companies perform one operation in that they spin yarn; others spin 
yarn and also weave fabrics and then again there is another group that weaves 
the fabrics. In order to get the picture before you, we have given you the 
~ main schedule to show you the relative importance of this group compared with, 
shall we say, cotton and wool. Then, we have taken pains to break it down and | 
show you the various components as we, from an accounting standpoint, have - 
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By Mr. Monet: F 

Q. On page 2 of your report, the bottom of the page, under the headings 

A, B and CG, you have divided these companies and you have designated them 
as being producers of yarn only or producers of yarn and manufacturers or 
manufacturers of fabrics, as you have just stated?—A. Yes, Mr. Monet. . 
Q. Turning now to page 10, of your report, Mr. Knight; I understand that_ 
this section of your report deals with inventories only ?—A. Yes. | 
Q. Did you in the examinations you have made of all the returns to the 
questionnaire submitted to these companies find any evidence of hoarding?—A. | 
I did not find any evidence of hoarding in the artificial silk and nylon group, 
and I think this is perhaps best exemplified by the figures shown at the foot of 
page 10. b 
Q. Would you like to make any comment on those figures?—A. As you will 
see, the producers of yarn have reported in the first quarter of 1948, their ) 
average month-end inventories were 472,000 pounds. If you would care to 
compare those figures with those preceding it you will see that they are lower | 
than the other figures; and likewise turning to the last column, those who have 
reported their finished goods inventories in yards, show a figure of 994,000 
yards; and this again was considerably less than the average maintained over 
those two years. The situation as indicated over a longer period is shown im 
schedule D6, which gives you a comparison. _ 
Q. But I notice in the last quarter of 1947 manufacture of fabrics is much 
larger for the fourth quarter than it was for the third; is that correct?—A. That 
is correct. This figure I might say, of course, is still less than the average 
inventories maintained at these companies in 1939, which was the pre-wé 
period. There, as you will see at the top of the table on page 10, the average | 
inventories of these reporting companies showed 1,936,000 yards. ‘s 
Q. And that is all the companies to which this questionnaire was sent?—A. 
No, it is only the 4 special reporting companies we requested to give details of 
their inventories. These totals were called for by years for the 12 years, and by | 
months for the 27 months. 
Q. And you are satisfied from your examination that there has been 3 


hoarding?—A. That is right. 
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 Q. Now, I would like to refer you to page 12, of your report, but before 

doing so I have one question to ask: My question relates to schedule D5, and 

to a point which I would like to have you clear up for us. I wish to point out to 
you that for the overhead for the last quarter for the year 1946 for Courtauld’s. 

(Canada) Limited was 55-4. Is that correct?—A. Yes. - 

4 Q: This seems to be considerably higher than for any other of the previous 
quarters, and as compared to any quarters for the year 1947, and also for the 
first quarter of 1948. Would you have any comment to make with regard to 

“this situation—this applies only to Courtauld’s (Canada) Limited?—A. Well, 
this 55-4 represents the percentage of sales, and if you will observe the first line 
you will see that the sales in the third and fourth quarters were considerably 

less than in any of the other quarters reported, including 1948. In any business, 
it is customary for overhead to continue if you have decreases in sales which are 
of a temporary nature. I have enquired from the executive of the company and 

BI was informed that during these two quarters they were unable to procure one 

_of their basic raw materials as the supplier who was providing this raw material 

had a strike at that. time; and, consequently, not having sufficient raw material 
available production was not able to continue at the normal rate; sales fell and 

_ overhead, which as I have explained, for temporary periods cenerally remains 

: at the same figure, is reflected in a higher percentage at that time. 

. Q. Now, you have no other comment to make on this question?—A. No. 
< Q. On page 12, of your report—this is the part of your report which gives 

‘ the unit selling price on three specific dates—January 1, 1942, September 15, 
1947, and April 1, 1948—is that correct?—A. Yes. 

. Q. I notice that these prices vary from one date to another. Have you 

Mobiained information as to the date of these changes and the amount of the 
changes?—A. Yes, I wrote a letter to the chief executive officer of each of the 
four companies on the 21st of May, 1948. I will read this form letter to you. 

: Q. Yes.—A. This is addressed to each of the four companies: Dear Sir—on 

the schedule that is in your return you have set forth as of January 1, 1942, 

September 15, 1947 and April 1, 1948, the selling price of the following products 

—then I have listed the products of that firm—would you please— 

| . Q. Pardon me; those are the products to which you referred in your report? 

—A. Yes 

Y Q. Have you one of them?—A. Yes—would you please advise me by return 

| ‘mail of thé date and amount of each change in selling price for each of these 

commodities from January 1, 1942 to the date of this letter. 

m= Q. Which was dated?—A. The 21st of May. 

t Q. Would you summarize for each company the date and the amount of 

| ‘these price changes?—A. Yes. The first one I have in my files is Canadian 

| Industries Limited, and they show the selling price for the 30 denier yarns which 
| have been reported, and the 40 denier yarns and the 70 denier yarns—there the 
| price was shown as having been established at $5.20 by the rayon administrator. 

‘Prices were established in March of 1945 which were in effect up to the Ist of 

October, 1945, and from the Ist of October, 1945, to the 15th of December, 

1946, when it was $3.55; the 10th of December, 1946 to the 2nd of June, 1947, 


$3.24; the 3rd of June to date, $3.17. That is more or less a yardstick for the 
“different deniers reported by that company. 

| Q. To what company are you referring now?—A. Canadian Industries 
\Limited—Nylon Division. Courtauld’s (Canada) Limited: on the Ist of 
[ February, 1942, the prices were decreased by 2 cents a pound; that is to say, 
f° the price which you see is at the Ist of January, 1942; that was decreased by 
2 cents a pound. 

}* Q. Following January 1, 1942?—A. That is correct. Following February 1, 
‘they went down, and on the Ist of February, 1947, prices were increased for 
the various commodities reported, the prices varying from 10-5 cents a pound 
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to 15 cents a pound. Then on the Ist of January, 1948, there seems a have ion 
a sort of revision of prices in that there were four decreases. on reel skeins which 
averaged about 3 to 4 cents a pound and an increase on two of the dates of 
1 cent for one and half a cent a pound on the others. These prices have been 
amended both up and down in amounts equivalent to those that I have stated— 
then on the Ist of April, 1948, an increase of 5 cents was promulgated by the 
company and that price has remained in effect since that date to the date of — 
my letter without change. . 

Q. When you say 5 cents a pound, do you mean 5 cents a pound on each of 
the commodities listed in your report or on some of them?—A. No. I mean 
5 cents a pound on each of the commodities listed in my report. That 5 cents — 
a pound is included in the figure which you see there on page 11. 

Q. It is included in the additions you have made to your report?—A. That 
is right. The 95 cents includes— 


Q. The 5-cent increase?—A. Yes. | 
| 


Q. 100/40 Mattesco, the 97 cents includes also the 5 cent adjustment?— 
A. Yes. 

Q. And so on for all the articles mentioned there?—A. Yes. 

Q. Are you ina position to say, following the information you have gathered, 
that the prices mentioned in your report as of April 1, 1948, for the different 
commodities there mentioned are the actual prices?—A. Those are the prices 
which were prevailing on the date I wrote my letter, the 21st of May. § 

Q. Have you got any other prices to give the members of the committee — 
for the other companies?—A. Canadian Celanese reported that following the — 
prices shown on the Ist of January, 1942, for lingerie taffeta they had an 
increase on the Ist of April. This increase was from 46 cents a yard to 52:5 
cents a yard on the lingerie taffeta. 

Q. You said on the 1st of April—what year?—A. The Ist of April, 1947? 

Q. Correct.—A. On the same dates similar increases apply to dress crepe 
and to lining. Then on the Ist of April, 1948, there was a further increase in- 
price from the Ist of September price. 

Q. The 1st of Septmeber, 1947?—A. Yes. . 

@. And you say there was an increase from the April 1, 1948, price (jam 
A. Yes. 

Q. Can you give us the amount of the increase?—A. Yes, it is about 
5 per cent. 

Q. And dress crepe is the one you referred to?—A. It applied to lingerie — é 
taffeta, dress crepe and linings 

Q. Was the increase in the same proportion for each one of them?—A. Morea 
or less. On dress crepe actually the price rose from 70 cents to 7274 cents, — 
which is a little bit less than 5 per cent; but on all the others it was appro . 
mately 5 per cent. 

Q. And that is the information you got in reply to a letter to which you 
have just referred?—A. Yes. 

Q. Are you aware of any increases having been made since then?—A. No. 

Q. What about the last four companies?—A. Bruck Mills—Bruck Mills ~ 
have shown variations in price over the period. Their dress crepe which on 
the Ist of January, 1942, was shown at 70 cents, was reduced to 6844 cents in — 
September. of 1942. The next price change was an increase on the 24th of — 
February, 1947. A further increase on the 21st of June, 1947, to 86 cents. — 
An increase on the 15th of November, 1947, to 95 cents; and it has remained Ee 
at that price until the date of my letter. I say until the date. of my letter; 
I mean, this is the price which was prevailing at the date of my letter. i 

Q. ‘Are you aware of any increases since then?—A. I am not aware of any.” 
Their dress erepe, shown in January of 1942 at 72/4 cents, was reduced in 
September of 1942 to 65 cents; was increased on the 13th of ie i 


PRICES 3623 
to 66 cents and on the 28th of January, 1947, it was increased to 69 cents pec 
the 24th of February, 1947, it was increased again to 79-5 cents; and on June 31, 
1947, it was increased to 84-5 cents; on the Ist of April, 1948, it was increased 
to $1.15. | 
: Mr, Mower: That is all the questions I have to ask Mr. Knight, Mr. 
Chairman. 
Mr. Mayruew: The figures on page 12, in the last column to which you 
referred, seem to be different than the ones I have before me. Have they been 
corrected? 
The Witness: Yes.. 

. Mr. Moner: If you will allow me, that was explained yesterday to a supple- 
‘Ment to page 12, which you have there. The prices which you have on the left 
of the page are correct. The prices listed on page 12, on April 1, were the 
‘prices that were for the period ending March 31; so that the price at April 1 
is the one you see on the addition, the supplement which has been entered there. 
E Mr. Mayuew: I noticed they did not check with the statement, 
4 By Mr. Zaplitny: 
E Q. Referring to page 6, the second paragraph of that page, the following 
statement was made: “Over-all reductions in the material, labour, and overhead 
content of the sales dollar have been offset by successive increases in that part 
of the sales dollar represented by operating income.” Can we draw the con- 
clusions from that statement that in most cases where the actual cost of produc- 
tion of the product went down, due to lower cost of labour, overhead, and 
material, that the advantage was absorbed by operating income rather than by 
reduced price of the finished product?—A. Actually the components of cost on a 
sales dollar basis are percentages of the final figures reflected by the returns, 
and really where you have in one period a percentage of overhead to sales that 
percentage might be higher in the next period and, as a percentage to sales, it 
would not be a percentage to the same sales. The sales might have increased 
or reduced and the operating income might have increased or reduced. The share 
of the consumer sales dollar is reflected and the share of operating income in the 
Consumer’s dollar at a specific date is reflected by these figures. 
~ Q. On page 7, in the second paragraph below the table on that page there 
is a statement made which is similar to the one which I have just quoted ?— 
eYes. 

_ Q. There again it is stated “that the successive reduction of raw materials 
and overhead as a share of the sales dollar has been offset by the increase in 
Operating income.”—A. I think you must read along with that the following 
paragraph which states “As selling prices have increased in each of the suceed- 
ing periods which have been compared above on a sales dollar basis, due con- 
sideration must. be given to the decreasing quantity of goods represented by the 
Bes dollar.” That, tied in with the preceding paragraph, gives a clear view of 
What has actually taken place. 
% Q. Has there been any over-all evidence in the process of summarizing this 
recounting to show that an attempt was made to lower prices of the finished 
oroduct in line or at the same time that the cost of production went down, or 
Was the tendency to absorb that difference into operating income? I mean to 
ask whether the sale price of the finished product was a reflection in each case 
Mf the cost of production of the product or was there a tendency to absorb that 
| Bs into operating income instead?—A. I think that probably you could 
ell that from the figures submitted. To make a general statement would be 
fieult but if you take any one specific period and study the figures of that 
riod you could more easily perhaps discuss it. 
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Q. It would not be the same in the case of every company ?—A. No. 
Q. It would vary from company to company?—A. Definitely. 


By Mr. Pinard: 

Q. In this case you are dealing with Canadian Celanese Limited only— 
with respect to the two paragraphs which Mr. Zaplitny quoted?—A. Yes, in 
that instance we are dealing with Canadian Celanese Limited. . 

Q. Would you add anything to what you said previously, that you could | 
not draw a conclusion because there might be numerous companies?—A. I think — 
perhaps in the discussion with Mr. Zaplitny I was off on another tangent. 
Perhaps you would repeat the question? 

Mr. Zaprirny: You mean the last question which I asked?—A. Yes, 
please. 

Q. The last question was whether there would be a variation from company 
to company in the tendency to absorb the advantage of lower cost of production — 
into operating income rather than to reflect it in lower selling prices. Your ~ 
answer was that it would vary.—A. I think the tendency would be to vary from 
company to company. 


By Mr. Fleming: 

Q. Those companies might be operating under quite different conditions, — 
having regard to the fact that their production is different?—A. More especially — 
in artificial silk and nylon. 3 

Q. Yes, because those are relatively new industries? —A. Yes, I think we can _ 
say that when we see the new cornpanies which have come into production during ~ 
the period. ; 

Mr. Zapuirny: On page 8 there is a table at the bottom of the page with 
three headings, “pre-war period 1936-39”, “‘pre-price control period 1940-41”, — 
“price control period 1942-47”, and there appears to be a reduction in the labour” 
figure and the overhead. : 

The Cuarrman: And an increase in the price? 3 


By Mr. Zaplitny: 

Q. Yes, and also an increase in the operating income. I wonder if there 
could be some explanations given as to why, in view of the reduction in the com-— 
ponent costs of labour, and overhead being lower, the price was not reduced? As_ 
a result the operating income was much higher——A. I imagine that would be a_ 
matter of company policy. ¥ 

Q. Perhaps. You would not be in a position to explain that? 

Mr. Prinarp: All these explanations should be given by the officers of 
each company? ty 

The Wirness:* Yes. 

The Cuarrman: If-there are no further questions, Mr. Monet, will you cal 
the next witness? 

Mr. Monrr: Before Mr. Dixon is sworn, I would like to distribute a cop 
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of the questionnaire. There is no annual report of the company. ¥ 
Mr. Prnarp: Did you say there is no annual report? a 
Mr. Monet: It is a private company. : 
The CHatrman: At this time I would like to point out to the committee that” 


the two remaining companies which had not answered the original questionnaire’ 
have sent wires to us. In the case of the Cookshire Woollen Mills, Cookshire, - 
Quebec, they say they will send their ecmplete report within ten days. Thi 
Trenholmville Woollen Mills of Richmond, Quebec have advised the inforniatiol 
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required will be supplied in about ten days with a letter explaining their delay. 
The wires are both dated June 3. All companies have now acknowledged the 
second request made by the committee. 


7 Mr. Mower: Mr. Chairman, I was just saying that the questionnaire which. 
is being distributed is the questionnaire sent to Courtaulds and all other com- 
panies referred to in Mr. Knight’s report A. In the cotton group it was 
-mentioned this questionnaire would be distributed to the members of the ecom- 
mittee for reference but it was not necessary to print it as it was purely a 
repetition of the report. 


i 

i 

4 Mr. Shirley G. Dixon, President, Courtaulds (Canada) Limited, called 
and sworn: 

sf z 

§ By Mr. Monet: 

. Q. What is your occupation, Mr. Dixon?—A. President of Courtaulds 
(Canada) Limited. 

x Q. And your address?—A. 3236 Westmount Boulevard, Montreal, Quebec. 
~ _Q. The head office of Courtaulds (Canada) Limited is where?—A. Corn- 


wall, Ontario. 


Mr. Prvarp: Is that the head office for Canada? 
= ~The Witness: It is a Canadian company. 
4 By Mr. Monet: 


- Q. Mr. Dixon, I understand that you have been here and that you have 
‘heard the report by Mr. Knight on the manufacturing of artificial silk and nylon 
In respect of which certain information was supplied by your company?—A. Yes. 
— Q. Have you any comments to make on the report submitted by Mr. 
Knight?—A. It seems to me the report is very completely fair in so far as my 
company is concerned. 

» ‘Q. As far as the report is concerned you have no comments to make?—A. 
No, I do not think so. : 

Pa 
A By Mr. Pinard: : 
|) Q. Can I at this stage ask the witness whether he would comment on the 
‘statement which appears at page 6 of the report in the second paragraph, in 
which it is said that “the over-all reducticns in the material, labour, and over- 
| a content of the sales dollar have been offset by successive increases in that 
‘part of the sales dollar represented by operating income?” Would the witness 
(care to tell us why there was no reflection to the consumer of those reductions 
both in material and labour?—A. Mr. Pinard, I think you are working under 
| a misapprehension. 
ie Q. I am just reading the comment?—A. I know, but the explanation has 
been given. The cost at all times was increasing. There is no question but 
‘that labour cost was increasing and the material costs were increasing. At no 
ee since 1942 have costs been on the down grade; they have always been on 
the up gerade. 

)~ Q. But if I refer to this comment— —A. Those are pereentages in all 

cases. 
_ Q. The percentage was decreasing?—A. The percentage of the sales dollar 

vas decreasing but the cost of making a pound of rayon was not decreasing. 

— Q. Your cost of labour, and your cost of raw materials were both increasing 
luring that period?—A. Yes, at all times. If you will look at exhibit D7 you 
I see what I mean. At the top of the first page— 
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Mr. Moner: Pardon me, may I interrupt? I think it is important at this ~ 
stage to have identified certain samples. These samples have been submitted | 
to counsel but sufficient are not available for distribution to the members. | 
wish these, if not to be filed as exhibits, to be at least identified so that when we — 
refer to the articles listed in this report we will know what we are talking about. — 
Would you identify these articles and then answer Mr. Pinard’s question ? : 

The Witness: It will take just a moment. There are six bobbins with a_ 
couple of ounces of material on each bobbin. ; 
Mr. Prnarp: J would like to get some general comment with respect to. 

my question? . .- - 
The Wrrness: If you will let me do one thing at a time I will do better. 

By Mr. Monet: ¥ 

Q. You may answer Mr. Pinard, I just interrupted because I wanted to 
have these articles identified. They may be referred to later in your evidence.” 
A. If you will look at schedule D7 and take the first item, 100 denier, 40° 
filaments, bright viscose rayon yarn on cake cones, you will see that at January 
1, 1942, it cost us 56 cents to produce it. That figure is given in the first 
column; on September 15, 1947, it cost us 75 cents to produce it; as at April 1, 
1948 it cost us 72 cents to produce it. 3 
Q. A little decrease there?—-A. A little decrease there. Bs 

Q. Could you give us a breakdown of this to show by what proportion 
labour increased or decreased ?-—A. It is very easy to put it this way that from. 
1936 to 1948 our labour costs, our labour rates have increased by 132 per cent. 
1 think I could give you the total wage pill in a minute. The wage bill has 
risen from $1,675,000 in 1936 to $3,526,000 during 1947. ; 
Q. How can you reconcile those comments: you have made with the 
statement made by the accountant which I read on page 6 of the report? 
I cannot understand why it is stated there was an over-all reduction in material, 
labour and overhead during the period of time from 1939 to 1947? I do not 
understand how you can reconcile those reductions which are mentioned there 
with what, you have just stated. In other words, according to you, there 
seems to have been a steady increase in labour and a steady increase in raw 
material. in all component parts of cost?—A. That is right. * 
Q. While it is stated here there was a decrease?—A. There was a decrease 
in the percentage of the sales dollar which is a totally different thing from cost. 


By Mr. Winters: - ar 
ater 

Q. The only way you could reconcile what is stated on page 6 would be if 
there had been a disproportionate increase in operating income which is not. 
borne out by schedule D7?—A. Bear this in mind that between 1946 and 1947 
there was an increase of something over 3,000,000 pounds of yarn made and 
sold; that affects your sales dollar very vitally. I think you are not oetting 
something which is comparable. 3 
eS 

By Mr. Fleming: in 

Q. Are not the questions and answers at cross purposes? One is speniuaal 
terms of an absolute increase and the other is speaking in terms of a relative 
increase in percentages?—A. This is an increase in the percentage of the sale 


_ 


dollar which does not very vitally concern the company. EN 
ae 
By Mr. Pinard: x =i 


Q. This would have been prepared from some figures which were taken from 
the company’s reports?—A. There is no doubt of that. Mr. Knight made 
up from our own figures. He 
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Q. Which you stated are correct?—A. Oh, yes. 
- Q. Then, the percentage is based on the figures you supplied to the 
accountant. If those figures are true, there should have been a reduction in the 
material, labour and overhead, but you have stated there was not.—A. No, you 
are changing your proportions, Mr. Pinard. It is the sales dollar, but it does not 
“concern the cost of making a pound of yarn. 

t The CHairMAN: What we really want to know is whether the s 
have gone up more than costs; that is what we are after. 


$ By Mr. Pinard: 


‘ Q. Exactly, but the witness answers it might be due to volume the percentage 
went down. I do not understand that at all and I cannot accept it as an 
explanation of what the accountant says at page 6. Somewhere in these figures 
there has to be something to prove there has been a decrease in material, labour 
and overhead?—A. That is proven by schedule D7. 

& Q. I do not think so. You just stated that schedule D7 showed an increase, 
“except for the last period when there is a slight decrease?—A. As I say, the 
eontrary is proven by schedule D7. 

~  Q. Yes, I would feel that the contrary appears to be the case. It says here: 
é Over-all reductions in the material, labour and overhead content of 
e the sales dollar have been offset by successive increases in that part of the 
“4 sales dollar represented by operating income. 


elling prices 


In other words, it has been successive and constant. It is for that reason I do 
hot understand how, in the face of that statement made by the accountant you 
would still say there was no decrease in labour, material and overhead. I do not 
say it is not true—A. I say I differ from that. I say there was a very serious 
increase, 

4 


E By Mr. Winters: 
B Q. In what?—A. In the cost of labour and in the cost of material. 
=> By Mr, Zaplitny: | 


_ Q. But that is not a proportionate increase?—A. Not necessarily propor- 
tionate. I am saying there was an actual increase for which we had to write a 
cheque at the end of the month. 

_ Mr. Pinarp: I wonder if Mr. Knight could, at this stage, tell us what he 
Meant by that because the witness has referred to schedule D5? 

3 The Cyairman: I think it is of importance. 

_ Mr. Pryarp: We need some explanation because I do not understand that. 
_ Mr. Moyet: Perhaps the witness could reconcile the wording on page 6 with 
the statement he has just made and make it clear to the members of the com- 
mittee. You have heard the statement read from page 6, and you say you agree 
vith it. 
~ Mr. Prvarp: It is an important statement because it is made concerning 


ll companies. 
| 


| Mr. Kuut: It is a matter of interpreting this statement. 
3 ; By Mr. Monet: 
-__ Q. Could you reconcile the statement on page 6 with which you have agreed, 


vith the statement you have just made?—A. No, I have not the figures here 
0 do that. 


! __ The Cuarrman: I think it is up to Mr. Knight to explain it. 
iz Mr. Monet: Shall we recall Mr. Knight? Do you wish him to explain 
Row? 


: The Cuarrman: He could intervene to explain it now. 
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E. H. Knight, of Knight & Trudel, Chartered Accountants, Quebec, 
P.Q., recalled. ie fae 


By Mr. Monet: 

Q. Could you explain what you meant by this statement made on page 6, 
Mr. Knight? Could you explain what you meant by this statement commencing, 
“Over-all reductions in the material, labour and overhead content—” and so on 
to the end of the paragraph?—A. If you will turn to page 5, you will see that 
the average for the pre-war years reflects operating income as 5-2 per cent of 
the sales dollar and the average for the war years, 1940 to 1945, is 14-4 per cent 
of the sales dollar. In the post-war period of 1946 and 1947, the average is 15-5 
per cent of the sales dollar. Hence, the remark on page 6. 


By Mr. Pinard: : 
Q. In other words, what you meant in your report, if I understand correctly, 
is that there appears to be on the books of the company a reduction for labour 
from 33:3, for instance, in the pre-war years to 28-1 in the war years and then 
a little increase to 29°4, and that this reduction which appears from the pre- 
war years and the war years has been offset by an increase in the operating 
income; is that correct?—A. I want to make it very clear. It could quite easily 
have happened that a man on the payroll of this company in 1936 had a pay 
rate of, let us say, 75 cents per hour and that pay rate was constant during the 
1936 to the 1939 period. Now, that same man might, in the war years, 1940 te 
1943, have received $1 per hour, but because the selling price went up fastel 
than his pay went up, so far as this company was concerned, the relation of his 
- dollar of pay to the sales went down. 
Mr. Winters: That is what we said, there was a disproportionate increas 
in the operating income. 


Shirley G. Dixon, President, Courtaulds (Canada) Limited, recalled: 


By Mr. Zaplitny: 

Q. May I just ask a question, Mr. Chairman? Would it be correct to say 

other things being equal, an increase in the operating income means an increas 

in the net profit of the company? . 
Mr. Prnarp: Not necessarily. 


The Witness: Other things being equal. 


By Mr. Zaplitny: 4 
Q. Other things being equal, an increase in the operating imeome means a 
increase in the net profit of the company?—A. Yes. As I see it, operating incom 
is simply the residue, what is left after you paid your taxes. It has been carefull 
defined in Mr. Knight’s report, but it 1s not the operating income on the sale 
dollar that is going to determine what you are going to be able to pay you 
shareholders. . | 
The CHAIRMAN: Is there any figure which shows us what the over-all gro: 
profit or net profit of the company is and the cost of operation? 3 
Mr. Monet: Yes, they are all there, Mr. Chairman. ‘ 


| 


| 
| 


By Mr. Monet: é 

Q. Looking at schedule D-8, you will see the net profit. It is upon that la 
eoing to question the witness now, Mr. Dixon, I note from schedule D2—I wi 
to start on schedule D2 so I can make it very clear—your operating income 
1947 was 21:3 of sales; is that correct?—A. That is right. ; 
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_ °Q. And on schedule D8 I note that the return on capital for your company 
r the same year, 1947, was 7-6; is that correct?—A. That is right. 
Q. Would you tell the members of the committee first, what deduction must 
e made from the operating income which, I understand, is quite different from. 
he net profit, will you say what deduction must be made from the operating 
income before arriving at a net profit after taxes?—A. Well, the main deduction 
is just a little over 40 per cent for His Majesty in income taxes. Right away, 
hat takes 8 per cent-from that 21 figure. 
a Q. From the operating income?—A. That is right. 
Q. Is there any other deduction that must be made?—A. Well, the others 
are not too serious. In our case, in the case of Courtaulds, we had a consider- 
_ able amount of money invested in government bonds awaiting the building of 
a new factory and those bonds have not paid us anything like the income we 
could have earned if we had been able te manufacture with that money. So 
-there is an adjustment there, and I think the difference is explained in just the 
two things. 
By Mr. Winters: 

Q. The only operating expense not included in operating income is your 
abour, materials and overhead; isn’t that right? All the other deductibles are 
included in operating income. That is the way it is defined here?—A. What did 
you say? What is that? 
_  . I say the only expense not included in operating m.ume as defined here is 
labour, materials and overhead?—A. No, no; those are all included in operating 
overhead—handling expenses and so on are included. The net operating income 
does not include financial expenses, income tax and revenues on investments, and 
oss of profit on sales investments. 
_ QQ. All the way through this statement the sales dollar has been broken 
down under four headings; material, labour, overhead and operating income; 
therefore, the only item of expenses not included in operating income are labour, 
_ materials and overhead?—A. Oh, yes; but your real financial problems are not 
yased in that way. 
Q. I know, but there is nothing else in here according to this. 
financial item is not included. 
_ @. No. What I mean is this; the normal rank and file of business people 
i the country take labour, material and certain markups, which includes other 
“operating expenses. Now, the only operating expense you have included in 
Operating income is overhead.—A. I know that. 

~  Q. All of the other expenses are still to come out of operating income, except 
Overhead. That is the way the statement shows it. 
_ Mr. Monet: The definition of operating income will be found on state- 
ment 2. 
Mr. Prvarp: That is what Mr. Winters said, there is another item. 
[ The Witness: The figures shown under operating income there just read: 
Operating income before inventory reserves and taxes on income. Add: other 
‘Income: dividends from subsidiary companies, investment and other non- 
Operating income— 


A. Well, the 


By Mr. Winters: 

_ Q. All right, what are the other major items of operating income which you 
have included other than material, labour and overhead?—A. I have just 
lained that there is only income tax and this question of what we earned 
mM capital which was directly employed in the business. 

Q. We are talking about the same thing then—A. Yes. 

Mr. Wrvrers: I was just trying to relate it back to this same statement. 
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; j 4 } 
The CHarrMAN: It seems to me, Mr. Monet, if we could concentrate for the b 
time being on the profit after taxes figure for 1947 and use that as a basis for. 
your examination, you see we might be able to get this picture clear. 4 
Mr. Monet: I know, Mr. Chairman; but the way the report has been made, 
and I think it should have been made as it was, they are showing the percentage 
vf operating income that appears from their charges; and that is what I am_ 
dealing with now—that I think it is far from being as large an operating income 
as the company might have wanted; but so that there might be no misunder- — 
standing I want the witness to explain what becomes of the difference between — 
operating income and net profit which goes to the shareholders. That was the- 


basis of the questions I was directing to the witness, Mr. Chairman, | think © 
we should have that explanation. 7 
By Mr. Monet: i 

Q. Now, Mr. Dixon, would it be proper to say that following the last 


answer you gave as to the deductions from operating income that have to be- 
made that the shareholders in this particular year of 1947, speaking of your. 
company only, that you obtain a return of 7°6 per cent, which was the net 
profit to capital it was necessary for your company to establish a selling price 
for your product that produced an operating revenue of 21:3 per cent?—A. Yes. 
Q. What would you consider a fair rate of return on capital invested in an 
industry like yours?—A. Well, we cannot keep modern unless we can earn 10° 
per cent; and that is based on paying 6 per cent to our shareholders and keeping” 
4 per cent to provide against obsolescence, which the government does not 
allow us to provide for. ‘ 
The CHAIRMAN: You said to keep the business—what? z 
The Wrrness: To keep the business modern. Fa 
The CuairmMan: Oh, I see, to keep the business modern, and you only | 
earned 10 per cent in one period, 1941? 2 
The Witness: That is right, and we have not kept our business modern. ; 


By Mr. Monet: : 

Q. What do you mean by keeping the business modern?—A. Providing for 
taking out machines as they wear out. You see, we are still spinning in Cornwall 
with the same type of machine that we used 25 years ago. At the present time | 
there are machines available, if you have the money to pay for them, which — 
make a distinctly better yarn and probably a little better type. a 


Q. You say you turn your machines in— —A. I say we were spinning 
with the same type of machine that we were spinning with in 1925, but there 
have been certain minor improvements made. = 


By Mr. Fleming: k: 

Q. Is not a fact, Mr. Dixon, that in recent years there have been vast 
and rapid technological changes resulting in improvements in production and 
products?—A. Definitely. a 
- Q. And resulting in very rapid obsolescence of machinery?—A. Our com 
pany is faced today with $10,000,000 that we should spend on replact 
machinery. We are not in a position to spend it at the moment. ; 


By Mr. Pinard: 

-Q. When you talk about a 10 per cent return, what do you take into 
account so far as wages are concerned? What is your comment on that 
A. We pay the highest wages in the industry. Our average wage today 1 
$1.05 an hour, men and women. F. 
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By Mr. Fleming: 


 Q. Speaking of obsolescence, and repair and maintenance of equipment, 
does the country allow you to take accounts in income tax and excess profits 
tax of obsolescence?—A. They do not allow us anything for obsolescence. They 
allow 10 per cent depreciation on machinery and 25 per cent on buildings. Buti 
nothing for obsolescence. 


By The Charman: 


: Q. Assuming what you say about keeping the property modern; assuming 
that to be the case, and I have no doubt that when you say it is, it is—but I 
; just want to invite your attention to this; having in mind that this is an 
abnormal period with an inflationary tendency there is an obligation on the part 
of everyone to see if we cannot get that down; and the significant figure to me 
is not so much your percentage of net profit on capital—that is significant in 
_ 1947. The significant figure is the figure of net profit after taxes, which in that 
2 year is the highest in the whole history of your company since 1936.—A. That 
ei is significant in one respect, Mr. Chairman; but in another, not at all. 
= . In what respect is it not? Remember what my question was. I said, 
over a long term I can understand the importance of net profit to capital, over 
y a long term; but having in mind the character of the period right today, that we 
are in an inflationary period when it is a necessity for everyone to get down to 
the lowest possible level; is not the significant figure your net profit after taxes in 
1947, which was the largest since 1936?—A. If I might be allowed to say that 
en 1947 we produced 15,679,000 pounds of yarn, which was 1,600,000 more than 
we had ever produced in our history before. Now then, I am very glad of a 
_ public hearing to pay tribute to our labour. Our labour was at least half 
€ “responsible for doing this. ‘They have co-operated splendidly in the last two 
"years. We have paid for it in dollars and they have paid us in production. 
| We have been able to make certain mechanical improvements. But it is these 
Bvo things, at least as much as the increase in price, which have been responsible 
for the fact that we are beginning to earn a modest return in 1947 of 7-6 per cent. 
That i is still not an adequate return, in my opinion. 
= Q. Well, it is higher than any other period but one.—A. I know, but it just 
_ shows you what we have been up against for these 25 years: 
| Q. Do you not think 7 per cent is a good return?—A. Not in a business that 
| fluctuates as ours fluctuates. After all, the Bell Telephone Company on a utility 
| basis is guaranteed 8 per cent. 


: ‘ 
i 
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-_— - By Mr. Monet: 


14 % Q. Then Mr. Dixon, taking the answer you gave a few minutes ago, that you 
| should make at least 10 per cent; I take it then that in order to get this 10 per 
“ent net profit you would have to have an operating income much higher than 
| the 21-3 per cent you have shown for 1947?—A. Yes. 

_ Q. And what do you figure then would have to be the operating income 
3 ‘realized the 10 per cent you have referred to?—A. I suppose about another 6 
| per cent on operating would do it,—6 or 7 per cent. I haven’t worked it out. 

Q. And if you were able to get your earnings up to a net profit of 10 per 
i “cent, that would be returned to the shareholders?—A. Yes, it would be returned 
1 to the shareholders. It would not all be paid out to them. 

is Q. In saying that you would have to have an operating profit of around 
30 per cent?—A. Yes—around 27 per cent. 


| Myr. Winters: You mean operating income, do you not? 
Mr. Moner: Operating income, yes. 


Al 
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By Mr. Mayhew: . . @ Se “4 

Q. What is your sales relationship to capital employed; in other words, how 
often do you turn your capital over?—A. In the case of a business like ours that 
takes about a year and a half to turn our capital over. Last year. it dropped 


: 
from the peak year, 1947, but we still had something over $11,000,000; and we : 
employed pretty nearly $19,000,000 to do it. That is one of the reasons why we 
feel we have to get a higher return. rite . 

Mr. Mayuerw: I think the committee have been dealing with some a 
types of business where they turn their capital over seven or eight times a year. © 

_ Mr. Monet: Referring to schedule D-5, the first quarter of the current year, 

1948— 

The CuHatrmMan: Are we finished with D-8? 

Mr. Monet: I have a question to ask there for the first quarter. It has to 
do with the increase in price as of April 1. 


" 


ByeMr. Monet: 
‘Q. You have an operating income of 18-7 per cent for the first quarter of” 
1948?—A. Yes. a . 
Q. Now, this is a larger operating income than for the majority of the other” 
years, and larger than the average operating income you have earned, is it not?— 
A. ‘That depends on how far back you average it, Mr. Monet. If you compare itz 
to 1946, it certainly is very much larger. In 1946, we had a caustic soda strike” 
in this country, and you will notice that our sales dropped in the second quarter” 
from 2,323,000 to 1,650,000 in the third quarter; and then they were at 1,302,000. 
in the fourth quarter, and we had an operating loss. + 
Q. But it would still be larger average operating income to sales for quite 
a few years back, would it not? If you refer to statement D-2, at least for. 
1941?—A. Yes, that is right. . 
Q. Then would you give us an explanation of this operating income for the 
first quarter of 1948, as to why it was larger than it has been for a few years 
back; and, particularly, why it was felt necessary to raise the price on April 1? = 
A. We first decided to increase it on the Ist of April. We decided on that im 
February of 1948. At that time we were faced definitely with about $1,437,000 
of an increase in cost. We raised the price by 5 cents on textile yarn only, 
which takes care of about 94 billion, which were produced from $450,000 to 
$475,000. We are still short in 1948 by a million dollars. I could give you some 
of the principal items from memory. On the 1st of February of this year we. 
put in the cost-of-living bonus which is costing us $450,000. That is a part of 
that. Raw materials are up in bulk about $300,000 for the year. Since the 
increase was decided on our freight rates have been increased adding another 
$40,000 to $50,000 to our bills. That does not add up to $1,437,000, but I have- 
just given you a few of the principal items. a 
Q. But, Mr. Dixon, if you refer to statement D2, I see there that for the 
year 1947 the average operating income to sales since 1941, inclusive, wa 
ee ey the operating income for your company for the first quarter of 19487 
—A. Right. : 
Q. But yet for the reasons you have given you felt that the price should 
be increased on April 1 of this year?—A. Oh, yes. I think they will have to 
be increased again myself, unless something happens quickly. = 
Mr. Winters: What do you mean by that? 3 
The Wirness: I mean, unless this general rise stops quickly we will have 
to increase our prices on our yarn. cea 
Mr. Winters: What particular rises have you in mind? 
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e The Wirness: Well, this cost increase. I am faced on Monday morning 
with an increase of 20 cents an hour across the board for labour. I am not 
saying that I am giving it. 
‘The Cuamrman: I suggest to you that in view of this what we call significant. 
figure of net profit after taxation you would want to give great consideration 
to doing that at the present time, would you not? 

_ The Wirness: I would like the committee to rise before I did so. 


The CHairMAN: That shows, of course, the value of this committee. 

I think we have to adjourn now. I have just been consulting informally 
with several of the members of the committee about our next meeting. Some 
_of the members are not here and I want to consult them. Will it be agreeable 
to leave the calling of any executive session for either tomorrow or Monday 
to the Chair, depending upon what arrangements he has been able to make to 
“meet the convenience of a sufficient number of members of the committee. 

_ Some Hon. Memsers: Agreed. 


The Cuarrman: I have consulted Mr. Fleming and several others. Shall 
we leave it that way? That you will expect an executive session either tomorrow 
or Monday? 

_ Mr. Fremine: Mr. Chairman, you had better warn those who are standing 
by waiting their turn to be called as to when they may expect to be called. 

_ The Cuatrman: That will be Tuesday morning next at 11.30 o’clock. There 
will be an executive session before that. . 


____ The committee adjourned, to meet again on Tuesday morning next, June 15, 
1948, at 11.30 a.m. 
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Mr. Zaplitny on oe said committee. 
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Attest. ~ | : | 
ARTHUR BEAUCHESNE, ~— 
: ; Clerk of the House. m 
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MINUTES OF PROCEEDINGS 


Tunspay, June 15, 1948. 


The Special Committee on Prices met at 11.30 a.m., the Chairman, Hon. 
Mr. Martin, presiding. 


_ Members present: Messrs. Beaudry, Beaudoin, Fleming, Harkness, Kuhl, 
Lesage, McGregor, Martin, Maybank, McCubbin, Pinard, Thatcher, Winters. 


Mr. Fabio Monet, K.C., Counsel to the committee, in attendance. 
M.S. G. Dixon, President, Courtaulds (Canada) Limited, Cornwall, Ont., 
was recalled and further examined. 

Witness discharged. 

_ Mr.-G. H. Glass, Vice-President, Commodity Prices Stabilization Corpora- 
tion Limited, was recalled and further examined. 
_ . Witness retired. 


me Mr. A. G. 8, Griffin, Secretary, Wartime Prices and Trade Board, was 
‘recalled and further examined. 


if During proceedings the Vice-Chairman, Mr. Maybank, took the Chair. 
Witness retired. 

= Mr. H. G. Smith, First Vice-President, and Mr. R. W. Sharwood, Vice- 

President and Treasurer, Canadian Industries Limited, Montreal, were called, 

‘sworn ‘and examined. Mr. Smith produced copies of answers to preliminary 

questionnaire and of the Canadian Industries Ltd, Annual Report, 1947. 


At 1.00 p.m. witnesses retired and the committee adjourned until 4.00 p.m. 


= 
— 


AFTERNOON SITTING 
_ The committee resumed at 4.00 p.m., the Chairman, Hon. Mr. Martin, 
presiding. 
__ Members present: Messrs. Beaudry, Beaudoin, Fleming, Irvine, Lesage, 
‘Martin, Maybank, McCubbin, Merritt, Pinard, Thatcher, Winters. 
. Mr. Fabio Monet, K.C., Counsel to the committee, in attendance. 


___A brief submitted by “La Ligue Patronale des Boulangers Indépendants” 
of Montreal, under date of June 14, was laid over for consideration by the 
‘committee in its executive session to be held on June 16. 


_ Mr. Smith and Mr. Sharwood were recalled and Mr. Smith was further 
examined. Mr. Smith filed, 


__ Exutsir No. 142—Chart showing comparison of domestic and foreign selling 
prices on nylon. 


_ At 6.00 p.m. witnesses retired and the eammittee adjourned until Wednesday, 
June 16, at 4.00 p.m. 


i R. ARSENAULT, | 
hee Clerk of the Committee. 
| a | 
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MINUTES OF EVIDENCE 


House or Commons, 
June 15, 1948. 


4 The Special Committee on Prices met this day at 11.30 a.m. The Chairman, 
Hon. Paul Martin, presided. 


- ‘The Cuatrman: Order, gentlemen. 
___ I am going to ask the members of the committee to be here on time. We 
have a lot of work to do. Will you proceed, Mr. Monet? et 

Mr. Monet: I will recall Mr. Dixon. 


“s 
% Mr. Shirley G. Dixon, President, Courtaulds (Canada) Limited, 
recalled: 

Rtg 

We By Mr. Monet: 

__ Q. On Thursday at the adjournment, you told the members of the committee 
that it would probably be necessary to increase your selling prices still further. 
in spite of the fact that the net profit after taxation of Courtaulds (Canada) 
Limited was $1,434,000 in 1947 as against $489,000 in 1946. Would you care to 
comment further on that statement, and particularly as to why such action may 
be necessary at a time like this?—A. Mr. Chairman, I think what I said hangs 
‘together reasonably well. We earned, in 1947, 7-6 per cent on our capital. I did 
make the statement to the committee that I felt we could not carry on per- 
manently and keep modern with earnings of under 10 per cent. At a different 
point in my evidence I said the company was faced in 1948 with $1,437,000 
additional cost and that the 5 cent increase provided approximately $450,000 of 
that $1,437,000—which leaves us approximately $1,000,000 short on the basis 
of 1947, and which would reduce our earnings to capital considerably below 7-6 
per cent. I think that will answer your question. 

__ Q. Do you foresee any other increases in your operation for the current year? 
—A. Increases in our own production? 

__ Q. Yes—A. Not for the current year. We will bring in a very big increase 
T hope early in 1949. We have gone ahead and constructed a staple fibre plant 
which by early in J anuary 1949 should be producing staple fibre at the rate of 
about 8,000,000 pounds a year and which we hope will change our profit 
position considerably. 

_ Q. When we look at schedule D8 for the period covering the years 1936-47, 
except for the year 1941 where your net profit after taxes was a little over 
$1,000,000, we see that there is a big increase for the year 1947 as compared 
with any of the previous years?—A. That is generally speaking correct. 
 _Q. In spite of that you feel your orice will have to be increased still further 
during the course of this present year?—A. Yes, we will increase our prices 
reluctantly because I am afraid we are pricing ourselves right out of competition. 
On the figures, there is nothing else for it. I do not know whether the com- 
mittee would be interested but this arises perhaps not directly but indirectly 
Tom your question. The price of rayon yarn for three countries, Canada, the 
: States, and England between 1939 and 1948 is significant. I will take 
100 denier yarn and the Canadian prices have increased 28-5 per cent; the 
United States prices have increased 33-3 per cent; the English prices have 
Mereased 116-6 per cent. 
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By the Chairman: : 
Q. What was the last figure?—A. 116-6 per cent. 
Q. That is in the United Kingdom?—A. Yes. With respect to 150 denier 
yarn, the Canadian prices have increased 30-5 per cent; the United States prices 
have increased 41-5 per cent; English prices have increased 127 per cent. 


Mr. Monet: Those are all the questions I have to ask of the witness. 
The CuHairmMan: Are there any other questions? R 


By Mr. Thatcher: 
Q. Mr. Chairman, I do not know whether the witness has covered this 
eround—I was not here on Friday—but if he has not done so, I wonder whether 
the witness would say what effect he thinks if any there will be because of 
the taking off of the British tariff? What effect if any will that action have on 
this type of industry?—A. My feeling, and it is nothing more than a feeling, is 
that there will be no effect because supplies are not keeping up with the demand, 
The minute the production situation turns the other way we may find it serious: 
Q. With British prices having gone so much higher do you think you can 
still compete quite easily?—A. Yes, for the time being, but I am not saying what 
will happen when rayon becomes a surplus. It is a long way from being a sur= 
plus now. There is just one other matter and that is wages. I do not know 
whether the committee is interested but I will only take a minute. 5 
Q. Yes, go ahead—A. These are not round figures, they are the actual 
figures for average wage rates both male and female. 7 
Q. Are those in your brief anywhere?—A. No, I did not submit any brief 
Mr. Thatcher. What you are reading from was prepared by Mr. Knight. I 
1936 we paid an average wage per hour of 37-9 cents; in 1939 we paid 44: 
cents; in May of this year, 1948, we were paying $1.053 cents per hour. 
Q. Your average wage is $1.05?—-A. Yes sir. 
Q. What would be your beginner’s wage at the present time, for girls?—A. 
45 cents an hour. 
Q. Until they are trained?—A. Until they are trained, and the training is 
a matter of not less than three months and as much as five months. 3 
Q. Then they advance?—A. Yes, they advance to 65 cents an hour. They 
will have a couple of small jumps in between but I am afraid I cannot give you 
the exact detail on that. a 
Q. Have you found that your capacity is less than it could be if you could 
get. more labour? Has labour a restraining effect?—A. No, we are all right o1 
labour, particularly male labour. We find a great deal of difficulty in persuad 
“our female labour to earn more than a fixed amount per week. Our female s 
is not interested in incentives. At the present time we are working on a sche 
which, praise God, will work, but that has been the story for three years. Our 
Saturday morning shifts are very hard to fill and anything that approaches 2 
surplus over $25 to $27 a week is not of interest. That is the only place wher 
labour is a difficulty. ; 
Q. Has your company made any use of immigrant labour?—A. No. W 
may have the odd one but you could not say at all that we used immigrant labou 
Mr. MacGrecor: You say the employees are not interested in anything ove 
a certain wage level. Is that because of income tax? x 


The Wirness: I think that has a great deal to do with it. 
The CHaArrMAN: Are there any other questions? - 


By Mr. Thatcher: ; 

Q. I am sorry that I have not been able to go through the evidence V 
carefully but has anything been done with respect to the wage increase W. 
you suggested might have to be made?—A. No, the union asked me yesterday 
postpone that matter. Perhaps they want to hear more about this. : 


_ 
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___ QQ. You have not made any decision as to what you are going to do?—A. 
_ No, and that decision will not be made for a couple of weeks. 
_ _ Q. Is that one of the main reasons why you suggest you may have to raise 
_ prices?—A. It is easily enough put into figures, If we grant the union’s request 
-—and I like to call it a request rather than a demand—we just have to find 
_ $793,000 more. That is the figure which the 20 cents an hour will cost us. 
f Q. If you do not grant an increase could you maintain prices?—A. No. The 
$1,437,000 does not include any estimate for an increase in wages but it did 
include an estimate for the cost of living bonus which we have been paying since 
_ February and which is now costing us $425,000 a year. 
3 Q. It is not primarily wages which will result in having to raise your prices? 
_ —A. Of course, if we have to pay anything like $790,000 additional wages this 
year we will have to put the price of yarn up about 3 cents. 
; @. Perhaps I am covering ground that has been covered but what is it that is 
- going to force the price higher?—A. The other day I gave figures, which ‘while 
perhaps not accurate, would total up to an answer. 
& Q. I do not want it in detail but could you state the reason generally? Is 
» it your cost of raw materials?—A. Yes. Here is what I said the other day, Mr. 
_ Thatcher: “We decided on that—the increase—in February of 1948”. “At that 
_ time we were faced definitely with about $1,437,000 of an increase in cost. We 
raised the price by 5 cents on textile yarn only, which takes care of about 
9,500,000, which would produce from $450,000 to $475,000. We are still short 
~ in 1948 by a $1,000,000” Raw materials in bulk are up about $300,000 for the 
'year. The cost of living bonus is running about $425,000—on Monday I said 
~ $450,000 but $425,000 is the right figure. There is an increase of $40,000 to 
_ $50,000 in freight bills, and insurance, compensation, and other things all add up 
as your wages go up. The cost of living bonus puts the compensation insurance 
_ figure higher and the whole thing totals $1,437,000, but that does not take into 
account any increase in wages effective July 1, 1948. The agreement which we 
_ have with the union runs out on the Ist of July. 
Q. I wonder if you would refer for a moment to page 3633. 


_ Mr. Maypanx: May I just interrupt there, Mr. Thatcher. Has there been 
_ any mention of the name of the union which is involved here? 


The CuatrMan: No. 


eek ce 6 
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Mr. Maysank: Would you just put that on the record, please? 


Ke The Wirness: Yes, I would be glad to do that. It is the Textile Workers of 
America, C.I.0., C.C.L., Local 779. 

is By Mr. Thatcher: 

| Q. On page 3633 of the evidence you made this statement: “I am faced on 
Monday morning with an increase of 20 cents an hour across the board for labour. 
I am not saying that I am giving it. 

The Cuarrman: I suggest to you that in view of this what we call significant 


figure of net profit after taxation you would want to give great consideration to 
‘doing that at the present time, would you not? 

__ The Wrrvess:.I would like the committee to rise before I did so”. 

__ My question is why would you like the committee to rise before you make 
that decision on wages?—A. That is a reporter’s mistake. What the chairman 
referred to was my statement that we were going to have to increase prices. 
In my reply I said that I would like the committee to rise before I did so and 
that refers to prices and not wages. This committee has nothing to do with 
‘the decisions which the company takes about wages and these negotiations. 
‘You would agree with me, Mr. Chairman? That was the sense of what 
transpired on Thursday? — 

oF “ 
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The Cuarrman: Frankly I was thinking of something equally as important 
about which I was going to ask you. I took from your answer that you had a 
holy respect for this kind of a committee. ] 


The Wrrness: Of course, sir 


By Mr. Maybank: 
_ Q. Did that mean that if the committee were not sitting and looking into 
this matter at the present time that you would Jump your prices and that you are — 
only waiting until this committee shall adjourn in order to jump your prices? — 
—A. No. ; 

Q. Is that what it meant?—A. Not quite that, Mr. Maybank, no. 

Q. I would like to be as direct as possible?—A. I may have to increase 
those prices whether the committee sits or whether it does not sit. 

Q. Then the words “I would like the committee to rise before I did so” | 
did mean something? What exactly did that sentence mean?—A. I suppose | 
if you get down to it that a price increase coming along now—actually this first 
price increase was made while the committee was sitting—resulted in me spending 
a good deal of time in Ottawa and I do not want another price increase and 
to have to spend a lot more time here. ! 

Q. My question was what exactly is the meaning of the words “I would 
like the committee to rise before I did so”? That is my precise question. While 
your answer did not specifically state the meaning of those words you did answer 
in such a way as is causing me to infer that you are only waiting for the 
committee’s adjournment to jump prices. I do not know whether you would 
think that is a fair interpretation of the phrase or the sentence which I par-— 
ticularly quoted? Would you think that is a fair interpretation?—A. No, I 
do not think so. : 

Q. Then would you follow through to give the exact meaning of that quoted — 
sentence, “I would like the committee to rise before I did so”? Now, I have — 
placed an interpretation upon that only for the purpose of clarifying things in_ 
my own mind but I have placed an interpretation on it which you say is not a 
fair interpretation. Will you give an interpretation?—A. I do not know. After — 
all one interprets something that is difficult or ambiguous. I do not think there- 
is anything ambiguous about that statement. I would sooner have the price 
rise occur after this committee had finished its work than during its work and_ 
that is all. ; 

Q. Why? 

Mr. THarcuer: Are you ashamed of the price rise? 


The Wirness: Not a bit ashamed. Do not let anyone misunderstand that. 
Iam not ashamed of our price situation and I am making apologies to nobody. 


-s 
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By Mr. Maybank: a 

Q. Please bear in mind, in answering me, that the word “ashamed” was 
introduced by my colleague, Mr. Thatcher?—A. I know. e 
Q. Let us get down to a more calm type of question and answer that up 
until that time had been proceeding. You used the word “sooner’, and you. 
said “I would sooner have it occur after the committee rose”. You betray 4. 
preference in your timing, but why?—A. I know very well the answer, Mr. 
Maybank, but I am not sure that I want to have it on the records of this. 
committee, and that is not for my sake. | 


Mr. TuarcHer: Do not be hesitant, Mr. Dixon. 


By Mr. Maybank: 
Q. Just a moment, please. I am not approaching this examination with a _ 
view to, shall we, say angering you— —A. No, I am not a bit angry. 
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a, And I am suggesting to Mr. Thatcher that interjections of a ne might 
use an emotion which I am not aiming at at all. Now you say, sir, “I know 
the answer very well but I am not sure that I would like to have ‘it on the 
ecord—” but there is not any reason that this committee knows of why a 
truthful answer should not go on the record— 


The Cuarrman: I do not think the word “truthful” is very fair. 


By Mr. Maybank: 


~  Q. Oh, I do not mean it that way?—A. No. 

mG)! 1 do not mean to connect the word “truthful” with the word “veracity” 
but my meaning with respect to “truthful” is that we have no reason for 
desiring to blot out any information. There is no reason that we know of 
why the whole story should not be heard.—A. My feeling is not information. 
I think you are completely entitled to ask me for information. 

—  Q. I see what you mean. You feel that questions which go to elicit facts 
are rather more appropriate than mere inquiries into thought processes of your 
mind?—A. That is it. 

* QQ. I see what you mean. I think there might very well be something in 
-. You would put it this way, then, that “I would sooner wait until the com- 
nittee has risen before there should be a price increase.” That is a matter of 
mere opinion and you are saying that you do not desire to disclose the exact 
reasons which make you come to that conclusion. It would be opinionative 
evidence. If you do not like to disclose—A. I would be very glad to tell you 
afterwards, Mr. Maybank. 

Q. If you do not like to disclose your reason for the timing I do not think 
you need answer. 

_ The Cuatrman: I take this from Mr. Dixon’s remark. I remember during 
the bread inquiry this same point arose as the result. of questioning by Mr. 
Irvine and Mr. Lesage. One of the witnesses in the bread inquiry expressed 
the same view as Mr. Dixon has with regard to what he believed to be the 
restraining effect of a parliamentary committee such as this. I take it from 
Mr. Dixon’s remark he is making the same kind of observation as has been made 
by several other witnesses. This shows there is value to this kind of parlia- 
mentary body. It is hard to put your finger on, but it has a restraining effect. 
I take it that is what you meant, Mr. Dixon? 

The Wirness: Yes, sir, it has had a restraining effect. 

_ Mr. Maysanx: Well, I shall not press the point. 

‘ By Mr. Thatcher: 

_ Q. That is a very encouraging statement, but there is one point upon which 

Lam not clear. If you think the rise is not justified while the committee is 

itting, how do you justify it afterwards?—A. I think the rise is completely 
meted while the committee is sitting, but I do not think it is good business to 
make it 
2 Q. I cannot reconcile your statement. Why is it good business after the 
committee is sitting if it is not at the present time? 

Mr. Maysanx: What you are doing is trying to cause us to ‘sit all summer. 
_ The Wirness: That would be a tragedy. 
Mr. Maypank: It would indeed. 


By Mr. Thatcher: 


3 
_ Q. Are you afraid some political group wculd make political capital of it?— 
A You cannot get me into politics that way, Mr. Thatcher. I had my day in 
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The CHAIRMAN: You might be aieeneen if Mr. Dixon were a supporter 
of yours. . 

Mr. Tuatcuer: I would, yes. You stated a moment ago the union asked 
you to hold off your decision; did T understand oe to mean in connection with the 
wage increase? 

The Wirness: Not the decision, the negotiations have not opened. They 
were to have opened yesterday but the union asked for a postponement of them. 
I believe Sam Baron who is head of these Textile Workers of America is in New 
York and that is the reason. 2 

By Mr. Thatcher: 

Q. This price committee did not have anything to do with it?-—A. No. 

The CHAIRMAN: Next witness. 

Mr. Moner: Mr. Glass, please. 

The Cuarrman: ‘Thank you, Mr. Dixon. 


G. H. Glass, Vice President, Commodity Prices Stabilization Corpora: 
tion Limited, recalled: 


By Mr. Monet: 


Q. Mr. Glass, you are already sworn. You have given evidence in cone 
nection with this part of the investigation dealing with cottons. As was reques=— 
ted of you in connection with the cotton investigation, I have asked you to prepar 
a memorandum in connection with this part of the investigation. You have 
prepared that memorandum, have you not?—A. Yes. ‘ 

Q. Would you please read it, Mr. Glass?—A. When outlining for the com=— 
mittee the operations of Commodity Prices Stabilization Corporation Limited 
with respect to cotton, I summarized the general operations of the corporation 
and mentioned that subsidies on imported goods were payable in accordance 
te the principles and conditions set forth in a series of statements of —_ rf 
policy. 

Artificial silk fibres and yarns were eligible for import subsidy from 
December 1, 1941, to February 17, 1947. 

As in the case of cotton, and for the same basic reasons, these importations 
were subsidized on a commodity formula basis. a 

The rayon administration of the Wartime Prices and Trade Board recom-— 
mended basic costs for various types of yarn and acetate and viscose staple 
fibres. These basic costs reflected the costs of materials upon which ceiling 
_ selling prices were predicated, increased to result in a squeeze which varied 

with the particular commodity. 

The limitation on subsidies arrangement, referred to in my previous — 

with respect to cotton, was also made applicable to the artificial silk industry, 
with respect to import subsidies paid on the various yarns and fibres. 
Because of shortages which developed early in 1944, and changes in no 
sources and nature of supplies due to war conditions, in some instances 
corporation was authorized to bulk purchase these materials and distribute th 
under the direction of the rayon administration. 
Q. Those are the only comments you have to make on this particular pa = 
of the investigation?—A. That is right. 
Q. I have no further questions, Mr. Chairman. 


The CuarrMaAn: Are there any other questions? Next witness. 
Mr. Monet: Mr. Griffin, please. 
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A. CG. Se: Griffin, Secretary, The Wartime Prices’ and Trade Board 
By Mr. Monet: 


Q. Mr. Griffin, you are already sworn? 
- The CuHatrman: That is right. 


> By Mr. Monet: 


: Q. Mr. Griffin, you have already stated that on May 31, 1948 you were 

secretary of The Wartime Prices and Trade Board, is that correct?—A. Yes. 
Q. I understand it is in that capacity you have prepared a memorandum 

for the committee?—A. Yes. 

4 Q. Before asking you to read the memorandum, I should like to request 

_ that copies be distributed to members of the committee. 


7 The Cuatmrman: Gentlemen, I am sorry, but I have to go to a cabinet 
meeting. I am going to ask Mr. Maybank to take the chair. It was my 
intention to call an executive session of the committee at three o’clock this 
afternoon. We will be meeting at four, as well, in open session. 

‘ Now, some members of the committee have told me they thought three 
o'clock would be a difficult hour for them. Mr. Maybank and I have just been 
talking about meeting tonight. I have this difficulty, that my estimates will 
_ likely be reached tonight. Would ten o’clock tomorrow morning be satisfactory? 
— Myr. Tuarcuer: It is all right with me. 

| The CuairmMan: Then, we will have an executive session of this committee 
at ten o’clock tomorrow morning in this room. 


By Mr. Monet: 


Q. Would you please proceed to read your memorandum? 
_ Mr. McGrecor: Before you do that, would you tell us what position he 
holds now? 


ie By Mr. Monet: 


| 2 Q. At present, I understand you are with the Department of External 
_ Affairs?—A. Yes. 

 Q. But until May 31, 1948, you were secretary of The Wartime Prices and 
Trade Board?—A. Yes. 

Q. It is in that capacity you have prepared this memorandum?—A. Yes. 


Mr. Chairman—Canada’s rayon industry is a relatively young but 
vigorous and growing segment of the primary textile field. The industry 
has expanded steadily since its inception in this country and prospects for 
1948 are that a record yardage of fabrics will be produced. 

‘Unlike our cotton industry which you will remember I described as 
| ___ producing neither all the specific types nor the volume of yardage we need, 
x the rayon industry at least in the fabric aspect of its operations, produces 
nearly all the types and volume we require. We are, however, depend- 
‘ ent upon outside sources for part of our filament yarn supplies which are 
a used for knit goods and in weaving fabrics for lingerie and linings. We 
| : have also, until recently, depended on imports for all of our supplies of 
Bt rayon staple fibre our of which is made the yarns woven into spun rayon 
Lae fabrics for upholstery and women’s dresses. Two firms are, however, 
establishing plant facilities for the manufacture of cut staple in Canada; 
one of them is already in production and the other is expected to be 
operating by the end of the year. With these facilities fully available, 
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Canadian requirements for fibre will be met almost entirely. The only — 
product exclusively imported is a type of yarn known as bemberg—_ 
used in stockings and sheers. = . oe 

fed 


I will just describe this table. You will see it is headed, “Apparent supply | 
of rayon broad woven fabrics, 1935-1948”, in millions of yards. The left handil 
column shows the years in detail; domestic production is the second column; — 
then, imports from the U.K. and imports from the United States, with a figure ~ 
representing the total import. There is another column representing export and — 
then the net supply is shown in the last column, * 
You will note that, as previously pointed out, the trend of domestiegg 
production has been markedly upwards. The average for the years 
1935-39 was about 44 million yards; this figure was notably increased — 

~ during the war, almost doubled in fact, and the rate of production has been | 
sustained throughout the post war period to date. The committee may 
wonder why it is that this high level of activity has been possible to main- 
tain in the face of much lower production of cotton fabrics. There are | 
several reasons. First of all, rayon is a comparatively new type of 
textile which has for some years been making inroads upon the field 
previously dominated by cotton and silk. Furthermore, imports of silk | 
for weaving purposes came to an abrupt end with the outbreak of war | 
in the Far East. Then also because of our comparative lack of depend-_ 
ence on imports, The Wartime Prices and Trade Board did not establish a _ 
subsidy program for rayon fabrics of anything like the magnitude “here 


obtained in cotton fabrics. Finally, and perhaps most important, there — 
has been plant expansion in the rayon industry which has been steady and 
substantial. 4 

Within the fabric field supplies of spun rayon have been generally _ 
adequate for some years. Exports of garments cut from this fabric were | 
heavy just after the war because of the plentiful supply of cloth. More — 
recently, with import restrictions operating in our principal markets, | 
there has been a tendency for inventories to grow. The high prices of | 
imported staple have been a significant cost factor in domestic production. | 

The only limit to sufficient filament fabric supplies this year might be- 
continuous filament yarn. The shortage of this type was one of the most 
persistent bottlenecks we had to face in the prices board and it continued 
right through to the end of 1947. In 1944 when the synthetic rubber tire 
program was getting into full swing an important part of Canadian viscose — 
yarn capacity was diverted to the manufacture of high-tenacity tire cord 
fabric. To supplement the remaining quantity available for civilian use, — 
supplies of both yarns and fabrics were negotiated for by the Wartime | 
Prices and Trade Board with the United Kingdom. We were under 
allocation from Great Britain until mid-1947 but the quotas were always | 
inadequate and had to be supplemented from the United States by arrange- | 
ment with the U.S. War Production Board. The United Kingdom was | 
forced to cut its allocation during 1947 owing to dislocation of production 
arising from the coal shortage there. The United Kingdom, moreover, 
prefers to export fabrics rather than yarns because of the higher dollar 
return. I understand the two filament yarn plants in this country a 
operating at capacity; there is therefore not much likelihood of increas 
domestic output this year. Of total supplies available, roughly 80 per cent 
is produced in Canada and 20 per cent imported. = 


Notwithstanding past difficulties the supply of filament yarn ha 
recently been better and while there may be odd periods of temporal 
shortage cropping up during the year, I think supplies of fabric woven 
from the yarn and hence of garments cut from the fabric, will be reason- | 
ably adequate during 1948. Linings for suits might be an exception. 
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There was some tendency during the war for production to gravitate 
towards the higher priced lines and the Wartime Prices and Trade Board 

- anticipated what might have been a resultant shortage of lower-priced 
garments by imposing a schedule of carefully worked out directives on the 
mills. These directives were dropped in mid-1947. 

I have not provided any table of comparisons of domestic and import 
prices of rayon yarns and fabrics as I did in cotton because, unlike as in 
cotton, imports are a negligible factor. But my impression is that Cana- 
dian filament yarn prices, while they have increased considerably in recent 
years, are much lower than U.S. and U.K. prices, 

There is only one manufacturer of nylon yarn in Canada and it is 
perhaps worth noting that in the whole textile field this is the only 
product where the price is lower than pre-war. Nylon is widely used 
throughout the knit goods industry and for sundry woven garments 
and household goods. 


TABLE I 
APPARENT SUPPLY OF RAYON BROADWOVEN FABRICS 
1935-1948 
(Unit-millions of yards) 


Imports Imports 


Domestic from from Total Total 
Production WK ESs Imports Exports Supply 

hal a pvashalelerase raha a atc ue eine are 37 2 1 3° —- 40 

Seon Peitsia sta tetera dol tiered 45 3 1 7 1 51 

Revers sts ete inh Sealer d diss, onthe Genie 46 5 1 9 1 54 

SEER SUET vaye jeu aisl epade ial stoke AME ee 40 4 F 8 2 46 

ete P aa. Bs faders: dts, sce she, fh arethn sp 5 2 9 2 59 
1935-1939 Average............. 44 4 1 7 1 50 
1937-1939 UAVER ATE asked peur dade 46 5 1 9 2 53 
SE Sete 58 2 2 7 3 62 
OS Bie te, He See Re tce iene ea, 83 7 8) ala 4 90 

on EeOgSi eRe REN ach Paar a SAREE RS ae 80 if 4 12 3 89 

9.9 SER CHR eee 80 5 us 10 Z, 88 

Me eete sie Nat at's ics, rates ate Ar cin ts 79 4 7 12 2 89 

PR aeaL Ta eile! o ne” sholateven cetera hl Srant 81 4 8 13 S 91 

Mien aletst oie iahe isk osetcee «, andes. e erexe 83 5 6 A, 4 91 

2 SOS SASS Cees, a ee *88 7 12 20 8 100 

LAS] APR 5: Oe, ak 22 2 4 7 1 28 

EON LE ene Mee ca 21 2 4 6 3 24 

SILT ae ates he 19 1 2 3 2 20 

= Ait tie rota, hos ee 26 2 2 4 2 28 

* Estimated. 


cs By Mr. Monet: 

| Q. Now, Mr. Griffin, I have just one or two questions to ask you with 
Weeard to this memorandum. On page 2, at the bottom of the page, you say; 
“fn 1944 when the synthetic rubber tire programme was getting into full 
Wing an important part of Canadian viscose yarn capacity was diverted to 
le manufacture of high-tenacity tire cord fabric”. Do you know if any of 
ese yarns are still being diverted in 1947 and 1948?-—A. Of course, they 
e not being diverted by order of the government, but my understanding 
that the industry is sending a very high volume of their viscose yarns into 
tire cord at the present time. : 

—_ Q. You would not know, or would you know, about the present time? 
A. No, I would not have any idea. No. 
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Q. You also say on page 3, talking about filament yarn, that we are still 4 
getting a volume of yarn from the United Kingdom but that we are paying © 
a very high price for it?—A. Yes, we are still paying a very high price for it, — 
and we are getting, I believe, about the same volume as we got under allocation — 
during the war. a 

Q. Would there be any other comment you would like to make on this _ 
memorandum?—A. No. I think that as far as rayon is concerned the priceml 
trend is downward, that it is below what it was during the war, and the 3 
problems there have evaporated rather more quickly than they did in cotton | 


and wool. 


| 
| 
4 
By Mr. McGregor: . Fa 
Q. Did you say there had been no increase in the price of yarn?—A. No, | 
I do not think I said that. | 

Q. You say that there is a decrease in price—A. In nylon. = 

@. And no increase in the cost of that?—-A. There has been a decrease in — 
price from pre-war. 

Q. Yes, why?—A. I think probably on account of technological reasons. — 


By Mr. Monet: 
Q. I understand there was hardly any nylon in the commercial field during 
the war; is that correct?—A. That is right. 
Mr. Monet: There is a nylon manufacturing representative here who | 
will give all this information. I have no more questions of this witness, 
Mr. Chairman. . 
The Cuatrman: I did not understand this last statement by Mr. McGregor. 
Does that mean that nylon is cheaper now than it was before the war? | 
The Wirness: That is my understanding, Mr. Chairman, and I also | 
understand that the reason for it is purely improvement in technique. vu 
The Cuarrman: Let us get improvement in technique in all lines. | 
Mr. Monet: I may say that the representative of Canadian Industries | 
Limited Nylon Division is the next witness and I believe they have a very 
complete statement to make in opening their evidence. “¢ 
The Cuairman: All right. 
Mr. Moner: Thank you, Mr. Griffin. x 
Mr. Fiemine: Mr. Chairman, I would like to ask Mr. Griffin one or two 
questions. Unfortunately I was detained and I just got in now from the House. 
There are a couple of questions I wanted to ask Mr. Griffin similar to the ones_ 
I asked him in connection with the cotton matter. The first is this; while the 
industry was under control and under ceilings you in your capacity as secretary 
of the Wartime Prices and Trade Board were familiar I presume with conditions 
both as to supply and price?—A. Yes, more particularly with supply. ¥ 
(Mr. Maybank assumed the chair as vice-chairman) 73 


Q. I want to ask you the same questions that I asked you a week or two 
ago; did you find any evidence of hoarding or undue accumulation of supply? 
—A. No. 5 

Q. Did you find any evidence of unreasonable prices being charged?— 
A. You mean, during the war? 

Q. No, while these goods were under control?—A. No. The only thi 
close to that was-the point I brought out in my memorandum; that there w 
a tendency for production to get into the high-priced lines. At one stage) 
during the war the government met that condition by imposing a series of 
production directives which called for greater production on the lower-pri¢ 
lines in order to match up with similar directives which the government hat 
imposed on the garment industry; in other words, the supply of low-priced 
fabrics was matched with production of low-priced cloth. 
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__ Q. I suppose that is a situation which applied in many other fields as 
ell?—A. Many other fields, almost all of them in fact. 

 Q. But so far as the price being charged for any particular product, did 
you find that prices were excessively high?—A. No; of course, they were all 
under ceiling and the fabrics were under ceilings. 

_ Mr. Tuarcurr: Did they become unreasonable after the ceilings were 
taken off; that is the point? 

_ The Wirness: That would be a very hard question for me to answer. 
I think that is more a question you should answer. 

Mr. Fremine: Then, Mr. Griffin, apart from the removal of price controls 
or ceilings last September, from that time until the first. of this month you were 
still operating under the general Wartime Prices and Trade Board order that 
provided that no one could charge prices that were more than that which was 
reasonable and just, and I presume the Board did make enforcement of that 
order. Now, did you find any evidence in the industry of people charging prices 
that were higher than were reasonable and just in the products with which we 
are dealing now? 

The Wirnzss: No cases of that sort came to our attention at all. 

Mr. Fiemine: Thank you. 


__ Mr. Tuatcuer: But I think you said in answer to Mr. Fleming that while 
seilines were on you did not find any prices that were excessive? 

The Wirness: No, except the tendency toward high-priced line production. 
_ Mr. Fiemine: Might the witness clear that up? My last question was, did 
you from the time of the removal of the ceilings in September last until the 
sist day of May when you gave up your position—that was the date, wasn’t it? 
_ The Wrrvess: Yes. 


Mr. Fremine: Did you during that time come across any prices being 
harged which were other than fair and reasonable? 
The Witness: No. 


_ Mr. Tuatcuer: Then, would you go one step further and tell us this; how 
auch have these prices gone up on textiles; would you give us an estimate of that 
n percentage, the amount by which. textiles have gone up? 

_ The Wirness: We did not investigate the movement of prices for this com- 
uttee. In fact, in the field of cottons, I only compared prices on imported cottons 
ith domestic prices as they exist today; but I have not undertaken any study of 
rice movement in rayon or cotton. 

Mr. Tuarcuer: Cotton went up quite substantially, did it not, when the 
eilings were removed? 

The Wirness: No, my feeling is that they did not; certainly, after the 
sailings were removed last September, the primary cotton mills held their ceiling 
rices for several months following decontrol, and it was only later when the cost 
Actors became higher that they were forced to raise their prices. 

_ The Vicz-Cuamrman: Thank you, Mr. Griffin. 

Next witness. 

Mr. Moner: I would now like to call Mr. Smith and Mr. Sharwood of 
anadian Industries Limited. x 


i 
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Harold Greville Smith, 3940 Cote des Neiges Road, Montreal, First Vice- 
resident, Canadian Industries Limited, called and sworn. 


‘* Robert Westman Sharwood, 478 Mount Pleasant Avenue, Westmount, 
ice-President in charge of production, Canadian Industries Limited, called 
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Mr. Moner: Now, Mr. Chairman, ‘before I ask Mr. Smith to present t 
statement he has prepared I would like to have copies of the statement togeth 
with the annual report of the company, Canadian Industries Limited, distribute 
for the benefit of members of the committee. A good deal of material in th 
prepared statement will answer many questions which I, and as well members 
of the committee, may have had it in mind to ask of these witnesses. 

The Vicn-CHairMan: Gentlemen, and more particularly the French speak- 
ing members of the committee—Mr. Beaudoin, Mr. Pinard and Mr. Lesage— 
you will notice that the statement has been prepared in both English an 
French. As we have been carrying on in English we will not at this time pri 
anything except what is read by the witness. The translator, as is apparent, h 
his work already done for him in this case. 

Mr. Bravporn: I think these gentlemen are to be complimented for the 
thoughtfulness in having prepared their material in both English and French f 
our convenience. 

Some Hon. Mempers: Hear, hear. 

Mr. Moner: Would you proceed, Mr. Smith, please. 


Mr. SmirH: 


CANADIAN INDUSTRIES LIMITED 
NYLON DIVISION 


History and Development of 
Canadian Industries Limited (C-I-L) 


The origin of C-I-L was the incorporation in 1910 of its predeces 
company, Canadian Explosives Limited. : s 

In the decade commencing in 1920, the company embarked upon q 
expansion program for the manufacture of many types of chemi 
By 1928 the company, the name of which had been changed to Cana 
Industries Limited to indicate the broader field, had established 
nucleus of a chemically inter-related group of products which has s 
been enlarged in line with the development of new products and 
the industrial progress of Canada. The number of employees in C-L-I 
has been as follows: 3 


POD: os kes Bis ee ASS Cio os 6 ala cet ee oc, Ceselahie tae mien 990 
| Pa econ ee aman As OEE is Greeti caro. Rare ate 2,470 
s Ets Sue agen oer h arate ore Mone pron ergy y's a wos Shoo 27 2,450: 
AGI Sic Peo SE Sy SOP ha san se ee aia ede atreres oe Foci eae nee 3,670 
PONG Ue sci i clecs Hor tii seein ties a at Tare a =a Sea cia Oe anne 7,300 


A considerable part of the capital stock of the original company 
owned by Imperial Chemical Industries Limited (1.C.1.) of Great Br 
and another considerable part by E. I. du Pont de Nemours and Cor 
pany (duPont) of the U.S.A. and the association between I.C.I. 
duPont and C-I-L has been continuous since 1910. I.C.I.’s holding in 
common stock of the company is 42-6 per cent and duPont’s is 41-8 
cent. Ownership of the balance of the common stock and all o 
preferred stock is held by about 3,100 shareholders. : 
The Manufacture of Nylon Yarn in Canada 4 

As a result of the relationship between C-I-L, I.C.I. and duPo 
C-I-L receives the Canadian rights to inventions and processes develop 
by those companies and accordingly obtained from duPont the Canadl 
rights relating to nylon. The rights were granted to C-I-L free of ¢ 
and no royalty or similar payment is therefore included in the ¢o 
the Canadian manufactured product. The granting of the nylon 
by duPont involves no control over the volume of production or det 
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nation of selling prices in Canada, which are entirely in the hands of 
the management cf C-I-L.. Converters who purchase nylon yarn from 
C-I-L as a raw material for their operations may export their products 
to any part of the world. The sale of the nylon yarn itself, regardless of 
the country in which it is manufactured, is subject to the assertion of 
patents in the countries in which they have been issued. 

The product nylon is in the broad sense a member of the plastics: 
family and is derived from benzene, ammonia and other chemicals. The 
Nylon Division of C-I-L is concerned with nylon in yarn form and the 
3 yarn is sold as a raw material mainly to the hosiery trade. The out- 
ing standing characteristics of nylon yarn are the strength, elasticity and 
| resistance to abrasion. 


The importation of nylon yarn into Canada was commenced by 
C-I-L in 1940 with the object of undertaking manufacture in Canada 
as soon as markets could be developed sufficiently and manufacturing 
techniques had been brought to a point to permit economic domestic 
production. 

By the fall of 1940 it became apparent that the Canadian demand 
for nylon yarn for hosiery could be developed sufficiently to justify the 
erection of a plant for the manufacture of yarn in Canada. Accordingly, 
active consideration was given to a project for the construction of a plant 
for commercial purposes, but the actual construction was postponed 
because of the priority of urgent wartime projects undertaken by the 
company as part of the wartime production program. Shortly after, 
however, the government became concerned about the need for providing 
a domestic source of nylon yarn which could replace silk for parachute 
yarn, shroud lines, glider tow ropes and other military purposes. 


Construction of Nylon Plant 


In December 1940, therefore, with the knowledge of the Canadian govern- 
nent, the company decided to erect at Kingston, Ontario, a plant to produce 
pproximately 400,000 pounds of nylon yarn annually, using as the basic raw 
material nylon flake polymer imported from the United States. 
In April 1941, before detailed plans for the plant had been fully completed, 
t became apparent that the output of the plant would not be sufficient and, 
vhile much of the preliminary design and engineering work had proceeded on 
she basis of a 400,000-pound plant, it was decided to double the planned output 
0 800,000 pounds of nylon yarn annually. : 
__ On 7th August 1914 the importation and use of silk in Canada was forbidden 
y order in council. Consequently, while construction of the plant was still 
inder way, the government on 29th August 1941 requested an increase in the 
apacity of the plant to 1,200,000 pounds of yarn annually. This latter change 
uired widespread alterations in foundations and other structural work which 
ad already been completed. 


In June 1942 the plant first came into operation with an annual capacity 
£ 1,200,000 pounds at a capital cost of $4,090,000. From the start of operations 
ll yarn was spun to government specifications for war purposes. Throughout 
he period of construction the estimate of. military requirements had been 
onstantly increasing and by the fall of 1942 the company was again requested 
y the government to make a further extension to the rated spinning capacity 
9 1,475,000 pounds annually. This was completed in 1943 and brought the 
tal capital cost of the plant to $4,254,000. 

The company undertook at its own expense all the plant construction, 
eluding the full extent of the changes necessary to meet altered government 
‘quirements. No capital assistance was made by the government and the 
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company made no claim for extra depreciation to the War Contr acts Denese 
Board because C.I.L. had already been prepared to undertake the venture as a 
commercial development. 
The entire output of the plant continued to be manufactured for the 
government until August 1945. 
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Commercial Operations 


After surveying the possible peacetime requirements, C.I.L. decided i 
October 1945 to expand the capacity of the plant. At the same time a decisio 
was taken to carry out in Canada more of the total manufacturing operation 
by constructing facilities to manufacture nylon flake polymer at a capital cos 
of $525,000, using imported nylon salt as the basic raw material. Although i 
was realized that there were disadvantages in constructing the flake polymer 3 
preparation unit during a period of high building costs, consideration was given 
to the fact that the importation of nylon salt rather than nylon flake polymer: 
would reduce the over-all cost of manufacturing nylon yarn and would als 
save $750,000 U.S. funds in the first year with further savings as productio 
increased. Owing to the abnormal construction delays during the period th 
flake polymer plant did not come into operation until August 1947. 

The company commenced commercial operations in the plant in Septembe 
1945 and, since that time, the plant has operated at capacity except for a fer 
months in 1947 when sales dropped temporarily as a result of technical difficultie 
in handling nylon yarn in the weaving industry. 


Financial Results from Nylon Operations Z 


At the end of 1947 the amount spent on the construction of th 
nylon plant was almost $7,700,000 and, in addition, a further sum 0 
about $1,100,000 was required for working capital, making a total of 
$8,800,000. After deducting the amount of the depreciation reserve th 
net capital employed totalled $6,560,000. { 

Without taking into account the period in 1940 and 1941 when 
nylon yarn was being imported for resale the net profit expressed (1) a 
a percentage of sales, and (2) as a percentage of net capital cuplayes fo 
ae of the years is as follows: P| 


Net Profit as Percentage 
Volume of Sales Net Profit as of Net Capital Employe 
in Pounds Percentage of Sales in Nylon Operations 


Se en ees Ee ot aes ‘232,193 0-4 0-1 
TWGY ie searea es 5 ren Rr 1,750,546 4-0 3-4 
LOA a ec Roe ae ee 1,886,122 2-3 2-5 
DE eat) Pegs Masih emued 4 rae 1,027,340 5-4 3-0 
ROA G Rett, ates ike 1,631,187 16-6 17-2 
LOA] Rivers setae Leas ts 2,401,119 12-9 16-1 
Average 1942-47 .... 4% 8-1% 


Mr. TuatcHer: Are the amounts shown the profit before taxes? 
Mr. Smiru: No, sir, after taxes—the net profit. 3 
Mr. THatcuer: And your 16-1 per cent is after you deducted your taxes 
Mr. Smit: Yes. . 
Mr. Fiemrinc: Is that the weighted average? 
Mr. SmituH: Yes, that is true. 

The Vicr-CHairMAN: Just a moment, the figures for 1942, are really jus 
for a few months, are they not? 
_ Mr. Smiru: No, sir. As a matter of fact, that is a whole year, includ. 
resale as well, but the volume is very small. That is the earnings when 
started our commercial operations. . 
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Selling Prices . 

When nylon yarn was first offered on the market in the United States 
in 1938 there was an abundant supply of silk, which was still available 
at relatively low price levels, and consequently nylon yarn ‘had to seek 


‘@ position in the market in competition with silk and the price was set by 


this competitive situation. 

During the war, nylon yarns were supplied to the Government for 
military purposes ‘at prices calculated to yield C-I-L an annual return of 
5 per cent (before taxes) on a computed investment figure; such selling 
prices would not prove economically possible over a more extended period. 
At the end of the war the contracts were adjusted on an overall basis to 
bring the final selling prices into line with the formula. The capacity of 
the plant for military type yarns was much greater than for commercial 
yarns because of the limited variety of yarns, the higher deniers and the 
reduced need for sizing and other finishing processes. 

At the end of the war the rayon administrator of the Wartime Prices 
and Trade Board established ceiling prices for nylon yarns at the levels at 
which imported yarns had been sold during the basic period—15th Sep- 
tember to 11th October 1941. In view of the operating experience and of 
the fact that the demand appeared likely to permit the disposal of the 
output from the increased manufacturing capacity and with the object 
of long term development of new uses for nylon yarn, the commercial 
selling prices were established at prices (20 per cent to 30 per cent) below 
the “ceiling prices.” 

By December 1946 the expanded plant facilities were partially in 
operation and a further reduction in selling prices of nylon yarn of about 
8 per cent was made effective on 15th December 1946. 

The full capacity of the expanded plant was available by the spring 
of 1947 and the equipment to manufacture nylon polymer flake was 
nearing completion. On 2nd June 1947 an additional price reduction 
averaging approximately 94 per cent was put into effect. Since the period, 
15th September-11th October 1941, on which W.P.T.B. ceiling prices were 
based, selling prices of nylon yarn have therefore been reduced by amounts 
ranging from 35 per cent to 39 per cent. 

The following is a tabulation of changes in selling prices for the 
three most important types of nylon yarns which comprise about 70% 
of total sales. 

Selling Prices Per Pound 
30 Denier 40 Denier 70 Denier 
(1) (1) (2) 
15th Sept. 1941 to llth Oct. 1941 ........ $6.30 $5.34 $5.20 


Ist Oct. 1945 to 15th Dec. 1946 ............ Dato 4.30 3.55 
16th Dec. 1946 to 2nd June 1947 .......... 4.79 3.95 3.24 
Ssrde June 1947" to’ ‘date SLR Poe Re Fe 4.09 3.47 3.17 
Percentage reduction in selling prices 

OVEN, Whe Period, Ss. Sos eee a Eee 35% 35% 39% 


(1) One turn, sized and oiled on spools 
(2) Seven turns, sized and oiled on cones 


The price reductions made in December 1946 and_in June 1947 
resulted in C-I-L actually receiving $1,225,000 less in the year 1947 than 
if sales had been made at the prices prevailing in 1946. The last price 
reduction was made in June 1947 and therefore affected sales for only 
half that year. The effect of these two price reductions, based on the 
quantities of nylon yarn sold in the first quarter of 1948 is calculated 
at $1,600,000 for a full year. In comparison with the “ceiling prices”, the 
effect of the price reductions amounts to a very much greater sum. 
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Referring to the Report “D”, “Companies Primarily Engaged in 
the Manufacture of Artificial Silk and Nylon” by Mr. E. H. Knight, C.A., 
in Schedule D-2 is shown the “operating income” from nylon operations: 
ie. the difference between sales and all costs pertaining to those sales 
with the exception of income tax and financial expenses (see Note below). 
The “operating income” from nylon operations in 1946 was $2,163,000. 
and in 1947 was $2,050,000. In 1946 sales of nylon yarn were 1,631,000 
pounds and in 1947 were 2,401,000 pounds an increase of 47 per cent. 
Although the quantity of nylon yarn sold in 1947 was 47 per cent 
ereater than in 1946, the “operating income” in 1947 was as a result of 
the lower selling prices actually less than in 1946. 

Note: “Operating income” is not therefore the net profit available 
to the shareholders. | 


Summary of Comparison—Years 1946 and 1947 i 
Comparing the years 1946 and 1947, the first two complete years 

of commercial operations, the significant changes are that in the year 1947, 
1. the quantity of nylon yarn sold increased by 47 per cent 4s 

2. the selling prices of nylon yarn were reduced by an amount which 
averages 13 per cent 3 

3. the number of nylon employees increased by 15 per cent to a 
total of 730 i 


| 


4 

4. the employees’ average hourly wage rate was increased by 17 
per cent and the hours of work per week were reduced from 48 to 
44 (or 8 per cent) and | 

5. the “operating income” from nylon operations was reduced by 
5 per cent. y 


By Mr. Monet: 
Q. Mr. Smith, on page 6 of this memorandum you state that the commercial 
selling prices were established at 20 per cent to 30 per cent below ceiling prices. 
Would you tell the members of the committee how it was possible for Canadian 
Industries Limited, nylon division, to fix or establish selling prices at percentages. 
so much lower than the ceiling prices?—A. The reason is that in 1947 the 
sales of nylon yarn were on an exceedingly small scale. As a matter of fact 
in that year we sold only 67,000 pounds—during the year when the ceiling 
price was established. In the year 1946 we sold 1,630,000 pounds and whe 
we resumed commercial operation we had the expectation of selling much mo 
than appeared likely in 1941, which made it possible to sell below the ceilin 
We had actually sold in 1941 at ceiling prices but by reason of expansion and 
development of the market, by 1944 we were able to sell at prices much lower, 
In 1941 the industry was only two years old. The first sales were actuall 
made through a large commercial plant in 1939. . Be 
Q. That is to say it was possible by reason of your anticipation 
expansion and production of larger volume to sell at lower prices?—A. Yes, we 
had that expectation and it was borne out. j 
Q. As a matter of fact that is true, as shown by your figures which yo 
have just given to the members of the committee?—A. Yes. ‘ 
Q. Now on page 7 you refer to three deniers, 30, 40, and 70. Were those 
the only deniers that were manufactured by your company at the time of 
preparation of this statement?—A. No sir, a variety of deniers are made 
these three account for 70 per cent of our volume in the particular form 
which they are shown. As a matter of fact 30, 40 and 70 deniers in their vari 
forms account for about 90 per cent of the output of the works. We too 
those as representative of the major portion of our output. 
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(. I understand that there are three samples here which have been supplied 
by the company and distributed to the members of the committec. T hey are 
the deniers to which reference has been made?—A. Yes. 
» _Q. Do I understand that these three samples referred to in the memorandum 
and in Mr. Knight’s report are the three most popular deniers?—A. Yes sir. 
The Vice-CHarrman: Mr. Monet, there is a point in this connection and I 
believe that previous samples were formally connected on the record with the 
written specifications. The samples were all filed as exhibits and it is a formal 
matter of putting them on the record. I do not know how long that identification 
might take but we will have between now and 1 o’clock a space of time which 
ean be occupied by that formality. 


Mr. Monet: There are only three samples to be filed in connection with this 
company. 
/ The Vice-Cuairman: Are those also specified on some sheet which we have 
already had put in evidence? 
Mr. Fiemine: I think they are contained-in Mr. Knight’s report. 
The Wirness: Those are the same samples noted in Mr. Knight’s report. 
Mr. Monet: Yes. 
_ Mr. Freminc: You will find the three of them referred to on page 12 of Mr. 
Knight’s report D. 
___ Mr. Monet: Yes, and also on page 7 of the memorandum submitted by Mr. 
Smith. 
Mr. Tuarcuer: I would just like to be clear on this point. Are you going 
through the statement afterwards? 

The Vicke-CuHarrMAN: The statement which has just been read? 

Mr. THatcHer: Yes. 

Mr. Moner: I am going through Mr. Knight’s report— 
_ Mr. THarcuer: And then you will start your questions? 
- Mr. Moyer: No, I will start questions on Mr. Knight’s report. I just have 
dne or two questions on the memorandum and I will proceed then to question the 
witness with respect to Mr. Knight’s report. 
© Mr. Tuarcuer: When are we to understand that we can put questions 
urselves? 
The Vicre-CHairman: We will simply say that a question will be in order 
when it seems appropriate, as we have always found that suited the convenience 
everyone. It is a better way of proceeding than by actually laying down rules. 
|. Mr. Tuarcuer: I have a few questions to ask and I can do it after Mr. 
Monet is through? 

The Vice-CuHatrMAN: Yes, but that will be this afternoon. 

_ Mr. Moner: Mr. Smith, would you identify these three samples of. nylon 
‘arn, 30 denier, 40 denier, and 70 denier, referred to by Mr. Knight on page 12 
fhis report D as being the same samples as referred to by you on page 7? 
_ The Wirness: Yes, those are the same deniers. 

Mr. Winters: In that connection has anybody defined denier yet? I have 
eard many definitions ‘but has a definition been put on the record? 

The Wirness: Denier is the weight in grams of 9,000 metres of yarn and 
aerefore the higher the denier the thicker the yarn. I do not know the origin 
f the definition but that is it. 

_ The Vicr-CHairman: Before we adjourn for the information of some who 
ay not have been here, the executive session which was to take place at 3 
lelock this afternoon has been set over until 10 o’clock tomorrow morning 


_ The meeting adjourned to meet this afternoon at 4.00 p.m 
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June 15, 1948, 


The committee resumed at 4.00 p.m. 


’ 
4 
% 
The Cuarrman: Order, gentlemen. : 
Mr. Braupry: Before you go on with textiles, may I bring to your attention 

a request which I think has been placed before you Mr. Chairman, from La 
Ligue Patronale des Boulangers Indépendants. The committee recalls that at— 
the time of our inquiry into bread and some other products I brought to “a 

ma 


attention of the committee the fact that some of the smaller elements in the 
various industries and businesses into which we were examining at times — 
suffered from what might be termed unfair practices. This is the case of an 
association of independent bakers from both Quebec and Ontario. These bakers ~ 
are making representations to the effect that since most of our investigation” 
dealt with the price of bread as it affected very large bakers— 4 
The CuHairMan: I wonder if I might interrupt you there, Mr. Beaudry. — 
I must say in all fairness that as a matter of procedure this should be raised 
either with the steering committee or the committee in executive session. This” 
morning Mr. Thatcher spoke to me about a matter which he wished to bring ~ 
up and I told him that probably the place to bring it up was in the steering: 
committee. I do not see how I can tell Mr. Thatcher that and not insist on- 
the rule being followed now. If we deviate from that practice there will be no” 
order to our proceedings. B 
Mr. Breaupry: If you will bear with me for a moment— 
The CuarrmMan: Then I will have to bear with Mr. Thatcher. 
Mr. Beaupry: But you will not have to bear with me very long. I only 
want to bring out one point. I am not going to ask the committee to call these 
witnesses and I am not going to ask the committee to listen to their briefs but 
I am going to ask the committee to decide at a later date in executive or steering 
committee session to come to a decision with respect to these cases, and simila 
cases which affect other industries, which have been placed in a somewhat 
invidious position. I want to bring to your attention the request of some of the 
independent bakers of Quebec and Ontario that they be allowed to state either 
in written or oral form before this committee certain reasons which have forced — 
them to effect a rise in prices. na 
The CHAIRMAN: I will bring that to the attention of the steering committee, — 
I just point out to you, Mr. Thatcher—as you have been absent for a moment—— 
that I wanted to be fair in this matter and I have asked Mr. Beaudry not to 
bring this matter up here and it will go to the steering cornmittee which will 
be meeting tomorrow. — 
Mr. Beaupry: Now that it has been turned over to the steering committee 
may I bring up another point? Ba 
Mr. Fiemrne: Do you mean that the meeting tomorrow is a steering com-— 
mittee meeting? — oy 
The Cuairman: No, it will be an executive session. > 
Mr. Fueminc: This matter will be referred to the executive session. 
The CHAIRMAN: Yes. 


Mr. Braupry: If through difficulties or necessities of this investigation we 
have placed some industries in a slightly difficult position it would be our ho 
that we would give them considered justice and a fair share of equity. 
should consider their position in our report because it may be that public opinion 
has been affected adversely. a 
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_ The Cuairman: We will certainly 
xecutive session. 


Mr. Tuatcuer: Mr. Chairman, I have a couple of thing 
ike to have considere 


consider that tomorrow morning at the 


S$ which I would 


®@ ~ The Carman: I would ask you not to bring them up now, Mr. Thatcher. 


Harold Greville Smith, 3940 Cote des Neiges Road 


Vice-President, Canadian Industries Limited, recalled: 
‘ 


Ki. By Mr. Monet: 


~ Q. I would like to refer you, Mr. Smith, to schedule D2 of Mr. Knight’s 
report but before questioning you on that schedule I understand that you were 


; Montreal, First 


_ Q. Have you any comments to make on Mr. Knight’s report in so far as 
Janadian Industries Limited, the company you are representing here, is con- 
serned?—A. No sir, the figures in the report are drawn from those supplied in 
he questionnaire and I have no comment to make. 

' Q. As you have just stated, I understand the figures given in Mr. Knight’s 
‘eport were derived from the answers to the questionnaire which was sent out 
© your company a while ago?—A. That is correct. 
 Q. The figures in report D would be what we might call key figures found 
n the questionnaire answered by your company?—A. Yes sir. 
_ Q. Turning to schedule D2, Mr. Smith, in go far as Canadian Industries 

imited is concerned and we find ‘the company figures on the right hand side 
f the page, I notice that your operating income is— 
| Mr. TuHatcurr: Excuse me, Mr. Monet, where are you reading from now? 


| Mr. Moner: I am reading from report D of Mr. Knight’s report, schedule D2. 
‘Sit has just been pointed out by the witness, and as it was pointed out last 
reek, report D was read and put in the evidence by Mr. Knight as a summary 
{the key figures given in answer to the questions contained in the questionnaire, 
‘Sample of which was given to the committee members, 


£ By Mr. Monet: 


 Q. On’schedule D2 I note that the operating income as a percetnage to sales 

ir the year 1946 was 34-5 per cent and in 1947 it was 25-2 per cent?—A, Yes, sir. 
~ Q. Now, you mentioned this morning in the course of your memorandum 

tat your company had reduced its selling price some time during the year 1947. 
that correct?—A. Yes, sir; at the end of 1946 and during 1947, . 

| Q. I think the last reduction was on June 2, 1947?—A. That is right. 

_ Q. Was this reduction of operating income to sales, to which I have just 

ferred due to the fact your prices were reduced some time in 1946 and 1947, 

id would it indicate that you reduced your price more than proportionately 
your reduction in cost?—A. Yes, sir; as a matter of fact the costs in 1947 
€ practically unchanged from 1946 regardless of the increase in production. 
ily at the end of the operating period was the full benefit of production 
tained and consequently the decrease in operating income reflects an actual 

‘erease in selling price. 

_ Q. Rather than a reduction in cost?—A. Yes. 

| Q. I wish you would turn now to schedule D5 and I notice on schedule D5 

2 percentage of operating income to sales has risen from 20-9 in the third 

jarter of 1947 to 28-9 in the first quarter of 1948?—A. Yes, sir. 

_ Q. You have informed us this morning that the last price change made 

yur company was on June 3, 1947?--A. Yes. 


.. 
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Q. Then this change did operate before the beginning of the third quarter, 
did it not?—A. Yes, sir. E 

Q. Does this increase in the percentage of operating income to sales from 
the third quarter of 1947 to the first quarter of 1948 mean that the company’s 
costs have been falling over the period of the last six months? That would be 
the reverse of the first question which I put to you?—A. Since the end of the 
year 1947 we have begun to obtain the benefits of the expanded nylon operation” 
to which I made reference in my report. As I mention there in the case of 1947 
we were able to start our own production of flake instead of importing flake 
during the third quarter and our cost rose instead of going down, but by the end 
of the year we had begun to get those benefits and hence the higher return, 
1948 reflects the advantage of that increased capital expenditure. z 

Q. And that is the way you explain the smaller percentage?—A. Yes, and 
in addition the increase in volume is a factor. Throughout 1947 we gradually 
got into operation more and more of the extensions, so it is a combination of 
the lowering of costs by undertaking more manufacture in Canada—the multiple 
operation of which we spoke earlier. ” 


Ree 


By Mr. Thatcher: 4 

Q. May I interject. Do I understand from these figures upon which you 
are questioning, Mr. Monet, that in the first three months of this year the profits 
made by Canadian Industries Limited are almost double the wages paid out? 
Of the consumer’s dollar it shows operating income of -289 as against +154 
for labour. Am I correct in that?—A. That is correct, but it is before taxes 
and half of that amount is paid out to the government in taxes. That is the 
operating income before taxes. 2 

Q. Your operating income is almost double all the money you paid o 


a 
for labour?—A. That includes all direct expenses. : 


rs 
shed 


By Mr. Winters: : 

Q. That covers:a lot of other items besides taxes?—A. It includes obsoles- 
cence which is not allowed for taxation purposes. x: 
Q. Does it include depreciation?—A. No, depreciation is included in operat- 

ing costs but obsolescence is not and the latter has amounted to a considerable 
sum. : 


By Mr. Monet: af 

Q. Following your last answer, Mr. Smith, in connection with the percentage 

of operating income to sales and your statement that company costs have been 
falling over the past six months, you spoke about a reduction in expenses and 
said that accounted to a great extent for that state of affairs? Would that 
indicate a further reduction in the selling price of nylon can be expected in the 
near future—in view of the statement you have just made?—A. As I am oF 
oath, I am sure you would not ask me to commit myself to dates and amounts 
but seriously the record of price reductions which we have made to date shows 
the trend of the policy which the company is following. In the case of a new 
product such as nylon it is our long-term policy to lower the selling prices as 
an instrument in broadening the market and thereby building up the volumi 
of business. Actually the timing of price reductions depends upon a numbe 
of factors such as the trend of costs, competition for the consumer’s dollar, + 
upon business judgment. I can assure you we have that in mind. I feel th 
record since the beginning of commercial operations Just over two years a 
“s an indication of the practice we intend to follow. I cannot be as speci 
as to the exact amounts. There are developments in yarn processes whi! 
may increase our cost and of course we. are encountering increased labour am 
material costs the. same as is everybody else. The policy, however, has oe 
as I have indicated. 4 
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Mr. THarcuer: Would you compare the net income figures with wages? 
This -289 is operating income but what would be the net profit for the three 
j month period? 
Mr. Monet: I will come to that in a few minutes, Mr. Thatcher. I just 
have tavo or three questions and then I shall leave it to the members of the 
~ committee to ask all the questions they wish. 


By Mr. Monet: 


. Q. When you say you have this matter in mind, without indicating any 
specific date you say the company is contemplating further reduction at a 
time you cannot mention?—A. We certainly hope to do so and we shall be 
disappointed if it is not possible to make further reductions. 

Q. I wish to refer you, Mr. Smith, to schedule D8 of Mr. Knight’s report 
and dealing there with percentage of net profit to capital, not operating income 
but sales to net profit, I notice that your return on capital invested for the 
years 1946 and 1947 are shown as 17-2 per cent and 16-1 per cent respectively 

as against 3 per cent in 1945? Do you not consider this 17-2 per cent net 

~ profit on capital in 1946 and 16-1 per cent in 1947 an excessive return on the 
capital invested?—A. In answer to your question in considering the return on 
investment there are a number of factors which have to be taken into account. 

- In the case of nylon we are dealing with an industry in the first two complete 
years ofits commercial operation in Canada. In other words we are still in 
the pioneering stage. In the beginning years a new industry is bound to be 
subject to a large amount of obsolescence because of improvements and develop- 

~ ments of manufacture. To take as an example, the actual obsolescence incurred 

to date since commercial production of nylon started amounts to $417,000 
and we are shortly to be faced with further obsolescent losses as we will require 
to make changes in the plant to keep abreast of new developments which we 
have in mind. At this time nylon has established only a single market and 
that is for women’s hosiery. It is a luxury market subject to the vagaries of 
fashion and it is strictly limited in its potentialities with respect to volume. 

__ As we expand nylon to new uses we shall be involved, and we have already 

been involved, in considerable changes and developments ranging over a 

long period of time and the special qualities of some yarns will involve in all 

- probability higher costs of operation. I would say, sir, in considering the matter 

_ that it is worth noting that the present price of nylon is well below the price 

_ of silk before the war, and silk is our competitor. It is below the price of silk 

_ before the price of silk rose, and in fact it is at or around the levels at which 

silk was in 1934 or 1935, and for below what silk would have been if there 

had been no nylon today. Another point in the consideration of nylon is that 
in a pair of stockings the value of nylon as we sell it today is about 17 cents 

a pair. That would possibly be of some interest. 

Q. The value of nylon in a pair of stockings is what?—A. The value of 
| nylon as we sell it, and of course it is further worked by the textile companies 
| who must do a. great deal of processing and the necessary twisting of certain 
braids and so on, is 17 cents a pair. 

(= Mr. TuatcHer: Mr. Monet, I am still not clear on this page where you 

are dealing with schedule D8. For 1946, the percentage for instance of net 

profit was 17-2 per cent. 

ie Mr. Monet: Right. 


“a 


~f 


to By Mr. Thatcher: 


Q. The net profit after taxes was $1,047,000. Now I would like to compare 
that to the amount paid out in wages on schedule D5. Could you give a dollar 
_ comparison, Mr. Smith?—A. What was that last question? 


a 
if 


ae 
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(. Could you give us the dollar figures for the amount paid out in wages?— 
A. I think we may have that, Mr. Thatcher. 

Q. For 1946 and 1947?—A. I will give it to you in just a moment. The 
figure for 1947 is $1,198,177 and for 1946 the figure is $989,751. — 


Q. That was your total wage payment?—A. That is factory wages and 4 


salaries, not including office salaries. 

Q. What that means is that your nylon division in 1946 took profits of 
$1,047,000 and only paid wages altogether of $989,000. In other words, you 
took greater profits than you paid your whole group of employees, and in 
1947 almost the same thing is true. Would not that leave the committee to 
conclude your profits were not only abnormal, but excessively so?—A. Not 
necessarily, sir. The investment of over $8,000,000 has increased the volume 
and you must relate profit to volume. There is a very large investment involved 
in the nylon operation and of course you must also consider the amount of 
risk, and the obsolescence which I have mentioned as being $417,000. Also, 
sir, I said that we were in the pioneering stage. 


There are, of course, other synthetic filaments in development; there are — 


some on the market today and some in development and there is a very con- 
siderable risk element. We are still in the first two years; and until we have > 


shown a trend—and in the first two years I think the trend is one of con- ~ 


siderable importance in showing where we hope to be able to go. 


By Mr. Thatcher: 


Q. Of course, at the same time in D-5 your wage trend in the last. period } 
of time has been downward, while your profits trend has been going up—aA. 


No, sir. 
Q. Is not that true from schedule D-5?—A. No, sir. 


Q. Well, your operating income has been going up?—A. No, sir; I think — 


an 
é 


profits and your cost of material?—A. The wages in 1946 increased. “3 
Q. But your profits and other things went up?—A. No, they went down; 


that is a point that can be explained; the operating income in 1947 was about 
one and one quarter million, almost, as I mentioned this morning, less than 
1946. These, sir, are percentage figures. The fact that the wage percentage 
can be lower does not indicate that the wages themselves are lower. 
In fact, wages increased. In reality, hourly rates increased 17 per cent. 
Q. Sure; but they are not increasing in the same proportion as your 


$1,225,000; the operating income was down $1,225,000 from 1946 to 1947. 

Q. Now, Mr. Smith, maybe I do not reconcile those figures—A. I think it 
is the percentage which gives you the difficulty. 

Q. Your wage percentage 1s downward comparing the last two quarters on 
Schedule D-5; your wages were -158 in the first quarter and they dropped to 
-154 in the first quarter of 1948; and taking your operating income at from 
254, there was a jump to -289?—A. That is because there has been a change in 


the volume. It does not indicate that the rate itself is low. It rose slightly 


so that the amount paid out in wages was lower. 


It is a difficult point and I sympathize with the difficulty that you have — 
found over that percentage there; but may I put it this way: supposing that # 
wages are 20 cents in a dollar; and supposing that the article rose from $1 to — 


$1.10. The wages are still 20 cents, or twenty per cent in a percentage — 


wise, but the wages would be lower, even though the amount paid should be — 


exactly the same. : 
In our case the’ price is not going up. I am not sure how to explain it 
satisfactorily. 


Q. It does seem to me that at a time when your company is taking profits — 


greater than you are paying out to your employees in salaries, that at that time — 
your proportion of wages to the consumers’ dollar—the trend is downward; and 4 


ae: 
rd 
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: 


seated Mel SCE! © Oba ad tees 


oy an 


a 


ae PRICES 3659 


a not just teats why that should be-—A. The trend of wages is not 
“downward, Mr. Thatcher. Bearing in mind, of course, in 1947 that our volume 
is 47 per cent above the previous year, the actual increase in wage rates in the 
year was 17 per cent; the hourly wage rate has increased, not the wages them- 
selves, by about 20 per cent, or thereabouts, but the number of employees has 
also increased during that year. 

: Q. Would it be fair for this committee to say that in 1946 the profits you 
took had more to do with the prices than the wayes which you paid to your 
employees?—A. No, sir, I do not think that is so. 

f Q. If your niofits are greater than your wage figures, why is not that so? 


The CHairMaNn: It is a matter for deduction by this committee. 


By Mr. Thatcher: 


Q. Well, that is my deduction and if it is not so, I would like to know the 
reason why 2A. In 1947 we achieved production at a higher rate than we had 
expected, so that was the reason why we were putting in a price reduction even 
at the end of our first year; and in the middle of our second year of operation— 
‘I still want to stress that we have had to risk a very large investment of over 
$8,000,000 which had been invested at a risk for those first two years, and 
we expected this trend to continue. 

: Q. Of course you would assume, if you continued to make a net profit after 
taxes, that after that it would not belong until you have no investment at all?— 
BA. I hope that the new expansion which was started this year will add to the 
investment considerably. 
7 We are not concerned with short-term profits, but rather with the long-term 
building up of the business. 
i" We want to get into a tonnage business rather than into an “ounceage” 
‘business, and I expect that our investment will grow and keep on growing at a 
faster rate than at the present time. 

_ Q. It seems to me that your company has made a greater profit than the 
‘wages paid to its employees, more so than any other company which has come 
before this committee. 


} The Cuatrman: But the evidence is that these people have lowered their 
prices. 


_ Myr. Tuatrcuer: I was coming to that point later. 
_ The Cuatrman: And yet their profit is higher than the other companies. 
Mr. THatcHer: Well, I do not think they have lowered it enough. 


» The Cuarrman: Certainly, it is exemipiay and if they could do it, then 
we want to know why the others could not do it.. 


a By Mr. Fleming: 

3 Q. Mr. Smith has referred repeatedly to obsolescence in this industry and 
‘mentioned a figure of $416,000, I think, which was written off for obsolescence 
last year. Is that reflected in the figures given here of profit? Have you 
‘allowed for that?—A. Not allowed for taxes: $97,000 allowed for taxes; 
$320,000 was not; so the net cost to the company was about $360,000 for 
[@bsolescence; this was not allowed, of course, in taxes to the company. 

Q. That represents a loss of capital?—A. Yes. 

Q. Which, if you were to carry on, you must make up that loss in capital 
‘as well as trying to make a return on your investment?—A. True. 

~ Q. What year was that for, that $360,000?—A. That is from 1945, October, 
1945, when we began commercial operations, to date, in 1945, 1946, and 1947. 
m= ©. To the end of 19477—A.. Yes, sir. 
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Q. And is that process continuing?—A. Yes, sir. I expect that we shall - 
come out with a very substantial obsolescence in the next extension which — 
I hope we will be able to undertake in the next few months. We increased 
the capacity of the plant. 

Q. Can you make any comment to the committee as to whether the amount — 
will be written off by way of capital in this way—that it is going to be © 
increase as compare to your net loss of capital this year to the end of 1947? 
—A. No, sir, 1 cannot. 4 

Q. It is too early yet?—A. Yes. There is a good deal of development still J 

going on. We are still in the pioneering stage and I cannot state what, in 
two years time, may come along. , 

In the earlier stages, it is bound to be a fairly substantial amount; but — 
it is changing rapidly and I could not forecast whether it will be greater or — 
less, sir 

») i) . J 


By Mr. Irvine: ‘ 
Q. I have some difficulty in understanding you, Mr. Smith, when you say 
that your wage scale had not been lowered; while we find that in the last — 
quarter of 1947, for labour, you have -158 and in the first quarter of 1948, © 
you have -154. : 
Would you mind trying, once more, to explain why that does not mean that 7 
there is a drop there of the amount spent in wages?—A. I do not know how 
to explain it, sir, without a very involved calculation. 
But I can assure you, sir, that wage rates are, in fact, increasing and are 
slightly higher in the first quarter of this year than they were in the last 
quarter of last year. ‘§ 
Q. Did you have fewer employees?—A. No, sir, in fact, we have a few 
more employees. The number of employees is increasing, while, as the volume 
is also increasing, both the rate paid, the number of employees, and the total 
dollars paid out in wages are increasing steadily and have been doing so7 
over 1945, 1946 and 1947, and that is still continuing. : 


aceite Fa 


By Mr. Fleming: 

Q. There is a further question I have on that point: Mr. Smith refers — 

to schedule D-8 of the report, with respect to the loss of capital, that. is, the 

net loss of capital reflected in the second last column, the net profit after” 

taxes?—A. Yes, sir; 1b 1s. -= 

Q. Account of that has been taken in this statement?—A. Yes, sir.. 
Mr. TuarcHer: Might I proceed now? 


The CHAIRMAN: Yes. 


a 
2 


‘ 


By Mr. Winters: 3 
Q. Is that a fund which you set up for obsolescence? Are those machines — 
actually taken out?—A. Obsolescence has been incurred by the equipment — 
and on the buildings in making the changes. -_ 
Q. Would you turn then to the first page of your report and I would 
refer to the general report?—A. Yes, sir. * 
Q. Now, on page 1 of that brief you said that the common stock in this_ 
company is owned, 42:6 per cent by Imperial Chemical Industries; 41-8 per 
cent by Duponts Limited. é 
The CHamrMAn: What is the purpose of your question? ; x 
Mr. Tuarcuer: I want to know, first of all, if these companies—the 
American or British companies—exercise any influence with respect to your 
price policy or any influence with respect to policies generally? 
The Wrrness: No, sir. The answer is definitely no. 
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By Mr. Thatcher: 


_ Q. No influence, none whatsoever?—A. As I mentioned—in the report itself, 
on page 2: 


- 
a 


The granting of the nylon rights by du Pont involved no control over 
: production or determination of selling prices in Canada, which are entirely 
in the hands of management of C.1.L. 


Q. You are stating then categorically that they exercise no control or that 
they have nothing to do with your policy?—A. They do not exercise control over 
the determination of selling prices. 

I have been on the Board of Directors for eight years and I say, of my own! 
nowledge, that that is not done; it is in the hands of the management them- 
selves, sir. 

- Q. There is one thing that makes me wonder if, indirectly, they might do 
so and I would like to quote a paragraph in the McGregor report. entitled, 
Canada and International Cartels”. This report has to do with your company, 
and I would refer to pages 19 and 20, if I might place this material on the 
record: 

The understandings with respect to Canada between I.C.I. (or its 
predecessors) and du Pont, as has already been shown, have extended 
over a great many years. Some of the arrangements were made as 
informal agreements while others have been made as formal contracts. 
The most comprehensive of the latter is the Tri-Party Agreement made 
on December 1, 1936, between du Pont, I.C.I. and C.I.L. 


I wonder, Mr. Smith, if you are familiar with the Tri-Party Agreement if 
it is still in effect?—A. Yes, sir. 

Q. You say it is still in effect?—-A. Yes, sir. 

Q. And you are familiar with its terms?—A. Yes, sir. 

Q. Then, reading further from the McGregor report as follows: 

Under the terms of this agreement I.C.I. and du Pont agreed to grant 
C.LL. exclusive licenses for Canada, and Newfoundland under patents, 
inventions and processes they then owned or might thereafter acquire. 
C.LL. agreed to grant I.C.I. and du Pont similar licenses for the rest of 
the world outside of Canada and Newfoundland in conformity with their 
respective license territories established by agreements. 

The fields covered by the Tri-Party Agreement included coated 
textiles, cellulose film, plastics, paint and finishes, fertilizers and insect- 
icides, explosives and general chemicals. 

And then he went on to say that there were three main factors of that 
agreement, according to Mr. McGregor. 
Mr. Fuiemine: Is there anything there about nylon? 
| Mr. Tuarcuer: “Coated textiles”. I would imagine that that would include 
nylon. 
The Wirnegss: No, sir; coated textiles does not, in any way, include nylon. 


| 

| ; By Mr. Thatcher: 

| Q. Are you saying that you have no agreement concerning nylon yarn, such 
as might have to do with patents or any agreement of any kind?—A. On the 
contrary, as a result of the relationship between the three countries, we did 
receive the right from du Pont free of charge, with no royalty or payments. Yes, 
| sir, we got that under the agreement. 

Q. Yes, on page 2 of your brief you state, that as the result of the relation- 
ship between C.I.L. and I.C.I. and du Pont, C.L.L. received the Canadian rights 
to inventions: 


. 
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As a result of the relationship between C.I.L., LCI. and du Pont, — 
C.LL. received the Canadian rights to inventions and processes developed 
by those companies and accordingly obtained from du Pont the Canadian 
rights relating to nylon. = 
And I would like to know if, in return for those rights, which have been 
given to you, if you agreed in anyway to restrict your wares to the Canadian 
market?—A. I dealt with that on the following page: TF 
The sale of the nylon yarn itself, regardless of the country in which 
it is manufactured, is subject to the assertion of patents in the countries 
in which they have been issued. . 
Converters who purchase nylon yarn from C.I.L. as a raw material 
for their operations may export their products to any part of the world. — 
The sale of the nylon yarn itself regardless of the country in which it is — 
manufactured, is subject to the assertion of patents in the countries in | 


7 


which they have been issued. a 


That covers the entire situation without any other arrangement of any ~ 
kind whatsoever arising out of the agreement, be it tri-partites or otherwise. 

Q. That last sentence, it may be that I do not understand it, but would it : 
not be possible to assume from that, that because of those patents, that you — 
ean only sell in Canada?—A. No, it means we could not sell unless it were in — 
a country where no patent has been issued. But let us say that in a country — 
where a patent has been issued to somebody else, which is common practise — 
with all patents, that if there is no patent, let us say in France, we can export ; 
nylon yarn to France; but if there be a patent there, in other words, a local right : 
has been granted to a company or to some party in return for some considera- — 
tion, then they would take action against us if we exported. But we are not © 
prevented from exporting except to places where there is a right which is — 
protected; if they have given a consideration, that is the general patent law, — 
and it is not peculiar to nylon or to ourselves. 


By Mr. Fleming: 

Q. But have you reached a point where you are in a position to export. 
from Canada?—A. A considerable amount of nylon was exported during 1947 — 
because of the acute world shortage. Most of that nylon was exported, I would — 
think, by our own customers; and the value of the exported stockings, the nylon _ 
stockings exported, made of our yarn in 1947, was about $3,000,000. : 


+ 
* 
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By Mr. Thatcher: % 

Q. Is it not a fact that nylon yarn was not exported from Canada during | 

the last two years?—A. I think a considerable amount was exported by our 
customers. - 
Q. But I thought you stated that there. were no exports; I do not remember — 

the page?—A. We estimated that about 480,000 pounds of nylon were exported — 


in 1947. a 
4 

By Mr. Monet: 3 

Q. By your customers?—A. By our customers. : 

i 

By Mr. Thatcher: ¥- 


“wa 


Q. According to this (Tri-Party Agreement, clause C, the C.I.L. was to. 


confine its operations to Canada: ~ 
4: 


¥ 
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Paragraph (C) C.L.L. is to confine its operations to Canada and is 
not to engage in any export trade even when it is in a favourable position 
to do so through tariff preferences or other causes. 

Does that hold for nylon?-A. No, sir that does not hold for the Tri-Party 
Agreement today. 


By Mr. Fleming: 
Q. I think we must get this clear: if this agreement refers to nylon in any 
way, then the questions are in order; but if the agreement does not apply to 
nylon, then the questions have no relationship to the matter before us. 


The Cuairman: I think that is right. 

Mr. Tuarcuer: I shall try to establish that. 

The Cuatrman: He has said that the agreement does not refer to nylon. 

Mr. Tuarcuer: Nylon yarn; does that Tri-Party Agreement, or any other 
agreement your company may have—have they anything to do with restricting 
your sales of nylon yarn? 

The Wirness: May TI answer the question you are asking at the moment: 
whether we, under the Tri-Party Agreement, are restricted only to the extent 

_ that a patent may exist in a country in some way. 


If you get the right to manufacture any article from a third party, your 
right would be restricted to the country from which you bought the rights; any- 
body who patented those rights in another country would, naturally, prevent an 
_ export coming in, because he has paid a consideration for his rights. 


__ Q. And would that apply also to rights of the United States, to exclusive 
_ rights there?—A. They invented the process and they are the only ones who 
are operating it. 
Q. So, when you say that they are your parent company— 
Mr. Fiemine: No, he did not say it was his parent company. 


By Mr. Thatcher: 


f Q. The company which holds the patents in the United States, this du Pont 
company, they could prevent you from shipping down to the United States?— 
_A. The owners of the patent, whoever they may be—in this case it is the du 
Ponts, yes, sir. 

_. But there is nothing to say that the du Ponts would not grant to us a license 
in return for shipping to the United States if it were possible to do so. 

Q. Well, this is a time of dollar crisis, and if all the companies did as you 
have done, it would be pretty hard fer us to build up our exports to the United 
States. You are letting a patent agreement stop you from exporting from the 
PUnited States?]—A. No, sir. With the plants in the United States, the smallest 
| of which is about four and a half times ‘bigger than ours, there is no possibility 
_ of our exporting to the United States; and with the duty, as it is, it would cost 
higher than in Canada so that we are not overlooking the possibilities there at 
all, but it just does not exist because in the United States today the production is 
| Dine times ours in two plants which are four to five times as big. Both these 
| plants have expanded for a huge domestic market. 


ls Q. Is there any agreement between the du Pont or the du Pont organization 
that they won’t send nylon yarn to compete with you on the Canadian market? 
—A. There is not, but as owners of the patents, we could take action to protect 
our position. Once we have the right, no one else can. It is a common thing 
under the grant, under a patent, but there is nothing to say that they won’t do it 
‘and their products do, in fact, cross the border freely. 
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Q. But would it be fair to say that so far as the Canadian market is con- 
cerned, you have an absolute and complete monopoly in Canada because you 
have the patents which prevent competitors or any other company from compet- 
ing in here, unless you: give them a permit?—A. We have all kinds of domestic 
competition. 

Q. You mean, in competition with your nylon yarn?—A. No, sir; we are 
in competition with silk and with other fibres. There is not, in actual nylon, but 
I think it is a fact that before the war, for example nylon was displacing silk in 
the market which was pretty well supplied with silk and that is an indication 
that there is competition today. 

Q. But so far as nylon is concerned you have an absolute and complete mon- 
opoly in Canada?—A. We sell to our purchasers of nylon. 

Q. And you have no foreign or domestic competition?—A. We have not at 
the present time, no sir. 


By Mr. Fleming: ‘ 
Q. You mean in Canada?—A. Yes. ie e 


By Mr. Thatcher: 

Q. Therefore, would it be fair to say that competition does not enter into 
the matter of setting prices of nylon yarn?—A. No, sir. The price of nylon yarn 
was set by competition with silk, and since that time it has been lowered. 

Q. You have not met that competion until recently?—A. Silk stockings will 
sell at lower prices than nylon, if they can ‘be moved. 

Q. On page 5 of your statement you said: “After deducting the amount of 
the depreciation reserve the net capital employed totalled $6,560,000”. Now, if 
I might go over to another page, according to statement No. 1 on page 4 of your 
other brief you show that 1946, the operating income of your nylon division—I 
am referring to statement 1 on page 4. . 

The CHAIRMAN: Page 4. 


Mr. Moner: That would be the one, Mr. Chairman. 


By Mr. Thatcher: 

Q. You say that your operating income, that is, of your nylon division in 
1946, was $2,163,000 and some odd dollars. That works out to 33 per cent, if my 
figures are correct; 33 per cent of your investment before taxes. ; 

The 1947 figures which are computed in the same manner, show that you 
made 31 per cent on your investment?—A. Yes. 


By The Chairman: 
Q. Before taxes? 


By Mr. Thatcher: 

Q. Before taxes, yes. That his operating income now—would not it be fair 
—do you agree, with those, Mr. Smith?—A. Your figure for 1946 was 33 per 
cent odd. . 

Q. And 31 per cent for 1947?—A. 30 per cent. 

Q. It is right in there?—A. Before taxes, of course. 

Q. Before taxes?—A. Yes. 

@. And I take it that it would be fair to say that you have made a couple 
of price increases?—-A. Three price increases, yes. 

Q. Yes; but at a time when you are showing such an astronomical profit: 
on an investment, would it not be fair to say that you have taken advantage of 
the lack of competition to keep the price of nylon up a lot higher than it should 


* 
yi 
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be?—A. There is no doubt that. we could have sold all our nylon at ceiling 
rices, but we have reduced the prices by $1,225,000 during the first year; and 
he second year—we had expected, as we developed a market—but if we are 
estricted to a narrow market, we shall find that we are not able to earn this 
eturn. It is in the expectancy of further development. | 
_ Q. Yes, but if every company in Canada should take a whacking profit like 
that, then our price structure would really go up. 
_ Mr. Fiemine: Yes, but if every firm reduced its prices such as this firm 
has, then the prices would come down. 
_ Mr. Tuarcuer: Here is a company which takes more in profits than they 
pay to their wage earners. There would seem to be something abnormal about 
that. . 

Mr. Irvine: If every company did the same thing, they could never 
purchase all they produce because they would never have enough wages to do 
Hj with. 

Mr. THatcuer: How do Canadian prices compare with similar American 

and British prices? 
_ Mr. Moner: If you will excuse me, Mr. Thatcher, I have a chart which 
[ would like to file. My last question was with respect to a comparison between 
United States prices and Canadian prices, and this chart was to be filed by 
the witness on that point, so if you do not mind, we may want to question the 
witness on that point. 


oP 
t 


_ Mr. Tuarcuer: Certainly. 

Mr. Moner: Mr. Smith, while we are waiting for questions that may arise 
irom your examination, a question has been asked by Mr. Thatcher with respect 
this matter and would you tell the members of the committee in view of the 
t that from 1946 to 1947, bearing in mind the two reductions in your prices 
t have already been made, would it not have been possible for your company 
educe by a larger margin than you did, or to make another reduction in your 
ce in view of the fact that even with those reductions your net profit for the 
rs 1946 and 1947 was 17-2 per cent and 16-1 per cent respectively? 

— The Wirness: I think the answer to that question, Mr. Monet, is the point 
I mentioned earlier. We have made reductions in expectation of volume 
creases and as that volume has begun to be shown, unless we find there are 
iso higher costs, we expect to continue the trend. 

_ Mr. Moner: To lower prices? 

_ The Witness: Yes. As I said, we shall be very disappointed if we cannot 


4 By The Chairman: 
7% Q. When, Mr. Smith?—A. I cannot say specifically when. “ 
Q. About when?—A. I am hopeful that we shall be able to do so. 
_ Mr. Moner: Can you give the members of the committee any idea of the 
volume you would expect to reach before you could consider another reduction 
I prices? 

_ The Wirness: I am afraid I cannot offhand sir. 
_ Mr. Winters: Does that statement assume stability in labour costs? 
_ The Wriryess: As I say we have had some increases in costs and we have 
no doubt that we shall have higher labour and material costs. We hope to 
et those additional costs by volume and lower the price notwithstanding, 
$n fact we did in 1947. 
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The CuarrMAN: So that would mean the price would be lowered away below. 
the pre-war level? 
The Wrrness: They are very far below that now, sir. . 


By Mr. Monet: ; 
Q. I understood you to say this morning that the prices are lower by 20 per 
cent to 30 per cent?—A. They were below the price ceiling by 20 to 30 per cent 
and they are now about 35 per cent lower than the price ceiling, and that itself 
is lower than the price in 19389. 
Q. Before I finish my questioning, there was a reference to the United 
States prices. I have a few questions to ask with respect to United States prices. 
The Cuamrman: Mr. McCubbin, I know, would like to see you lower prices 
before the committee rises. 
The Wirness: I beg your pardon? 
The Cuarrman: Mr. McCubbin, from the expression on his face, would like 
a further reduction in prices before this committee rises. ~ z 
The Wrrness: As I said we have it constantly in mind and I hope we shall 
be able to do so soon. I cannot say whether it will be before-the committee rises, 
but I do feel as soon as we can see prospects of steady expansion we will do that. 
Mr. Fieminc: May I ask the chairman a question? When is this committee 
going to rise? 
The CHairMAN: When the committee thinks it has done its job, and Mr, 
Fleming is a member of the committee. 
Mr. Tuatrcuer: Mr. Smith, you made one statement on which I am not 
clear. I think you stated that the tri-party agreement was still in effect? 
The Witness: I did, sir. 
Mr. TuHatcuer: On page 20 Mr. MacGregor makes this statement— 
Mr. Fiemrna: Is this question in relation to the agreement on nylon? ~ 
Mr. Tuarcuer: I will try to establish that in a moment if I may read 
just one line. | 
Mr. Fremine: You must establish that first. ; 
Mr. Tuarcuer: May I, in one sentence? In speaking of the tri-party agree 
ment Mr. MacGregor says “Under the terms of this agreement—” 
Mr. Fueminc: That is not the right way to proceed. 
The Cuarrman: Mr. Fleming is raising a point of order. | 
Mr. Fiemina: May I suggest that is not the right way to proceed. Mr. 
Thatcher must establish that the tri-party agreement does cover nylon. 
Mr. Tuatcuer: I am trying to do so, and will you let me have just one 
sentence? 
Mr. Fuiemine: If Mr. Thatcher establishes that he can go on and read from 
the agreement. ) 
The CHatrMAN: We have had an answer from Mr. Smith in the negative ang 
now Mr. Thatcher is trying to disprove that statement. | 
Mr. Irvine: By quoting from Mr. MacGregor. 
Mr. Tuarcuer: Perhaps I do not read this rightly and I would like to get ii 
clear in my own mind. | 
The CHARMAN: You can read all right. | 
Mr. Tuarcuer: Of course in 1936 nylon could not have been include: 
because there was no factory. “Under the terms of this agreement ICI an¢ 
du Pont agreed to grant CIL exclusive licences for Canada and Newfoundlanc 
under patents, inventions and processes which they then owned or might there 
| 


F 
| 
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_ after acquire”. If Mr. Smith says that agreement is still in effect why was nylon 
_ made an exception, or was it made an exception? I would take from that state- 
ment it was not an exception. _ 

The CuHamMANn: You have put two questions and you have not given him 
a chance to answer. 7 


£ The Witness: It was not an exception. The difference in the relationship 
i. - between CIL and du Pont— 


‘ By Mr. Thatcher: 
# Q. It was not an exception?—A. No. 


be Q. Then the tri-party agreement applies—A. Yes, sir. 
3 Mr. Tuarcuer: May I proceed now, Mr. Fleming? 
Mr. Fiemine: Would Mr. Smith repeat his last answer? 
The Wirness: The tri-party agreement as it exists does apply to nylon. 
Mr. THatcuer: Then may I proceed? “(a) CIL ‘is given exclusive rights 
_ in Canada to any processes owned by either of the major parties. (b) CIL is 
_ made sole distributor for any products shipped to Canada by either ICI or 
_ du Pont. (c) CIL is to confine its operations to Canada and is not to engage in 
any export trade, even when it is in a favourable position to do so through tariff 
preferences or other causes”. 

That, then, must apply to nylon. 

The Wirnesss: No, sir. 


By Mr. Thatcher: 


. Q. You are contradicting yourself?—A. No, sir. I tried to answer before 
- but there was some confusion. This provision no longer applies under the 

_ tri-party agreement. 
ro Q. You said it was in effect?—A. Yes, but this provision did not apply to 
_ nylon. We are not prevented from exporting unless the patents belong to 
somebody else. 

Q. When was that provision withdrawn?—A. Offhand I cannot tell you 
but I would say that perhaps it was three or four years ago. I do not recall 
~ exactly. 
2 Q. Of course the McGregor Report is only two years old and it apparently 
_ applied to them?—A. Gathering all that information probably took a year, I 
_ would say. We are not restricted in our exports except in so far as the patent 
may be owned by somebody other than ourselves or du Pont. . 
i Q. Then you would be prevented from shipping to the United States?—A. 
_ The patents prevent anybody from shipping. 
= Q. It might be I suggest the policy of your inter-company patents which 
- may be hurting Canadian export and the obtaining of American dollars?—A. I 
__ tried to indicate there is no possibility of that. On the other hand, by working 
_ the patents in this country we make an enormous saving of American dollars 
as a result of obviating the necessity of importing from the United States. 
_ Eight million dollars worth of Canadian nylon is replacing $8,000,000 worth of 
- ‘SS. nylon which would undoubtedly come into the country: I think there is 


a great advantage in that feature, and nylon would still arrive in this country 
if it were not made here. 
7 Q. You think there is no possibility of increasing your capacity and getting 
American dollars by shipping to the United States?—A. I think the possibility 
is quite remote of being able to manufacture more cheaply than the United States 
due to the fact that the United States production is far greater. 
- Q. Is it not remote because your patent agreement is preventing you from 
hipping?—A. No, sir. 
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Q. You are contradicting yourself?—A. It is not that the patent agreement 
prohibits it. The cost of production here is certainly not more favourable than 
in the United States and our current cost is much higher. I am speaking gener- 
ally and not just for nylon. The current costs in Canada are higher. Also, a 
plant of the same size costs very. much more here than in the United States. I 
do not think the situation you ask about is possible because we have no inherent 
advantages in this particular operation. 

Q. If the clauses of the tri-party agreement are no longer in effect what 
advantage is there in still having it?—A. Because by virtue of the agreement we 
obtain the right to new processes in Canada and the opportunity to develop 
them. 

_ Q. What do you give in return? You must give some consideration?—-A. No, 
sir, we do not. 

Q. You mean that out of the goodness of their hearts— —A. No, as we 
mentioned— 

Q. You are stating on oath all these three clauses are no longer used by 
the companies?—A. I am stating we are not restricted in our exports other than 
to the extent that a patent may exist in the country where it has been taken 
out. It may be a patent owned by some other party which conflicts with ours 
and we may not be able to operate, even though du Pont now owns it. We are 
not restricted by the shipping provision. 

Q. But you are restricted by patents?—A. Everybody is. 

Q. You are rstricted by patents of the two companies which own yourt—A. © 
We are not more restricted by their patents than we are by some patents which — 
we have bought from a third party. 

Q. As far as price is concerned you have a complete monopoly in the, — 
market?—A. No, sir, we have strong competition— 3 

Mr. Fuemine: What we want is questions and not statements. 

Mr. TuarcuHer: You have a complete monopoly in the domestic field, as — 
far as foreign competition is concerned, in nylon yarn. It is true there may be ~ 
some competition in silk but there is no competition in nylon yarn and you have . 
an absolute monopoly? . 

The Wirness: We are the sole manufacturers of nylon but we sell it in © 
competition to displace other material. 

Mr. Merritt: Nylon is a trade name? 

The Wrrness: No, it is a term for this type of polymer. It is a coined name 
in the same way that rayon was a coined name. Anyone who manufactures that — 
particular product may call it nylon and it becomes CIL nylon, du Pont’s nylon, — 
or ABC’s nylon. 4 

Mr. Winters: Does the patent cover nylon? | 


The Witness: The patents cover the production of the material but whether | 
they cover the material as such I cannot say, I do not know. 


Mr. Tuatcuer: Would you mind giving us the price figures for the United — 
States and Britain? | 

Mr. Moner: Mr. Chairman, there is a chart to be distributed. | 
_ Mr. Fiemrne: I have a couple of questions before we go on to something 
else. 3 

By Mr. Fleming: | 
Q. About these arrangements, Mr. Smith, under which without paying any |) 
consideration you receive the patent rights from the du Pont firm in the United 
States, if there were no such arrangement between the companies and you had | 
to buy those patent rights and use capital to that extent, I presume your profit 
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- proportionately would be reduced?—A. I would expect so, substantially. There 
_ would also be royalties to take into consideration and in the light of the import- 
_ ance of nylon they would be considerable. 


___—«Q. -Yes?—A. To some extent our profit is higher because a royalty has not 
_ been paid at all. 


; By Mr. Monet: 

ag Q. A chart has been distributed to the members of the committee. It will 

_ be filed as*exhibit 142. This is the chart which you have supplied to the 

' committee, Mr. Smith?—A. Yes. 

Exursir 142—Nylon 40-denier hosiery leg yarn. Comparison of domestic 
and foreign selling prices. 


By Mr. Monet: 


Q. Would you explain the chart to the members of the committee?—A. This 
chart, sir, shows at the top the ceiling prices established for nylons which were 
in effect, and the prices at which we did sell nylon in 1941, the basic period. 
_ The first reduction is the price at which we established the selling price when 
we began commercial production in Canada. Then in December 1946 we made 
_ a reduction and in June 1947 we made the last reduction. The dotted line 
_ indicates the time when price controls ceased. ; 
Q. That was in September?—A. In September 1947 price control ceased 
_ and the ceiling price ceased to have any validity at all. 
4 @. At the end of the line, Canadian prices, I see a price of $3.47?—A. That 
_ is the export price for 40-denier yarn. 
Be Q. That is the most popular one?—A. I would say it has the largest volume, 
m yes. 
. Q. And the price is $3.47?—A. That is right. 
Q. Would you tell the members of the committee if that has been the price 
_ since June of 19472—A. Since June 2, 1947. ; 
Q. And that was when the last reduction in your price took place?— 
SA. Yes, sir. 
k Q. What have you to say as to the United States price?—A. The lower 
' figure shows the nylon price since 1944. There was a slight increase in March 
_ of 1945 and a reduction was made in February of 1947, since which date the 
_ price has been constant. The price in the United States is for an entirely 
different material from that sold in Canada in so far as the Canadian material 
is sized, oiled, and put on cones or spools as the case may be, whereas the United 
_ States process excludes sizing, oiling, and spooling, which operations are done 
_ by other people in the industry. Consequently there is an amount to be added 
_ to the United States price in order to bring it up to a comparable material to 
that sold in Canada. The figure is 73 cents shown for sizing and oiling, and then 
_ there.is % of 1 per cent exchange, and there is a duty at the present time of 
_ 25 per cent, which duty came into effect on the 1st of January of this year. Prior 
_ to that time it was 30 per cent. The right-hand column is the British price, 
which is $4.58, and there is a duty of 92 cents, making a total of $5.50. There- 
fore, the Canadian price at present is $3.47, the price of the United States nylon 
landed in Canada is $3.61, and the price of the United Kingdom nylon landed in 
Canada is $5.50. 


By Mr. Fleming: ‘ 
Q. You say $4.58 is the price of the production in Britain?—A. Yes, sir. 
Q. That is the price at which it is being sold in Britain?—A. That is the 


rice from the price lists which show comparable material as offered in the 
nited Kingdom. 
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Q. With all the price controls in that socialistic empire the cost is greater’ 
than in this free enterprise country of ours, where the figure is $3.4727—A. The 
United Kingdom figure is higher, sir; and that is a statement of fact. 

Q. It is about 30 per cent higher over there?—A. Yes. 

The -CrairMAN: The real answer to that of course, Mr. Fleming, is good 
government in Canada. 

Mr. Fueminc: That is not the last answer, Mr. Chairman. 

Mr. Monet: I have a few questions to ask with reference to the United States 
price. You said a moment ago that the same quality of nylon, 40-denier, which 
costs $3.47 in Canada, costs $3.61 if it is imported? 

The Wirness: Yes. 

Mr. Winters: On the same basis in the United States it would cost $2.88? 


The Witness: $2.89. 

Mr. Moner: There is % of 1 per cent exchange. I had the figure $2.88 
also until I included the figure of % of 1 per cent. The comparable United 
States price is $2.88 per pound. Is that correct? 

The Witness: Yes. 


By Mr. Thatcher: 

Q. Why is the British price so high? It is because of these patent agree- 
ments and the fact there cannot be outside competition in England?—A. I do 
not know because it is not manufactured by ICI. A licence has been taken 
by somebody else and I simply have not the knowledge. 

Q. ICI does not manufacture it?—A. No, and I simply cannot tell you. 
We are not in any way associated with that concern. I merely have the price 
at which it is being sold. 


By Mr. Monet: . 

Q. I take it from this chart, Mr. Smith, that the Canadian price is 58 cents — 
above the comparable price in the United States. Would that be correct?— 
A. Yes, $2.89 and $3.47. 

Q. There is 58 cents difference?—A. Yes. 

Q. Can you tell the members of the committee what reduction it would — 
require, percentagewise, to sell nylon for the same price? I have figured it out — 

to 17 per cent. Would that be a fair statement?—A. I think it would be correct. 

Q. It would require a reduction of 17 per cent to bring the price of nylon, 
40 denier, to the same level as exists in the United States?—A. Yes, I would — 
take that as a correct figure. 

Q. This will be my last line of questioning and perhaps your answer may 
be a repetition of what you have already said. However, in view of the fact — 
that the company made, for the first quarter of the year 1948, 28-9 per cent 
operating income to sales, would it not be possible to bring the Canadian price 
down to the United States level—to reduce it by this 17 per cent which I have ~ 
just referred to?—A. That is a substantial reduction, sir. First of all, of course, 
and I have mentioned this earlier, the United States output is so large that we 
could hardly expect to achieve anything comparable. Their output is nine | 
times as large as ours. ; 


By Mr. Winters: Z 

Q. Why do you say that? Do your machines not run at capacity 2—A. | 
Oh, yes, sir. However, if you have eight machines in one unit instead of two | 
machines, the unit costs are very much reduced. Many of the servicing opera- 
tions require the same number of people whether you are servicing eight — 
machines or two. — | 
er 
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—Q. You are not at a volume where you get the maximum efficiency ?—A. 
No, not on a unit basis. 


, ‘% By the Chairman: 


 Q. If you came down to the American level what percentage would that 

give you?—A. 6-9 per cent operating income to sales, which is something quite 
beyond what we contemplate. 

~  Q. It would be lower than Courtaulds (Canada) Limited?—A. That is 
before taxes. After taxes it would be about 3-5 per cent. 


By Mr. Thatcher: 


Q. Did you say that was your objective?—A. No, sir. As a matter of fact 
_I would say quite seriously that our objective is one day to meet the American 
_ price. 
7 Q. What did you say about the 6-9 per cent?—A. I was answering 
the chairman who asked if we made the reduction of 17 per cent what the 
‘effect would be and I said it would have the effect of reducing our 
operating income to sales to 6-9 per cent and after taxes of 3°5 or 4 per 
cent. I think that is quite impossible and under those conditions the 
industry would not prosper at all. I would like to refer to that point as being 
“something which is not perhaps of general knowledge. The return from the 
chemical industries all over the world has been somewhat higher than other 
industries. It is also a well established fact that the chemical industry is one 
of the most progressive industries in the world. I think there must be some 
‘Telation to the fact that there must be a sufficient return to enable it to scrap 
obsolescent plants and enormous increases in production and employment are 
due to the fact that they have been in a position to do that scrapping. They 
have not had to carry on with absolute minimum requirements which would . 
have thereby retarded technical progress. I think it is true in most countries 
of the world that the chemical industry is a very progressive industry which has 


J] 
ul 


developed at a tremendous rate. 


By Mr. Irvine: 

_ _ Q. Would you tell us why our price is $1.50 higher than the price in the 

United States?—A. Did you say our price? 

> Q. Yes?—A. The United States price does not refer to the same material 

as we make and there is a difference of 73 cents there. The United States 
aterial comes straight from the spinning machine onto the bobbin but our 

material is sized, oiled, twisted and packed on cones or spools as the case may 
ye. That operation in the United States costs 73 cents per pound. 

@. Then your comparison is useless? —A. No sir, on the right we show $2.88 


against $3.47. That is a proper comparison because these operations have to 
e carried out in any event. 


By Mr. Monet: 


_ Q. In other words it costs $2.88 in the United States to manufacture the 

Same quality which you manufacture at $3.472—A. Yes, sir. 

 Q. $2.89 because there is + of 1 per cent exchange?—A. Yes, sir. 

Mr. Winters: What other factors contribute to the higher cost in Canada? 

__ The Wirness: The capital cost of the plant. For example, in this country 

Mauch of the equipment is subject to a substantial duty on import. Again, sir, 
u will appreciate that in Canada plants are built, necessarily because of the 

Mate, much more substantially than they are built in the United States. 

ii I may digress, during the war we operated a large smokeless powder plant for 

ine government at Salaberry which was almost identical to a plant in Virginia. 
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Anyone who saw the two plants would see the difference in cost Bepaies of the 
climate here when compared with Virginia. In fact our plant costs in connec- 
tion with duty and taxes were slightly over $700,000 which on the investment of 
probably $6,000,000 would be 11 per cent. That does not allow for the fact 
that we had to build more substantially because of the climate. It is necessary 
as part of the process to air-condition a section of the plant in order to get the 
correct humidity for fibering. A comparison of the plants, with our temperature 
below zero, will show that we have a more difficult construction job than let us 
say in Virginia or Tennessee where plants are now in operation. Then you 
must add our heating costs and the service costs on that heating are high. 


By Mr. Monet: 

Q. You mentioned a few moments ago 6-9 per cent. I do not see the figure 
but it is A. I was referring to 1947. 

Q. I just want to have it clear on the record that I was referring to the 
first quarter of 1948?—A. Yes. 

@. Where the operating income to sales was 28-9 per cent, which, less 17 
per cent would give 11-9 per cent, is not that correct ?—A. Yes, sir. | 

@. I just wanted to have the record clear.—A. Yes, and I was referring to 
the statement given by Mr. Knight, the statement on page 4. 


By Mr. Winters: 

Q. On this matter of comparable prices again how much are the United 

States labour rates above ours?—A. I am not sure but I would think probably 
on the order of 30 per cent. I would not like that to be taken as a statement 
under oath but I think it is approximately correct, perhaps even as high as 40 
per cent. 
Q. Our operating costs, after the initial higher plant expenditure, are 
probably somewhat lower?—A. Yes, but that is offset by the volume which I 
have mentioned. We have more operators per unit. It is true that our unit 
rate in Canada is lower than the rate in the United States. 

Q. Yes, and that is offset again by inefficiency or operating below efficient 
yolume?—A. To a point, ; 

C), A. No. 
Q. So one eon expect after a plant was in operation for some time there 
would be a decrease in costs—after you got the plant written off?—A. I think 
we have indications now of decreased cost as a result of going back to fale 
manufacture ourselves. 

Mr. Irvine: Going back to what? 


The Wirness: Flake manufacture. That is one of the things which has 
encouraged me to think we shall meet a period of reduction. 

Mr. Winters: That is one of the factors which enters into a further 
decrease of price? 

The Witness: Yes, sir. 


=) 


By Mr. Monet: 


@. Can you tell the members of the committee to what extent the tale 
that you have now manufactured flakes has to do with a decrease in price to) 
which you have just referred? Can you give us some information about that?— 
A. We estimate when the plant is in full operation the decrease will be about 20. 
cents a pound. We hope so, anyway. =| 

Q. Because you ae ye the flakes here instead of importing them?—| 
A. Yes, we will be saving $750,000 at present going out to the United States. sa 


ra 
f 
ne 


= PRICES 3673 


~ Q. And*there is no doubt that you would have been put in a position to 
reduce prices?—-A. We hope to be able to reduce costs when we have the full 
Polymer plant in operation. 
= I am sorry to have to use those terms. I have forgotten that I was more 
familiar with them than you are. That Polymer is the base material we 
manufacture. 

Q. It is the flakes. Are you manufacturing the flakes from salt?—A. We 
are not going back to the original materials which I mentioned, benzine and 
ammonia, but one day I hope that we shall. 


By Mr. Winters: 


Q. Do you obtain those raw materials in Canada?——-A. No, sir. In 1940 
- and 1941, we imported the finished nylon yarn and sold it. Then we started to 
_ manufacture the yarn here from finished flakes which we imported. 

As volume increased, we foresaw the possibility of going on to make our 
own flakes from salt, and that is the operation we are doing. 

I hope that if we hit the tonnage mark, we will go back and make our own 
salt. We imported flakes and now we import salt. We are only a part of the 
way, so far. 

Q. And all of this has resulted in a decrease in your operating costs, I 
presume?—A. Yes, but also a very large increase in investment, with not 
necessarily a great return on our investment. 


@. I suppose the speed with which you perfect these savings will be a factor 
in how soon you will pass along those savings to the public?—A. Yes, but our 
last operation took nearly two years to complete. 

Q. What was that one?—A. That was making polymer flakes. We were no 
different from other people in that experience. 

Q. Who did you purchase the salt from?—A. From the du Pont Company 
who manufacture it at their plant, but on a large scale and so we get the benefit 
of that large scale operation. 

Q. But you do have it in mind to manufacture the salt yourself?— 
A, Yes, sir. 

Q. How far is that in the future?—A. I would say, and I speak without 

technical advice at the moment, but I think we should treble our present output 
in order to do that. 
Q. You do not have to wait for that for a further decrease in price?— 
A. I certainly hope not. I would like to say, yes, next year, but there will be a 
good deal of money expended before that development occurs. That is probably 
a ten-year prospect. 

Q. When may we look for the next decrease in price?—A. We have it 
constantly in mind, and I hope, very soon, sir—I would not want to say it on 
oath, just when we could do it, but it won’t be long, provided we do not hit 
higher costs. We have had higher costs by reason of the increases in freight and 
the increase in raw materials and in wage rates in the United States. 

Not everything is going down, that is, not in 1947; our costs did not actually 
go down per unit, because the savings were offset by higher wages, by higher 
wage rates and higher raw material costs. 

Q. Do you expect to get down to the United States price?—A. I think it 
unlikely, sir; I would like to; I would be proud of it, but I think it unlikely 
because there is nothing in Canada which gives this country an inherent 
advantage; it is not a big power country which depends on hydro. There is 
always going to be a larger market in the United States, so while we shall make 
available to you our reductions when we get them, I do not think they will be 
reflected in price. 
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Q. The only advantage we have is with respect to labour? 
Mr. Fueminc: There is a disadvantage of higher taxes. 
The CHatrMAN: Still there are pretty high profits of seventeen. 
Mr. Fiemine: I had a question on page 8 of your statement which you read 
this morning, Mr. Smith:— 
No. 2. The selling prices of nylon yarn were reduced by an amount 
which averages 13 per cent. 


To whom do you sell that class of purchases? 


The Wirness: The main portion, about 80 per cent of our sales, would be 
to manufacturers of ladies’ hosiery, a list of perhaps twenty companies who are 
manufacturers of hose in Canada. Then, small quantities are going to weaving 
and knitting companies. 

Knitting other than hosiery knitting has made more progress than weaving, 
but it is still in the experimental stage. Primarily, today we are the one 
industry, ladies’ hosiery, and 80 per cent goes to the hosiery manufacturers. 


Q. That is where you encounter competition with other forms of silk and 


artificial silk?—-A. Yes, sir. 


By Mr. Monet: 

Q. You mentioned the same line of questioning in the course of your 
evidence: that there was seventeen cents’ worth of nylon in a pair of stockings?— 
A. Yes, sir, approximately seventeen cents’ worth of nylon as we sell it from 
our works. 


Q. Can you tell the committee what would be the per cent of income to the - 


company on a sale of seventeen cents?—A. On the seventeen cents’ worth of 
nylon in a pair of ladies’ hose, the operating income of the company would be 
approximately four cents, and the net profit to 'C.I.L. would be two cents, based 
on 1947. 

Q. Based on the lowest price you have given us?—A. In 1947, yes, sir. 

Q. What would be the yarn that would be used; or do you use any 
particular kind of yarn?—-A. The main one is 40 denier, yes. 

Q. And the price would be $3.47?—A. Yes, that is 40 denier yarn. ~ 

Q. That has been mentioned on the chart which is filed as an exhibit 
herein?—A. That is so. 


Q. So the net profit to the company would be two cents on a pair of stock- — 


ings?—A. Yes. 

Q. Made with this 40 denier yarn?—A. 40 denier, yes, sir. 

Q. And last of all, this may be a repetition, but I want this to be very clear: 
You do not feel, with this net profit of 16-1 and 17-2 for the last two years, that 
you would be able to bring your price down to the United States level at the 
present time?—A. No, sir, because we would be down to an amount of four or 


_ five per cent net profit, which, in an industry in the pioneer stage would lead to | 


a complete stoppage of development in any industry at this early stage. 


By Mr. Fleming: 
Q. Just to enlarge on that idea of the stoppage of development in a pioneer 


industry, I think you might tell us something about the use of the profit that — 


you are making in order to develop this pioneer industry. 


By Mr. Irvine: 
Q. Before you answer Mr. Fleming’s question, I would hke to ask you a 
question arising out of the question asked of you by counsel.—A. Yes, sir. What 
we are doing at the present time: we are doing experimental work on our own. 


We have, in our experimental laboratory on nylon, experimental looms and _ 
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experimental knitting machines and we are experimenting with the weaving of 
ious types of yarn into different kinds of fabrics which we then take to the 
de and try to develop, with them, uses. 

At the same time, we have a good deal of promotional work to do with 
ne new formulas, and all of this means a good deal of expenditure on the — 
technological end that we have to make. 


But we have hope yet of getting cheaper raw materials from which to 
manufacture nylon, cheaper than the present ones. These experiments are in 
the laboratory stage. I do not think you would want to ask me to discuss the 
research details which have not yet come into fruition; but we have cheaper: 
Yaw materials and cheaper nylons, all of which is carried on at considerable 
expense, but all of which is part of the cost of development. 


By Mr. Fleming: 


Q. My point was as to the extent to which you may be using these profits: 
for the purposes of developing the industry?—A. I cannot give you the actual 


figures of development. 

— Q. It was just a question as to policy of the company, the policy which 
the company has followed, as to whether the policy of the company is to use 
profits for the development of the industry and the enlargement of it as a new 
industry?—A. Undoubtedly any enlargement whatsoever would come off our 
investment.. 

_ Q. Whereas, it results in greater employment?—A. Oh, yes, sir, employ- 
ment has increased fifteen per cent during the past year. 


By Mr. Winters: 


Q. Mr. Thatcher made a statement here today that the employees had 
received less in wages than the company received by way of profits which would 
lead one to believe that if it had not been for these profits there would not have 
een so many employees employed?—A. Well, there might not have been any 
lon industry at all, in which case we would ‘have been importing nylon from 
‘the United States. 


By Mr. Fleming: 

= .. This permanent development mentioned has really meant more employ- 
ment, and it is a saving of Canadian dollars?—A. Yes, sir. The development 
0) the nylon flake manufacture is a pine at the cur rent time of over $150,000 
ea ach year. 

Q. And you expect to increase that saving as your developmental work 
gets under way and it is intended to have the effect of saving Canadian dollars? 
aN Yes, sir, it will increase them. 


By Mr. Irvine: 
— QQ. Well, our women might be going around with bare legs?—A. That 


aa 


Js the reason why the return is somewhat higher than in a more stable industry. 


By the Chairman: 
Q. You are not Pas ges! PUPA as an expert?—-A. No, sir; this 
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By Mr. Thatcher: ss 

Q. But a lot of American dollars could be saved. My Dee is: That 
C.I.L.—and we have just mentioned nylon but if they could have completed 
the manufacture of eighteen to twenty different products and refused to export 
them to the United States because of some sort of cartel arrangement, then we 
would be losing a lot of American dollars; a lot of them are cartel arrangements: 

The CuairMAN: The price is $4.58 in the United Kingdom today. What 
was the price which they had which would compare with the Canadian prices 
before the war? 


_ The Wirness: To the United Kingdom? 


By the Chairman; 


Q. Yes.—A. There was no price before the war because the manufacture 
only started in 1933 or 1934, sir. It was later than in Canada. We started to 
manufacture here a year or two before the rights were taken up in Englands 
I think I am right in saying that. 


By Mr. Thatcher: 


Q. That accounts for the difference, possibly, because. they have been 
manufacturing nylon a couple of years, but your own company—possibly your 
price was equal to the price in England two years after they started, but they 
have not reached the point you have?—A. With a larger plant than we havey 
that is the reason why the British price is so much higher. 


By Mr. Fleming: 


Q. Would not the fact that the plant is larger have a tendency to enable 
them to effect economies and bring down the price?—-A. The first price we made 
in Canada was lower than the British price today. 


By Mr. Thatcher: ng 
Q. Very slightly?—A. Very slightly; but that was the first one we made 
for commercial manufacture. * 


By Mr. Fleming: . { 
Q. Two years after you began commercial manufacture; but take your 
price today and let us compare it; what was your price two years ago, after 
you commenced commercial operations?—A. $3.47. 
Q. And your price two years after commercial operation is—I a 
they started commercial operations after the war, as we did?—A. $4.58. 


By Mr. Thatcher: ‘ 


Q. Their price is lower than yours because you include the duty ?—A. No, 
sir. When we started it was $4.24. The ceiling price was higher than theirs. 
We never sold at ceiling prices from our own manufacturing. 7% 
-Q. Your price—your highest price was $4?—A. $4.34. | 

Q. $4.34 as against about what?—A. $4.58. ; 

| 


By the Chairman: 


Q. I think you will have to put your political philosophy on a stronger 
basis than that—A. They and we both, during the war, manufactured for the: 
government so we both started from scratch. rf 

They manufactured during the war for the government and we only started 
from scratch, presumably in 1945, to make civilian nylons. 


PRICES. 3677 


_ We operated for three and one-half years before that time making wartime 
oduction of a different type and they did the same; we both started from 
scratch to make commercial yarn. 


By Mr. Thatcher: 


— QQ. You have been going two years longer than they?—A. Yes, but not on 
commercial yarn. ; 


: By Mr. Fleming: 

Q. But at the same time, the same length of time on commercial operations 
since the war?—A. To the best of my knowledge that is correct. We are not 
associated, and I do not know the details. 


By Mr. Irvine: 
_ Q. That is the trouble with all of us; we do not know the details of the 
British plants and I do not think we ought to compare them unless and until we 
know the facts. I understand that you expressed the hope that in the near 
future there will be another ‘reduction in the price of your products? 


The CHAIRMAN: Yes. 


By Mr. Irvine: 
~ Q. Then later on I understood you to modify that to this extent: that 
your price reduction would depend on your overall price reduction to you because 
our costs had to be considered. Is that not so?—A..We have to take into 
ount the tendency of rising costs. I did not say it was dependent upon the 
eost to us. I said you had to take into account, two things, the rising costs 
and the prospect of increasing volume. 


The Cuarrman: That is the line I hope you will pursue a little further; we 
inmnot press Mr. Smith unduly but we are anxious to see a reduction in the price 
of these things, if we can, as quickly as possible. 


By Mr. Irvine: 

Q. The next question that I wanted to ask is: I understood that your 
ofits on your capital investment last year were around 30 per cent. Is that 
—A. No, sir. The operating income and net profit was 16, I think, according 

y the report; 15-1. 
 Q. Before taxes, 30 per cent?—-A. The operating income. 
Q. You say 16 per cent of net?—A. Yes, sir. 
Q. What would you consider to be a fair income or profit that you would — 
bsolutely have to have in order to assure success of the business and make a 
onable profit after taxes?—A. I do not. think, sir, there is a definite answer 
jat can be given to a question like that for all time. 
_ The returns of industry depend upon a variety of factors, namely, the rate 
of progress in the industry; the risks that we run, such as the bare legs that 
you mentioned; the risks that we .run on our inv estment, and the prospects of 
he company being able to develop a market. 
_ As I was saying, economically, our industry throughout the world has had 
‘somewhat higher rate than others, which has enabled it to keep at a rate of 
peress that few other industries have been able to do. Looking at the returns 
i the present time, we must bear in mind that we are in the pioneer two years; 
e are still in between that pioneer two years and we hope to do it and we 
ave some confidence of doing it, but we have not a certainty that we shall. 
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- We are casting our bread on the waters. We did so at the end of 1946 and 
I expect that we will cast it further, but much will be dependent on the matter 
of employment, wages, and the quantity of nylon that we manufacture here. 

Q. What was the ceiling price prior to the removal of price control?— 

A. $5.34, on page 7 of my submission, on the 40 denier yarn, $5.34. 


By Mr Fleming: 


Q. When that ceiling came off in September, 1947, you were tay selling 
at $3.47?—-A. That is correct. 


By Mr. Irvine: 

Q. Your profits were very much higher? 

The CHAiRMAN: Would you mind if we continued this tomorrow. 

Mr. Irvine: Sure. 

The Cuatrman: We have a little business matter to raise now. 

Mr. Fieminc: Is there very much more? He has been here for a week. — 

Mr. Tuatcuer: I hesitate to hold Mr. Smith over, but I have a few ques- 
tions I would like to ask tomorrow. $ 

Mr. Fuemine: Could we not finish them in ten minutes? ¢ 

Mr. Tuatcuer: I do not think so. Unless it is exceedingly inconvenient, I 
shall not want to press it otherwise. 

The CuHairman: If Mr. Smith told us he was going to have a big reduction 
right away, then we would not question him further. 

I know that Mr. Smith has an important engagement; it is a meeting of 
his board of directors; but I am in hands of the committee. 

Mr. FLEMING: We tried to accommodate the other witnesses under ini 
circumstances, so why not let us hear him now. 

The Cuairman: I did not want to cut Mr. Irvine off, but there is a matter 
I wanted to discuss with the committee. 5 

Mr. Tuatcuer: There is certain information on which I am not quite clear 
and I would like to check with Mr. McGregor; and if it checks one way I am 
quite satisfied; but if it does not, then I want Mr. Smith back. : 

The Cairne? Would you like to meet tonight at 9.30? 

Mr. Tuatcuer: I do not know if I could get Mr. McGregor then. 

Mr. Fiemine: Is there anything that we could get by way of correspondence? 

Mr. TuHatcHer: Could Mr. Smith come back if it were necessary? | 

Mr. Irvine: That is the way to put it. ; 

The Witness: Yes, sir. | 

Mr. Irvine: My question was to be: It seems that the profits of the lage 
two years have been five or six times as much as during the war, and it does 
seem to me that there ought to be a much larger reduction now, since the profits 
during the war evidently kept the business going and you are able to proceed 
from there; so it seems that there ought to be a larger reduction now. | 

The aeons, I would like to answer that, if I may. | 4 

During the war, the nylon plant was operated on a service charge basis, | 
whereby we received a return on a computed investment which was not dependent | 
on the volume of product; and it did not matter whether one million or two 
million pounds were produced. 

Nineteen hundred and forty-six was the first year of commercial operations; 


and the selling price was established at below the ceiling price, having regard to to 
the capacity of the plant and the costs that we were likely to incur. y 
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2 was less than the obsolescence and that the Baia ot allowing for 
es—the company paid profits smaller than obviously a company could have 
e& xisted on, because the total net profit was actually less than the Sh aaieasenee 


ise Mr. Irvine: eene that it is about six o’clock I gut stop anything ee that 
I might have said.. 

_ Mr. Tuarcuer: There is just one point there I would like to get clear. I 
do not think that I need Mr. Smith back, but I would like to have some under- 
standing that if we should have something that the committee wants, that the 
- committee will not object to calling him back. 

Mr. Monet: Certainly. 

Mr. Fiemine: Unless it be something that we could get Ks correspondence. 
Mr. TuHatcuer: I will talk until six o’clock and get him back in the. 
morning if he won’t give me that assurance. 

The CHatrMaNn: I think the committee will agree to that. 

Mr. Fiemine: I never spoke that way in this committee in my life and 
I do not intend to start now. 

The CHatrmMan: Now, gentlemen, I think we will just have a brief executive 
session. 


The committee adjourned. 
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MINUTES OF PROCEEDINGS 


Wednesday, June 16, 1948. 


4 . The Special Committee on Prices met at 4.00 p.m., the Vice-Chairman, Mr. 
Maybank presiding. 


Members present: Messrs. Beaudoin, Irvine, Lesage, McGregor, Maybank, 
Merritt, McCubbin, Pinard, Thatcher, Winters. 


&§ Mr. Fabio Monet, K.C., Counsel to the Committee, in attendance. 


A communication from the Bank of Canada giving information supple- 


“mentary to Mr. G. F. Towers’ evidence given on May 27 and 28, was placed 
on the record. 


Mr. E. H. Knight, Knight & Trudel, Chartered Accountants, Montreal, 
was recalled and further examined. 
Witness retired. 


| Mr. C. W. Palmer, Executive Vice-President, and Mr. A. Gordon Allan, 
Treasurer, Canadian Celanese Limited, Montreal, were called, sworn and 
examined. Mr. Palmer produced copies of answers to special preliminary 
questionnaire and copies of Canadian Celanese Limited Annual Report, 1947. 
He also filed samples of Canadian Celanese Limited products identified as 
follows: 

Exhibit No. 143—Cone of 150 Denier yarn. 

_ Exhibit No. 144—Sample of Lingerie Taffeta, D-1444; Dress Crepe, 
D-1380; Lining, D-1043. 


During the temporary absence of the Vice-Chairman, Mr. Merritt took the 
Chair . 

At 5.55 p.m. witnesses retired and the Committee adjourned until Thursday, 
June 17, at 11.30 a.m. 


¥ R. ARSENAULT, 
it Clerk of the Committee. 
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MINUTES OF EVIDENCE 
Hovse or Commons, 
June 16, 1948. 


~ The Special Committee on Prices met this day at 4.00 pm. The Vice- 
4 “Chairman, Mr. R. A. Maybank, presided. 


‘The Vice-CuarrMan: Gentlemen, I see a quorum. Before a witness is 
introduced, I have this letter signed by Mr. Beattie of the Bank of Canada 
and addressed to Mr. Arsenault. It reads as follows: 

I am enclosing herewith a table giving certain money and price statis- 
tics for selected countries for the years 1939 to 1947. These are the figures 
which Mr. Towers undertook to provide when he was giving evidence 

before the committee (pages 3374-5 of No. 65 Minutes of Proceedings 
and Evidence). 


Yours very truly, 


eal . (Sed) J. R. BEATTIE 
%. Chief of Research Department. 


I think these are the figures for which I asked. I suggest, at this point this 
letter and these statistics should be recorded in the minutes as being the supply 
. of evidence which had been promised earlier. 


Mr. Irvinn: And relating to—? 


a The Vicn-CHamrrMAN: To Mr. Towers’ statement. There were certain 
penres he did not have with him and I said, “Could you supply them?” He 
said, Se REE and these are they. 
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CANADA *  Unrrep States /-Unrrep Kixepom j 
Money Indexes on Money Indexes on Money Indexes on g 
supply base 1937=100 supply base 1937=100 supply base 1937 =100 
in — in ne in s+ 
Dollars Cost of |Wholesale} Dollars Cost {Wholesale} £ Sterling | Cost of |Wholesale 
millions living prices billions of living prices billions living prices 
NOBO epee sae. clades 1,370* 100 89 36-2 97 89 1-75 102 G4 
LT DEA Na eee 1,563 104 98 42-3 98 91 2-05 119 126 
TOS se oct: 1,901 110 106 48-6 102 101 2-58 131 140 
BAU oR Birt Bee A 2,349 116 113 62-8 113 114 3-02 141 147 
1043 sre eet ame 2,726 117 118 79-6 120 119 3-49 145 150 
MOS h es See rate hehe 3, 153 117 121 90-4 122 121 3-96 148 153 
W945 bce ere eet 3,514 118 122 102-4 125 123 4-47 149 156 
AOSG seis rcs's aeckee 3, 996 126 132 110-0 149 163 5-20 150 | _ 166 
SOAW teh rants rere 3,944 144 170 113-7 163 189 5-29 164 187 
AUSTRALIA New Zpratanp ARGENTINA 
Money Indexes on Money Indexes on Money Indexes on 
supply base 1937=100 supply in base 1937=100 supply in base 1937=100 
ine. |————__ New Argentina = —_—_—_—_——— 
£ Australia | Cost of |Wholesale] Zealand Cost of |Wholesale Pesos Cost of |Wholesale 
millions living prices millions living prices millions living prices 
** xx pee 
19898 as eee 204 105 100 58-5 107 105 2,551 101 96 5 
HOS Fim Oishi eke 248 110 110 69-3 112 117 2,594 103 110 : 
DBE eaten 287 115 117 76-3 116 128 3,332 106 129 ; 
10D eat Ata Sloe 396 125 131 101-0 120 139 3,917 112 167 
1948 Fae Sta oe 510 129 138 120-8 123 148 4,688 113 180 , 
we Car sak nee ae 613 129 139 129-9 123 152 5, 882 113 188 ~ 
104 p a 649 129 140 150-0 123 155 6, 964 135 193 
TOSG Sioa hiere hese 703 132 141 167°9 123 153 9,013 167 214 
DOA. fen, th tend 741 140 159 174-6 133 173 10, 900 185 228 
pe a a Se OS Rs er eS ee a ee ee ee ee rates ee & 
SWEDEN 
Money Indexes on - 
supply base 1937=100 2 
in —_-———_—__—— 
Kroner Cost of |Wholesale 
64 billions living prices 
2-35 106. |. - 101 = 
. 2-38 119 128 dy 
2-70 135 151° = 
3-27 146 166 
3°71 148 171 
4-11 149 170 
4-38 — 149 170 
4-55 152 168 
4-70 163 179 
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Source:—International Financial Statistics, April 1948, published by the International Monetary Fund. The figures are 3 " 
compiled to be as closely comparable as available statistical sources permit. = 
Money Supply figures are in general year-end data. — 
Cost of Living and Wholesale Price figures are annual averages except for 1946 and 1947 when, in general, year-end ‘data A 
are given. In making comparisons it should be noted that price stabilization subsidies are being paid in the United Kingdom ~ : 
at the rate of £400 million per year. The latest available information (for the year ending June 1948) indicates that similar | 
sabeides amounted to about £ Australia, 26 million in Australia and £ New Zealand, 13 million in New Zealand in that ~ 
period. ‘é 


*Money Supply in Canada at Aug. 31, 1939 was $1,128 million. re 
“Wholesale Prices Indexes for Australia and New Zealand cover ‘“Home Consumed Goods” only. 
June 15, 1948. 
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Mr. Monet: Before calling Mr. Palmer of the Canadian Celanese Limited, + 


I wish to recall Mr. Knight for two or three questions. | 
E. H. Knight, of Knight & Trudel, Chartered Accountants, Montreal, _ 
P.Q., recalled. a 


By Mr. Monet: 
Q. Mr. Knight, you are already sworn?—A. Yes. 
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— Q. I understand, Mr. Knight, that on page 3622 of the minutes and pro- 
ceedings of evidence of Thursday, June 10, 1948, about the middle of that page, 
speaking of the Canadian Celanese prices, I asked you the following question:— 
a ‘ And you say there was an increase from the April 1, 1948, price? 
—A. Yes. 
_ Following a conversation we had, it was clear there was a misunderstanding of 
_ my egy and your answer should have been no, is that correct?—A. That is 
- correct. 
4 Q. In other words, there was no increase in prices by Canadian Celanese 
_ Limited in the items quoted in your report after April 1, 1948, up to the date of 
the letter you addressed to that company sometime in the month of May?— 
A. That is correct. 

Q. Would you give the date of the letter which you sent in the month of 
May?—A. May 21. 

-  Q. I understand you also wish to make a comment as to the price of 
150 denier which you did not make when you gave your evidence previously ?— 
_ A. Yes, Mr. Monet. In reply to my letter, the Canadian Celanese Limited stated: 


There has been no price change in 150 denier yarn other than that, 

due to a change in packaging from double ended bobbins at 86 cents per 

pound to yarn on cones at 89 cents per pound. These two prices are 
considered to.be equivalent in value. 


Q. Now, the third question I have to ask you is with regard to the statement 
made on page 7, of your report D. In one of the paragraphs there which I am 
‘now going to read you say: “in comparing the components of cost in each of 
these periods it will be noted that the successive reduction of raw material and 
_ overhead as a share of the sales dollar has been offset by the increase in operating 
income.” I understand you have a statement to make with regard to that state- 
ment on page 7?—A. In order to complete this paragraph in so far as it concerns 
the table on page 7, I wish to add the following remarks: If one compares the 
second period with the first it will be seen that the reduction in raw materials, 
labour and overhead is offset by the increase in operating income, and if one 
~ compares the third period with the second it will be observed that the reduction 
in raw materials and overhead, amounting to 5 per cent has been offset by the 
_ increase in labour of 3-5 per cent and operating income of 1-5 per cent. That 


'. . 


mis all. 
Mr. Monet: That is all I have to ask of Mr. Knight at this time. 
The Vice-CHarrMAn: All right, who are the next witnesses. 


) Charles Wilfred Palmer, Executive Vice-President, Canadian Celanese 
._* 3940 Cote des Neiges Road, Montreal, called and sworn. 


Arthur Gordon Allan, 4626 Patricia Avenue, Westmount, P.Q., Treas- 
_urer, Canadian Celanese Limited, called and sworn. 

“sor 

bs Mr. Monet: Now, Mr. Chairman, at this time I think should be distributed 
as previously for the other firms the questionnaire that has been answered by 
_ the company, and the annual report of the company. 

q Mr. Tuarcuer: Mr. Monet, what is this? Is this some sort of specialized 
_ product which Canadian Celanese make? 

Mr. Monet: I am going to ask them the nature of their operation in a 
noment. 


Mr. THatcuer: Oh, I see. 


| 
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Mr. Monet: Now, Mr. Chairman, I wish to draw your attention and the 
attention of members of the committee to a few corrections that had to be made 
in this questionnaire. The printing of it did not show the red figures, they turned 
out black; so, in fairness, and to give the real figures as they should be under- 
stood there are a few corrections which I wish to make at this moment. If you 
_will refer to statement No. 1, page 2, you have under the provision for inventory 
and other reserves—that is the third item above the bottom of the page—for the 
year 1942 you have the figure there of $10,000. That should be minus $10,000. 
And for 1945, instead of $13,000 that should be changed to minus $13,000. | 
Now, if you will turn to statement 2, page 1, for the month of December— _ 
that is the last column at the top of the page under the heading “miscellaneous | 
operating income’—you have a figure there of $681. That should be minus $681. 
On the same statement No. 2, page 3, of the statement for the months of June © 
and July—that is in the middle of the page in the third item under the heading — 
“miscellaneous operating income for the month of June”—that should read minus — 
$773; and, for July, minus $194. ; 
Those are the corrections which should be made for the reasons I have just — 


stated. 


By Mr. Monet: 

Q. Now, Mr. Palmer, would you tell us where the head office of Canadian — 
Celanese Limited is situated?—A. 1401 McGill College Avenue, Montreal. : 
Q. Would you tell us when the fiscal year of the company ends?—A. 
December 31. S 
Q. At the end of the calender year?—A. Yes. it 

Q. Now, Mr. Palmer, would you please describe the nature of the operations — 

of the company you are now representing; and, principally in this connection I 
would like to bring out whether or not your yarn is different from the one manu- : 
factured by Courtaulds Canada Limited; and also I would like you to refer to © 
the four major processes of manufacturing that we were informed previously are — 
earried on by your company?—A. We manufacture cellulose acetate yarns. : 
; 

# 

E 


By the Vice-Charrman: 
Q. Excuse me a moment, I didn’t get that myself—A. Cellulose acetate. 
The Vicb-CHaAIRMAN: It is quite understandable ‘but I did not just get it. 
Mr. Irvine: Now that you have got it, what is it? i 
The Vice-CHairMAN: I haven’t got it. ; 3 
Mr. Irvine: Yes, you have it. 
The Vice-CHarrMAN: I think I have still to get it. “3 
Mr. Moner: Would you repeat that? a 
The Wirnegss: I said cellulose acetate, that is the acetate of cellulose. a 
The Vicr-CuHatrMan: I understand that, now; you say you manufacture | 
cellulose, and what else? - 
The Witness: Cellulose acetate yarn, staple fibre, woven fabric, knitted — 
fabric and hosiery. This is a vertical and integrated company. There are four 
definite stages of operation, each of them having an end product which is a com- al 
mercial product and can be bought. a 
The Vicr-CHAIRMAN: Each of them? i 
The Witness: Each of them. Just to make it clear, the first process is the 
manufacture of flake which is like the nylon flake het were talking about, but 
we just say it is acetate flake. 
Mr. Moner: That is the first process? 
The Witness: That is a chemical process in which we take cellulose, a puri- 


7 
ae 
oe 

e. 


| 
4 


fied form of cellulose; we have a highly purified form of cellulose and treat i 
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2 with some very expensive chemicals—acetic acid and acetate anhydride—made 
incidentally at Shawinigan—then that flake is precipitated over a series of pro- 
cesses. That flake is a commercial product in the United States market with a 
sale price. I mean, it cantbe bought. This flake comes from this process No. 1. 

_ The Vicr-CuairMANn: Excuse me just a moment, in the processes that you 
are going to describe this is your first process? ; 
; ~The Wiryess: There are four processes one after the other. 

a The Vick-CHAIRMAN: Yes. 

Ir. Monet: You are now about to describe the second? 

S he Wirness: Process No. 2; the flake is taken and dissolved in another 
_ expensive chemical, namely, acetone. Acetone is a volatile solid. This solution 
is extruded through fine holes and collected after evaporation of the volatile 
_ quality in the form of filaments which are wound as they are formed. They go 
_ through a long hot chamber in which they form a filament yarn. This is a cone 
of filament yarn. (Produces cone of yarn). 
~ Mr. Monet: That is the result of the second process; is that correct? 

* The Wirness: That is a result of the second process for making filament 
_ yarn. It is not produced on that cone. It is produced on a bobbin, which is 
~ another winding process. 

5 The Vice-CuHairMan: Yes. 


. The Wirness: Also, in the second process, as an alternative end product 
_ of the second process we produce these filaments which are cut into lengths of 
_ predetermined measurement; 2 inches, 2-5 inches, 13 inches; a product known as 
- staple, staple fibre or staple. It is like cotton and is used for spinning under the 
- cottom system. I am sorry I have to use so many technical terms. So the second 
_ end product is filament yarn or staple fibre. In the third process the staple 
fibre or the filament yarn—I will take the filament yarn first as they go different 
"ways. 


By the Vice-Chairman: 


' _ Q. And when you use the expression end product are we to understand, (a) 
_ that there is a sale of this flake?—A. We do not sell the flake but there is a 
sale. It is an end product that has a sale. 

; Q. It is a saleable product but you use all of your own material?—A. Yes. 
a Q. Then there is the filament, and that is saleable, and perhaps you do 
sell this; and then the other?—A. The staple. 

Q. The same remark applies?—A. Yes. 

_ _ Q. Is by reason of the fact that there is a market for it that it is given the 
“term “end product”?—A. Yes. P 

Q. I see. All right—A. That is the point I am emphasizing. Those are 
or end products. 


By Mr. Thatcher: 


_ Q. How do these differ from the product put out by C.1.L.?—A. Well, in 
‘the first place, it is chemically different. C.I.L. has a chemical which is not 
—¢ellulose acetate. I would not like to give you the formula of it. I do not 
know it and anyway it is a long name. 


Q. Is it for the same purpose? 
Mr. Lesace: No, it is nylon. 


The Witness: Nylon is after all a sort of artificial silk when it is taking the 
place of silk in hosiery, but artificial silk is a very generic term, 
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Mr. Monet: Then you are not manufacturing the same product? 

The Wirness: Oh, no. . 

Mr. Monet: Nylon is considerably different from the product which is now 
on the table here before the committee. 

Mr. Tuatcuer: I am still not clear. It is a product of your own company? 

The Witness: Yes. 

Mr. THatcHer: You are the only one who has this? 

Mr. Lesage: You are not the only producer of artificial silk? 

The Wirness: No. 

Mr. Prnarp: But that kind here which is called celanese is the only one | 
manufactured in Canada, I am told. . 

The Vicr-CHAIRMAN: That is the trade name, is it not? 

The Wirness: Celanese is our trade name. 

Mr. Monet: Yes. 

The Wirness: This is celanase acetate rayon, or artificial silk. 

Mr. THatcHer: But there are other companies who make it? 

The Vice-CuHairMAn: Wait a minute, please. Don’t be so impetuous. 

Mr. THatcHer: I just want to get this clear. 

The Vice-CHairRMAN: Mr. Thatcher, let the witness continue so he can 
complete his statement. 

The Wirness: There are many companies which make this type of rayon 
or artificial silk in the world. There are three making it in England. There are 

four or five making it in the United States. There are companies making it in 
Italy, in France, in Belgium; and I hear they are starting to make it in Japan. 
We are the only people making this form of artificial silk in Canada. z 

The Vick-CHAIRMAN: Now that clears it up for you, Mr. Thatcher? 

Mr. Tuatcuer: Yes, thank you. , 

The Vicu-CuHairMAN: I had to interrupt you a moment ago when I wanted 
to make sure that you had received your answer, and if you had not I wanted to 
give you an opportunity of asking your further questions. 

Mr. Monrr: And I understand also that you are the only company in — 
Canada that would have the full process that you have just explained to mem- 
bers of the committee. | 

The Wirness: We are the only company of which I know who are carrying _ 
out these four processes. : 

The Vicr-CHaiRMAN: You came to the end of process 3; or, process 2 rather, 
which resulted in three end products? 

The Witness: Two end products, staple and filament yarn. 

Mr. Monet: I would like you now to come to process No. 3. Z 

The Vice-CHAIRMAN: But there were three end products which you have © 
referred to so far, were there not? ad 

The Wirness: Oh yes, the first was the flake, and then the staple and | 
filament yarn. . j 

The Vick-CHAIRMAN: Yes. . | 

The Wrrness: Process No. 3, as a part of filament yarn is the process of © 
weaving or knitting of the conversion into a grey goods fabric, as we call it; — 
into woven or knitted fabric which has not been dyed or finished. This is a — 
piece of our 1380, the stage at which it comes from the mill before it is dyed and — 
finished. I speak of that as an end product because in many companies the — 
process of dyeing and finishing are carried out by a separate company from the | 
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company which does the weaving, not only in Canada but in various other 
countries. So that the end product of the third process is undyed woven or 
knitted fabric. You can use as an alternative to that, starting with the staple 
fibre; that goes through a process of spinning and of weaving, and is an end 
product similar to the filament yarn end product; namely, undyed woven fabric. 
The Vick-CHAIRMAN: Yes. 

The Wirness: Now, the fourth process which we do in this series is a 
process known as converting or dyeing and finishing. There are several com- 
panies that do nothing else in Canada. We dye all fancy rayon products. 

The Vice-CuHarrMAn: You do both. You sell that last one? 

The Witness: We do not actually sell the grey goods. 

The Vick-CHAIRMAN: Oh. 


The Witness: Because that is not a commercial form. I want to make it 
clear that that is an end product because certain companies do get it dyed and 
finished outside by another company. We do not sell any grey goods at all. 


By Mr. Monet: 


Q. When you refer to grey goods you refer to the end product of the third 
"process?—A. The undyed fabric. 

. Q. And you say you do not sell any of that product?—A. No, we do not sell 
any of it. 

Q. Now, what do Canadian Celanese Limited do with regard to the fourth 
process?—A. In the fourth process, which is the dyeing and finishing process, 
when the fabrics are through this process they are finished and ready to be used 
by the cutting up trades, or to be sold across the counter in the retail stores. 
Those are the four collective processes. 

Q. And you have supplied the committee with samples of this last or fourth 
end product process?—A. Yes, I have given you samples of products made 
through all the processes as a result of the four processes. 

_ Mr. Moner: And then, Mr. Chairman, it might be useful at this stage to 
have them identified, but I do not know just the right way of doing that, while 
_wWe are talking about them. 


_ The Vice-CHairmMan: You may as well identify whatever Mr. Knight 
reported upon. 


By Mr. Monet: 


Ei Q. Yes, now may I direct your attention to page 12, of Mr. Knight’s report, 
Mr. Palmer, where you have listed four different products of Canadian Celanese 
Limited. 150 denier is specified; do I understand that this is the denier that 
has been put on the table?—A. That is a cone. 

3 Q. There has been distributed to the members of the committee samples of 
these four processes to which you have referred. The first is the one bearing 
the number D-1444; would that be the lingerie taffeta?—A. Yes. 

& Q Then that is followed by the dress crepe which is numbered D- 1380? 
. Yes. 

Q. And fourth and last is the lining, which would be D-1043?—A. Yes. 

___ Q. And you identify those as corresponding to the items referred to Bye 
Mr. Knight on page 12, of his report?—A. Yes. 

___ The Vics- Crary: Now, the three last produced are in one part. They 
wi ll be exhibit 144. 

_ Then the cone of denier—150, which has been produced will be identified 
s exhibit 143. You will notice that I have reversed the order of numbers, and 
did that because of the fact that the cone of denier yarn was the first 
p] ped before the committee. 
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By Mr. Monet: a 


Q. Now, Mr. Palmer, I would like to peice you to Mr. _ Knight’ report, but 
before I do so I would like to ask you if yow were present when Mr. Knight was 
presenting his report D?—A. I was. 

Q. You heard his evidence, and you have also taken communication of his 
report since; is that correct?—A. Yes, 

Q. Have you any comment to make as to the figures and statements made’ 
by Mr. Knight in his report? Of course, I mean just referring to your own 
company. —A. Oh yes. Well, I think that the report is a very fair statement 
of the summary of the data we supplied, and I have only one remark which 
I think might be made about it at this time; and that is on page 7, of the report 
in which comparisons are made between ‘three periods—pre-war, pre-price 
control and the price control period. These three periods andthe component 
costs are broken down into raw materials, labour; overhead and operating | 
income. What I would like to point out is that the deductions that could be 
made from these are very slight because of the extreme difficulty of averaging — 
out not only the production over a number of years but a large number of 
differing components. We have for example in this figure 50 or 60 major woven > 
and knitted fabrics; we have filament yarns; we have staple yarn and we havey 
hosiery, which is another product I have not mentioned yet. a... 


By the Vice-Chairman: 


Q. You got so far as to speak about the end pr oduct, the flakes, the filament 
the staple and the fabric; and in addition to that you have at least one other 
which I might call—I do not know whether this is right, but it is a layman’s ways 
of speaking —w hich you call a fabric fashioned into an article?—A. Yes. 

Q. And that is hosiery. There is nothing else that you make except the 
different fabrics?—A. No, we do not make any others. We have a process in 
which we take the woven fabric and cut it into ribbon. 

Q. Oh, yes—A. So that we have another saleable article in the form of 
ribbon. 

A. That is done by a special process whereby the thermonlama 
ticity, ‘the fusible nature of the yarn is made use of so that the edges of the 
fabric can be sealed with a hot cutting knife. 

_ Q. Mr. Irvine has written me a question which I was going to ask but 
perhaps it has been explained now.—A. I was going to point out that in arriving 
at these component costs there are a number of products all of which have 
different percentages of raw materials, labour, overhead, and operating income — 
in them and consequently when you ay erage not only the years but also the 
various quantities of these things you will get changes in the percentage of raw 
materials in one period which mean very little. I just wanted to point out we 
cannot get much out of this table unless we are going to take into account 
varying percentages of labour and material. roe ae 

i 


By Mr. Monet: 

Q. I understand in this particular part of your evidence, Mr. Palmer, you 
agree with the statement made by Mr. Knight on page 7, with the exception of | 
the addition which you have made this afternoon?—A. Yes. He 

Q. You say one cannot draw, shall we say a drastic conclusion, from the — 
figures which are tabled there?—A. That is really what I wanted to say. ee 

Q. But the statement is accepted by you?—A. Yes, it is perfectly in order | 
as far as we are concerned. a 3 


a 
By the Vice-Chairman: ae 

Q. Would it be right to say what we have in front of us is rather a simplifica- _ 
tion, and we have to bear that in mind when we Rents of it as being an accunaia 


| 
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representation of one kind of cost as against another kind of cost? This is a bit 
more simplified than you in the trade would offer in the interests of 100 per cent 
accuracy ?—A. Yes, I would not say it is low in accuracy but it is low in utility 
‘because of the considerable differences in the percentages of components in the 
different types of products. For example, in the last period we have a con- 
siderable increase in the sale of yarn. Yarn happens to have a very low labour 
content and a high material content, so when you compare the figures from period 
“to period you have this change in percentage of components. 
be Q. In one period there might be much more yarn used and in another period 
= might be much greater production of one of those other end products?— ~ 

A. Yes. 

Q. I presume each of those would drastically throw out of line the price 

set down for raw materials as against labour?—A. Yes, and the breakdown of 

the sales dollar. 


Mr. Monet: Now, Mr. Palmer, I would like to refer you to page 3? 


By Mr. Pinard: 

Q. Before you leave page 7, I think it is a proper time to ask a few questions 
long the lines of the evidence you have just given. When you say for the pre- 
war period labour cost you an average of 31-5, and it decreased in 1940-41 to 
28 and increased again to the first period figure of 31:5, can I assume your 
over-all labour cost remained the same for the first period as it is now?—A. No, 
our labour costs have gone up very considerably but the percentage of labour in 
a dollar of sale is approximately the same in the last period to what it was in the 

rst period, and it is 3-5 per cent more than it was in the second period. That 
means only the amount of labour that is in one dollar of sale. The various 
products have different amounts of labour in the dollar sale. 
4 Q. This is an average for your total production?—A. That is an average for 
the products that we make. 

—_ Q. Again if I refer to raw materials there was a decrease from 21-3 to 16 
_ on all your purchases for raw materials?—A. That would ‘be on all our purchases 
_of raw materials for all our products. 
—_ Q. There is also a decrease in the overhead from 24-3 to 20-1?—A. That 
is correct. 


Q. Taking those factors into consideration, I see on page 12 of Mr. Knight’s 
“report where you give figures concerning your selling prices and there are three 
items mentioned, lingerie taffeta, dress crepe, and lining, that there was an 
‘increase in the selling price?—A. That is correct. 
 Q. I am referring to schedule D8 and I see your percentage of net profit 
increased in 1947 to 15-5 per cent and I wish to have your comments as to why 
ss increased your price on those three items when your net profit has increased 


substantially? From page 1 of the report I also see that your net profit 
amounted to $3,325,000 compared to $1,972,000 in 1946. I would like to have 
| your general comments on that situation?—A. That covers a tremendous amount 
of ground. 
The Vice-CHairman: I was just going to say something there, Mr. Pinard. 
[ was going to make a comment something similar to that which the witness has 
lade himself. Counsel had a series of questions designed to arrive at the point 
at which you are coming but that will take a little time. 
_ Mr. Prnarp: I have no objection. 

The Vipp-CHAmRMAN: May we then turn it back to Mr. Monet and if the end 
sult is not the elicitation of the information you desire then you may bring out 
at information. 


Mr. Pinarp: Yes. 


| 
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Mr. TuatcHer: Could he not first answer the question aiich Mr. Pinard 
asked? 


The Vicz-CuHarrMAN: That will be one of Mr. Monet’s ee 


Mr. Tuarcuer: Mr. Pinard has a very significant point there. Costs are 
going down but prices are going up and I do not see why we could not have that 
answer now. 

Mr. Irvine: I think we had better hear Mr. Monet’s questioning first. 


By Mr. Monet: 

Q. Mr. Palmer, would you refer to page 3 of Mr. Knight’s report and I 
notice there that the percentage of operating income to sales earned by your 
company is shown as 29-8 per cent?—A. Yes, Mr. Monet. 

Q. I also see on the same page a little lower down, under the heading of 

“eighteen other companies” which I understand manufacture fabrics, the figure 
9: 5 per cent?—A. Yes. 
(Mr. Merritt took the a) 


Q. Can you explain to the committee why your company needs 29-8 per 
cent operating income to sales when the other companies apparently operate sat- 
isfactorily with less than 4 of the operating income required by your company? 
—A. There is a little problem in arithmetic involved here. When you have a 
company which operates a series of processes you will find that arithmetically 
the profit it makes on its sales dollar is greater than the amount made by two 
companies adding doing two halves of the process. I can make that clearest Mr. 
Chairman, if I give an instance in which I think we can carry the figure in our 
heads, instead of trying to go through four processes which would be a compli- 
cated arithmetical problem. If you take for instance a truck, of which one 
manufacturer makes the chassis for $500, and the second manufacturer whom we 
will call “B” makes the body which he puts on the truck chassis which he has 
purchased from “A”. “B” sells the truck for $1,000. Now if each of those two 
manufacturers make 20 per cent profit on their sales’ dollar it can be shown very 
simply that if the process was done all in one operation, paying exactly the same 
wages, making exactly the same truck, with no difference whatever except the 
accounting was done in one operation, the profit would be 30 per cent on the sales. 
dollar. I think I can show that in this fashion. $500 is the price of the chassis; 
the percentage of profit was to be 20 per cent so there is $100 of operating income 
and therefore $400 for components, materials, labour, and overhead. ‘“B” buys 
the chassis for $500 and starts off with $500 worth of material. He sells his 
product for $1,000. We said he made 20 per cent so he makes $200 profit and 
he adds $300 of extra material, extra labour, and extra overhead. You have 
two manufacturers who make 20 per cent, one making the chassis and the other 
finishing off the truck. Now if those two people were just to combine or to have 
manufactured singly the whole truck, the identical truck, the cost of the chassis” 
would be $400 to start with; it w ould be transferred to the second department at 
$400 because as we saw the doing of the body work was $300. The total cost 
which would go into that man’s account would be $400 plus $300, or $700 and he 
would make $300 profit on operating income which would amount to 30 per cent. 
So when we have integrated an industry you can take the same rate of profit on 
operating income and it will not be the same as the sum of the two. So our 30° 
per cent, shall we say, is naturally greater than in the case of somebody doing ) 
one of the processes. Is that clear, Mr. Monet? : 


By Mr. Pinard: a 

Q. It is not clear to me, anyway. If you multiply your. aeodticts you will 
finally come to the conclusion that the cost is increasing. If you produce many 
things the cost will multiply all the time?—A. No, it is not a case of producing 
many things. ; 
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_ Q. I would like you to make some conclusion from that statement in rela- 

ion to your own products?—A. I think I can make that clear if I take our 
processes. As I said we have four processes at the present time—we make our 
product in four stages. I will show what happens if we were to have a fifth 
stage. I said we buy purified cellulose—we spend about $1,000,000 for purified 
- cellulose which we buy largely from the United States. 


% By Mr. Thatcher: 
: Q. Have you an exclusive monopoly in buying that in Canada?—A. No, no, 
~ not at all. 

- Q. Anyone can buy it?—A. Anyone can buy it. That represents about 6 
per cent of our sales dollar. Assuming we were to make that ourselves, and to 
_ make 20 per cent on that process, we should make an additional operating income 
_ of 20 per cent of 6 per cent on the sales dollar or 1-2 per cent extra operating 
~ income on the sales dollar without having changed anything except the doing of 
_ one additional process. By adding another process you add to the profit and you 
_ add to the operating income. 


By Mr. Monet: 


Q. In the ease of your company, Mr. Palmer, may I refer you to schedule 
D3. For the year 1947 your operating income to sales was 32-7 per cent. If I 
tefer you to Schedule D8 for the same year, the net profit to capital was 15-5 per 
cent. Is that a correct statement?—A. Correct. 

: Q. On schedule D3 for the year 1947, operating income to sales was 32°7 
per cent?—A, Yes. 

> Q. And net profit to capital is 15 per cent—A. I would like to make a remark 
about that net profit to capital of 15 per cent. 

J Q. You are perfectly entitled to make any remark you wish. Does it not 
seem _to be very high compared to 1946 which was already higher than 1945? 
-——The figures jumped from 9-9 per cent in 1945 to 12-4 per cent in 1946, and to 
15-5 per cent in 1947?—A. It has been 12 per cent and 11 per cent, averaging 
_ around that figure for some years, and the difference in the last two years particu- 
larly is due to the fact that we financed in these last two years by the sale of 
debentures. Now debentures are not allowed by the auditors as capital employed 
_and we think it is quite sound auditing practice, but as far as we are concerned it 
is money. We built a new plant with that money so we actually have in 1947 
| nearly $10,000,000 of debentures or money which we are using and on which we are 
earning some net profit. 


Mr. Tuatcuer: It would come off the other way when you took off the bond 


The Wrrness: I am correcting for the bond interest, if we were to do that. 
_ Supposing I were to correct and add back the bond interest and were to be 
allowed debentures as capital, that figures would come somewhere near 11 per 
cent. 


4 By Mr. Monet: 
— Q. You mean the net profit to capital in 1947 would be 11 per cent, or are 
_ you speaking of 1946?—A. I think the figure for both years would be about 11 per 
cent because the last $5,000,000 of debentures was taken on in 1947. There was 
only $5,000,000 in 1946. 

 Q. But I would not think the $5,000,000 spent in 1947 would have borne any 
results as yet?—A. I think a lot of the capital that is shown here is in cash. You 
ave to have some capital—vou have to have working capital. It is not a matter 
yf 100 per cent of the capital being in buildings. 
Mr. Tuarcuer: What page are you reading from, Mr. Monet? 
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Mr. Monet: Schedule D8, net profits to capital, the last page of the report. 
_ We are discussing the net profit to capital for 1946 and 1947 with reference to 
1945. 


By Mr. Monet: 


Q. When did you issue these bonds?—A. We isstied the first $5,000,000 in the 
fall of 1944. 

. That was for the first $5,000,0002?—A. Yes. 

Q. And the second $5,000,000?—A. We issued the second $5,000,000 in 
April 1947. 

Q. Have you figured exactly what the reduction would be if you had taken 
into consideration the additional capital employed as a result of the debentures? 
Have you figured exactly what the reduction in the percentage would be for 1947? 
—A. No, I did not figure that exactly because there are quite a number of varia- 
tions in this allowing of the bond interest back in the capital. Which one 
accountant might do differently from another. I merely wanted to point out it 
would be something on the order of 11 per cent. 


By Mr. Thatcher: 


Q. Of course every company is being treated in the same way?—A. I am * 


not complaining about the accountancy. 


Q. The percentages here are calculated in the. same fashion as for other 


companies?—A. If they have not had any bonds or debentures they are not 
affected, but all I wanted to point out is that we have received that money. 
That is the way in which we did finance and if we had financed as preferred 
stock, or if tomorrow we were to change those debentures to preferred stock 
or to common stock, then that figure would be changed but actually we have not 
got greater earnings on the amount of money we have in the business. 


By Mr. Monet: 


Q. You agree the net profit to capital would still be approximately 11 per 
cent?—A. Yes I do. 

Q. What do you consider to be a fair return to capital in an industry of 
that kind?—A. I think that is about what 7 need. 

Q. 11 per cent?—A. Yes. 


By Mr. Thatcher: 


Q. Mr. Monet, just before you leave this, I am still not clear on one point. 
You say you need a per cent—TI think it was Mr. Pinard pointed it out—which 
is three times higher than the average of those other eighteen_ companies ?— A. 
Are you talking about— ; 

Q. I am talking about that operating income on page 3. You gave us an 
explanation but would not the reason for the fact you have such terrific profit 
or operating income compared with other companies be due to the fact you 
have exclusive patents?—A. I am afraid not. This is an average over twelve 
years, I think. : 


Q. But have exclusive patents for your processes; did you not say that— 


earlier?—A. I have not said it yet, but I will say so. We have some patents. 


Most of the basic patents for the production of our product have expired. 


Q. You are the only company, though, that is making this product?—A. We | 


are the only one, yes, but we cannot help that. 

Q. No, no, but is that not a fact? You ean get larger profits compared with | 
the other Se ecg due to the fact you have an exclusive product and are 
A. We are not protected and we have not 
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an exclusive product because there is nothing of which I know to stop anyone 
from manufacturing. Three people are manufacturing in England, one of which 
is British Celanese. 
_ Q. They can sell in competition with you?—A. Oh, they do. 
q Q. Is there any tariff protection given to you2—A. On yarn we have only 
_ a5 per cent tariff protection. We had tariff protection taken away from us some 
_ years ago; that is to say, it was taken off cellulose acetate. There was a differ- 
_ ence between cellulose acetate, artificial silk and viscose artificial silk. Because 
we were not selling yarn or we were not selling enough yarn to satisfy some 


_ people, it was considered we should not have the tariff protection. 
£ (At this point Mr. Maybank resumed the chair). 


d 

a 

: By Mr. Pinard: 
Q. Has your company any connection with British Celanese?—A. No, we 


have no connection except the connection that some of the members of their 
board are also members of our board. 


By Mr. Thatcher: 


- Q. No inter-shares held?—A. No, there are no inter-shares held with them. 
With the third, with which we have to deal at the same time, American Celanese, 
they do not hold any shares, either. 

- Q. You are a strictly Canadian company?—A. We are strictly a Canadian 

company owned by Canadian people, in the main. 


By Mr. Pinard: 


Q. Are you producing the same thing as British Celanese? A. We are pro- 
ducing under the same processes. 

4 By Mr. Thatcher: . 

% Q. Did they give them to you?—A. They did not give them to us, we 
_ bought them from the same concern. 

by 


| ¢ “By Mr. Pinard: 
i Q. Does that apply to American Celanese, too?—A. That applies to the 
_ American Celanese. They all bought their patents to operate. We have a friendly 


_ relationship in that we tell each other of the improvements we make and we | 
allow each other to use the patents which we take out. 


By Mr. Thatcher: 
_. Q. Is there any restriction whatever between the three companies as to 
markets?—A. No, not at all. 

Q. Last year, for instance, did the American company and the British 
company send any products into Canada?—A. The British company has been 
Sending products into Canada steadily for years and years and now we are 
_ driving them out of the market because we are selling our product below their 
price. The American company sent some yarn into Canada during the war, 


particularly, but the tariff prevents them from competing and they are short 
of yarn. 


’ 
r 


ue Fe seat 


are 


\ = By the Vice-Chairman: 
~ Q. You have adequate protection from your point of view against the 
_ Americans but not the English?—A. The English protection is all right at the 
| present time, Mr. Maybank. I am not complaining about the protection at all. 
_ Q. I did not mean to frame my question in that way. You were saying 
you had been cut out of the tariff protection with respect to the English some 
a 15206—2 
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time back and then when you later began to speak about the Americans I only 
wanted to draw from you, if it is a fact, there is a fully protective tariff against 
the United States but that is not the case with the British?—A. That is so.. 

Q. That the British can come and compete but the Americans, however, 
are debarred from competing in Canada by reason of the tariff. Is that the 
way you would have us understand it?—A. Yes, that is, I think, correct. The 
tariff is the same for viscose and for acetate from America but it is lower for 
acetate from England. 

Q. I did not mean my question to draw from you whether you were 
complaining about it or not complaining about it?—A. No, I beg your pardon. 


By Mr. Monet: 

Q. I just want to finish a few questions with regard to this 153 per cent 
and 12-4 per cent on schedule D8, and the $1,000,000 more in net profit after 
taxes in 1947 than in 1946. I understood from what you said a few minutes 
ago that, due to financing through bonds, the percentage of net profit to capital 
shown here for the year 1947 as 15-5 and for the year 1946 as 12-4, would be 
lower if it had not been financed that way; is that correct?—-A. That is correct. 

Q. But it is a fact it was financed that way?—A. It is a fact. . 

Q. And it is a fact the shareholders, for the year 1947, got 155 per cent 
for their investment; is that correct?—A. No. 


. = By Mr=Pinard: 

Q. You said you built a plant with the difference between 11 per cent 
or whatever it was and the 15-5 per cent?—A. No, I did not intend to state 
that. I said we have built a plant using the debentures which we bought. 

Q. That comes to the same thing?—A. Is that the same thing? 

The Vice-CHaAIRMAN: Just a moment; I do not want. any misunderstanding 
between you and Mr. Pinard. 


By Mr. Pinard: 

Q. I understood you to say your debentures cost you the difference between 
11-2 or whatever it was and 15:5; is that correct?—A. Well, if you allow 
the debentures as capital employed, the earnings for 1947 would have been 
approximately 11 per cent on the capital used. That is the difference which 
allowing the debentures as capital makes. 

Q. But you used that money, you said, to build another factory?—aA. Yes. 

Q. Is that the Sorel plant?—A. That is the Sorel plant and extensions 
to the other. We did buy debentures instead of issuing preferred stock because 
it was more convenient at that time. I merely point out we might change 
our minds and we might redeem the debentures and issue preferred stock. 


By Mr. Monet: . 
Q. In which case it would be 11 per cent?—A. Yes. 


By the Vice-Chairman: 

_ _ Q. You built with borrowed money instead of subscribed capital. Had 
it been subscribed capital, there would have been more capital on which it 
would be expected dividends should be paid?—A. Yes. s 
Q. Since it was borrowed capital, there was no expectation there would 

be dividends paid; it is rather a rate of interest which is the rent of the 
money ?—A. Absolutely correct. re 
Q. That is intended to point up the difference between those two figures 

for 1946 and 1947?—A. Exactly. = 


- 
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By Mr. Monet: 


Be, Q. Would you give the rate of interest for those bonds?—A. I will have 
_ to ask Mr. Allan to give that. 

- Mr. Azan: For $2,000,000 it is 24 per cent, serial debentures, and 
_ $8,000,000 of 3 per cent debentures. They are fifteen year debentures and 
they were issued April 1, 1947. 


By Mr. Thatcher: 


Q. Before you leave this column, there is one question I should like to ask. 
I am speaking of the column upon which Mr. Monct was questioning you, 
_ Mr. Palmer, schedule D8. I assume, from that per cent of net profit from 1939 
_ onwards, you paid for your complete investment. In 1939, you showed 12-6 per ~ 
cent; then 9-3 per cent and if you come down to 1947, you have a total of 
106 per cent of your investment out of your net profit. You have paid for 
your investment in those nine years. Am I correct in assuming that?— 
‘A. The nine years—? 

Q. You start there with 1989?—A. Oh, I see what you mean. 

_ _Q. If you total the column commencing with the 12-6 per cent, you will 
get about 106 per cent during the nine year period. I am asking you whether 
I would be correct in assuming that in those nine years you paid completely 
tor your investment out of profits?7—A. I do not know that that would be quite 
correct. By multiplying the earnings on the capital by the number of years, you 
will arrive at the complete investment. You will arrive at 100 per cent. I think 
you could say, in the same way, that a bond at 3 per cent pays for itself 
completely in 33 years; that would be the argument, would it not? 

___ Q. Along those lines.—A. Yes. I think-you would find you would have to 
pay for your bond and as well you would still have the debt at the end of the 
33 years. 

_ ___- Q. From 1939 to 1947 you have paid for your asset, and without interest 
charges, then, I will admit that. On top of that, you set up reserves on your 
| balance sheet of almost $8,000,000?—A. This is on top of it? 

__ Q. Out of expenses each year, you set aside your depreciation reserves and 
things of that kind?—A. Oh, depreciation reserve? 

Q. I just think that would be pretty steep?—A. I do not think go, really. 


__ The Vice-CHarrMaAN: You are into the field of opinion, there, Mr. Thatcher. 
Mr. Thatcher is under the impression that when you get your plant all depre- 
eiated and keep on making profits that that is a fairly profitable show and, 
perhaps from his point of view, too profitable a show to be allowed as a moral 
thing in the community. You do not feel his opinion in that regard is quite 
correct, but that is about where it ends. 


Mr. TuHatcuer: Could I enlarge upon that now? 


The Vicr-CHairMAn: I was just commenting. I think if you have any 
direct factual questions they would be appropriate, but let us keep to that 
because if you get off too far into the realm of philosophy—parliament does have 
to prorogue some day. 


By Mr. Thatcher: 


Q. All right, then. What we are interested in is the price of this product. 
The raw material trend has been down; the labour trend has been down; the 
werhead trend has been down and the only thing that is up in the sales dollar 
operating income, so that must be excessive. It must be what is keeping 
se prices where they are instead of permitting them to drop. It would look 
that way to me. 
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The CHArrMAN: I moult not go so far as to say that is a fair conclusion. 
I do not want to make any comment but it is a conclusion at which you have 
arrived from the evidence. 

Mr. THatcHeR: Would the witness care to say that is not right? 

The Witness: I would not say that is correct. It is definitely wrong. 


By Mr. Monet: 


Q. Would you comment on that, then, and explain your statement, Mr. 
Palmer?—A. I think we would have to take individual fabrics or our individual 
products and see what has happened, what the price changes have been. 

I tried to warn you or I stated when I started that we were going to run into 
’ difficulties if we went into making deductions from the averages of all types of 
products. 


By the Vice-Chairman: 
Q. That is when you were dealing with page 7?—A. That is what we are 
dealing with now. 
Q. When you began dealing with page 7 of these, shall I call them ratios?— 
A. Yes. 


By Mr. Monet: 


Q. Would you take one product and answer the question asked by Mr. 
Thatcher?—A. I think if we turn to D7, we will see what our sales policy has 
been with regard to the bulk of the standard range of fabrics. These fabrics 
which were selected, not by ourselves but by the auditors representing the fabrics 
in the largest volumes, show a history from January, 1942, through September, 
1947 to April, 1948. The first one of these is lingerie taffeta. 

Q. That is schedule D7 on page 1?—A. It will be seen that the materials 
in this particular fabric in cents per yard remained substantially constant. It 
will be seen under the heading labour that 12-96 cents per yard of labour became, 
in April, 1948, 23-91 cents per yard. 

Q. What would that mean? Would you explain to the members of the 
committee what that means?—A. That means we paid so much more money to 
our labour to produce one yard of fabric. 

Q. And this is a percentage of the dollar sales?—A. No, this is not a 
percentage of dollar sales, this is cents per yard. 

Mr. Tuarcuer: I am sorry, I cannot find this schedule. . 


Mr. Monet: It is D7, column 1, the last item on the page, lingerie taffeta. 


By Mr. Pinard: 


Q. You have, in all the other products, decreases in material costs?—A. I 
wiil come to those. 


The Vice-CHairMAN: You have jumped to the next page a trifle too soon. 


The Witness: These costs here represent our policy and what we have been 
doing. They are not just incidental. | 


By Mr. Monet: 


Q. Just follow that up, then, Mr. Palmer—aA. Overhead has incre 
from 0:0857 to 0:1166, from January 1, 1942, to April 1, 1948. The operating 
income was -1785 in 1942, and is “1739 as of April 1, 1948; that is to say in 
this particular case the operating income per yard has been substantially constal 
and the labour per yard has increased over 8 per cent. | 

Q. What was your increase in price?—A. To 58 cents. That represel 
an increase of 30 per cent. ie 
a 
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| 9 By The Vice-Chairman: 

Q. Does that come to mean this; that you increased your price per yard, 
= ag more money for each yard, but you did not retain quite so much of each 


penny that you got over these several years because your overhead went up 
~ and your labour cost went up, and that is where the increase in price went?— 
A. Yes. 

+ Q. That is the way of that, is it?—A. That is the way of that. 

i The Vice-CHAIRMAN: There was an increase of almost 100 per cent in cost, 
and your increase in price was, what? 


The Witness: 30 per cent. 


By Mr. Monet: 


Q. Now, I want to make this very clear, Mr. Palmer; and I think this 
is the first time we have had it quite clear, and I want to thank you for it; 
_ taking this one, there was an increase of 13 cents in lingerie taffeta from 
January 1, 1942 to April 1, 1948?—A. Yes. 

Q. And while there was an increase in selling price of 30 per cent the 
company got 17-85 operating income in 1942 and it was a little bit less in 
-1948?—A. That is correct. 
 Q. And the difference in price was caused by labour, raw materials and 
overhead?—A. Yes. 

Pe Q. Would you now proceed to the second one?—A. The second one is the 
' dress type of materials. There you will see that the materials are substantially 
' constant; labour from January 1, 1942, to April 1, 1948, increased from 
| 15 cents to 28 cents. 

The Vicr-CHAIRMAN: I suppose that is about 90 per cent, is it not? 


= The Witness: 86-5 per cent. The overhead has increased from 10-5 to 
. 


almost 15 cents; and the operating income increased from 19-24 cents to 20-10 
ents; again, substantially constant. . 


' . By Mr. Monet: 

_ Q. There has been an increase in price from January 1, 1942 to April 1, 
1948 of 19 cents; not 19, 18-5 cents?—A. 18-5 cents. 

=  . So the operating income of the company showed a difference of } of a 
| font: would that be correct?—A. That is right. 

| Q. Before we go on to the next item would you tell the committee what 
| a difference of 4 of a cent would be in net profit; or, can you give us that? 
A. Yes; + of a cent would be—about # of a cent. 

4 eal just wanted at this stage to make that clear—A. That is about the 
§ story; labour and overhead represents the increase in price. 


= QQ. Are you now talking about lining?—A,. Lining—again, the materials 
are substantially constant; labour has increased from almost 11 cents to 
9 cents; and overhead from 84+ cents to 105 cents; and operating income has ~ 
creased from 15-68 to 17-10 cents; the selling price increased from 44 cents to 
54 cents, almost 23 per cent. I might make this observation here, that is the 
line of fabrics which are in great demand. I might point out that during the 
time from 1942 to 1948, cost of material has increased very considerably 
‘indeed; by spending many millions of dollars we were able to hold our own 
and make economies to offset the increased cost of materials, but it. did cost 
us a lot of money. 


By Mr. Thatcher: 
Q. As far as yarn goes, the cost of yarn is apparently fairly constant. Your 
abour and cost of materials in that case is less?—A. In which case? 
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Q. More recently, within the last 5 years; as compared to what it was 5 
years ago?——A. Yes, I think it probably is less. 

Q. Yes—A. We have been concentrating on that.end of our business for 
some time to try to get our cost of materials down. 

Q. I see all those things, but I still do not see how you reconcile it, or how 
we are supposed to reconcile it with this page 7, of report D-3. The figures are 
completely different. As a matter of fact, I don’t just follow them. 

Mr. Irvine: How could these things be made to gibe? © 

The Witness: I presume you are referring there to volume of sales of this 
product. That is just one of our products. 

_ Mr. Pinarp: Would that justify the increase in the net profits? 

The Wirness: In dealing with the sales policy we have to deal with all the 
products. We can’t deal with an average product. We have to sell at some price. 

Mr. Tuarcuer: Let me put it this way. In this statement D-3, page 7, you 
have shown 100 cents of your sales dollar, and in making that up you include 
your labour, materials, overhead and operating income. Now, your raw materials 
is going down, your labour i is stationary, your overhead is going down; then, are 
we to assume that your labour and other cost components are the main things 

that are going up? j 
The Witness: We are sixes and sevens now, I am afraid, because we are 
dealing with two different things. This is the average period from 1936 to 
1939. We were just coming up for air in 1936; and the last column of the 
averages is the average for 5 years; so that if you are comparing this with page 
-7, you are comparing a series of years which were definitely prior to the period | 
which we have just been discussing. So, you see, we are sixes and sevens. 

The Vice-CHAIRMAN: Yes, quite. Just flowing that for a moment, Mr. 
Palmer, the figures with which we are dealing on each of these four products 
are the figures prepared by Mr. Knight; of course, they were supplied to you by 
Mr. Knight, but they were submitted to us by Mr. Knight in his report pre- 
pared at the direction of the committee; so, as a matter of fact, they come to us’ 
from Mr. Knight. That is correct, is it now? 

The Witness: That is correct. : 

The Vick-CHAIRMAN: Now then, of course, he is pointing out what it was 
on a certain date, January 1, 1942; what it was at a certain other date, Septem- 
ber, 15, 1947; and again, a ’ chosen date in 1948. But over on page 7, of Mr. 
Knight’s report he has given the number of years together. He has also grouped 
a number of dates together; and he has told what he believes is the story with 
regard to these several years and these several dates, all bunched in together. 
So the question can be one way when dealing with the approaches with which 
Mr. Palmer was dealing, and they can be put another way when they are shown 
as they are on page 7, in Mr. Knight’s statement. © 


Mr. Irvine: Are not the page 7 figures the ones in which we are most 
interested? 


The Vicr-CHatrMaAn: I do not know which we are more interested in. 4 
Mr. Irvine: I mean, they tell us a general story. r. 
The Vicn-CHairMANn: Mr. Knight submitted page 7 to us. < 

Mr. THatcHer: Page 7 shows the average. ae 


The Vicr-CHairMAN: He also submitted other aoe to us. That is his. 
summary from one point of view. 


Mr. Irvine: Looking at page 7, I think it would be impossible for us to 
reconcile that with the statements just made by Mr. Palmer. 


The Witness: Beg your pardon, I didn’t get that. 
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The Vicn-CHairMan: I think this is a correct summary of it. Mr. Irvine 
was remarking that looking at that page D-7 one would never expect from 
those figures to get a story similar to what we have on page 7? 
_- Mr. Irvine: That is right. 
The Vice-CuHarrMAN: And you agree to that, of course. 
_ The Wirness: No. This is all down in the last period. We have not gone 
back on page 7, to the pre-price control period; you see, this is more or less 
historical. To my mind, at least, it is historical, as it is a record of the com- 
_ pany’s operations from the period when we were just surviving a very bad 
depression; and, certainly the business was not as I view it in very good shape. 
Mr. Prinarp: Still I would like to know how you account for the increase in 
_net profit. What is responsible for that? Was it the increase in price or volume of 
- sales? 


4 
: The Witness: Volume of sales and greater efficiency in production. I think 
that 


# 


was the most important factor all the way through, in producing cheaper, 
particularly materials. : ft 
Mr. Pinarp: The other question I wanted to ask is this; when we see on 
schedule D-8, that your net profit for 1946 was 12-4, I would like to know why, 
when you were making that amount of profit, you took advantage of the 
opportunity of raising your prices again so as to obtain a higher net profit?- 
_I think you told us previously that 11-2 would be considered a satisfactory net 
profit by your company? 
The Wirness: But the figure of 12-4 has to be brought down a little, to 
11 cents; if we allow for the $5,000,000 of debentures that we issued we do not 
feel that that 12-4 presents a fair picture; I mean, from the business viewpoint, 
or from financial point of view either; and, consequently, we were not earning 
more on our capital than we were earning in the year 1939; nor are we earning 


3 significantly more on the average. 


le 


* By Mr. Monet: 
Ee Q. But the figures show that your earnings for 1936, were 12-°4?—A. 12-4, 


- the net. ' 

Q. And you referred to 1939, which shows you earned 12-6?—A. That is 

right; but we are not earning more than we were earning in 1939 on our capital. 
| Q. Then your net revenue on capital was approximately that figure of 12-4? 


:. 12-6. 

‘ Q. I mean in 1939 it was 12-42—A. But the 12-4, in our opinion, should be. 

_ changed to read 11. 

? Q. Well then, how do you account for the fact that while your material 
costs remained fairly constant—I would like to know why there is this increase 

| which took place mostly between 1946 and 1947 in your net profits?—A. Because 

__ of the much greater turnover and the use of much greater capital. 

_ «Q. Then would it not have been possible to leave the price at the same level 

rather than to have increased it?—A. I had to have volume and increase in 

_ Price. We increased the price in 1947. 

b Mr. Lesace: I would just like to point out, Mr. Monet, that in 1947 there — 

_ was a reduction in taxation which would account for the higher net. profit. 


ae By Mr. Monet: 

~ Q. Would it not have been possible for the company in view of the expecta- 
tion of larger production which you have just told us about, because you have 
built a larger plant through this bond financing; would it not have been possible 
for the company to at least have left the price at the same level and still get 
what I would say is a fair profit to capital employed, of 10 or 11 per cent?— 


i 


Se, eS 
Ee aes F 


3702 SPECIAL COMMITTEE 


A. I do not think so. We could not arrive at the percentage of 11 per cent if 
that had not been raised. We would not have arrived at that same figure. — 

Mr. Prnarp: You realize that you are the only company selling these 
products in Canada? 

The Wirness: I do not realize that, and we are not the only company. 

The Vick-CHairMAN: No, Mr. Pinard, that is not in accordance with the 
evidence. 

Mr. Tuatcuer: I thought you were the only company manufacturing this 
product? 

The ViczE-CHAIRMAN: You are the only company manufacturing this 
particular product, but you do have competitors? 

Mr. Irvine: And you have a protective tariff of 5 per cent against imports 
from the United States. 

The Vicr-CHaAirRMAN: There is protection against imports from the United 
States but the British product is coming in. I think that probably is the fact 
now; of course, I think you did say, did you not, that you were driving the 
British out at the moment by lower prices? 

The Witness: Oh, yes. 

The Vice-CuHairMAN: Your lower price or their higher price, whichever 
way you care to put it. 

The Witness: I do not think it matters which way you put it. . 

The Vicr-CHairMaANn: As long as you drive them out, it doesn’t matter 
which way it is expressed. 

The Witness: We are setting our prices with a view to supplying a 
maximum quantity of product, whether it is yarn or fabric, in order to arrive 
at the time when prices can come down. That is our objective. 


By Mr. Thatcher: : 

Q. When you come to 1948, or the first three months of 1948, your net 
profit gets even higher in statement No. 2, page 6—A. Are you looking at 
another picture? 

Q. I may be. This is Canadian Celanese Limited, special preliminary — 
questionnaire, statement 2, page 6—A. Yes. i 

Q. Have you got it now?—A. I have it. 

Q. Your net profit on these first three months would almost approximate 
$1,200,000. Is that not right?—A. Yes. : 

Q. On your invested capital; and that would mean that you had a net 
profit, if my figures are correct, of almost 24 per cent—A. That is for three 
months of the year. I do not know what it is going to be for the rest of the 
year. I know that we have brought in new plants which are making our 
men’s and women’s suitings—like the suit I have on; and which we are selling, — 
but which does not I am afraid really represent a fair profit in our account. — 
Up to the present time we have not yet proved entirely that we are going — 
to be able to finish this product, at least with efficiency. What I am trying | 
to say and what I want to point out is that that will be showing an abnormal — 
profit because some of the merchandise is being kept back which we may — 
have to sell at a loss. It is not good business. We have inexperienced weavers 
who are weaving bad materials. We are selling some of the product. It will | 
be offset. But apart from that we have a considerable increase in yarns and | 
staple which we are selling. Whether that will proceed throughout the whole | 
year, I do not know. I do not know that I can multiply that by four and 
arrive at Mr. Thatcher’s figure. Now, unless we are able to maintain our 
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‘and unless we sell more than we have been able to so far, we may 
take a loss on that particular part of the business. That, of course, 
affect this apparent increase in the early part of the year. You see, you 
10t just take and multiply that by four. a a 
The Vice-Cuairman: Gentlemen, before you ask any further questions, 
will recall that we were to have an executive session at 7.30 o’clock this 
evening, and it occurred to me that it would be of advantage if the committee 
were to stop a few minutes before six o’clock. And I suggest that this would 
be a convenient point at which to stop, so we will now adjourn until 7.30 o’clock. 


=‘ 


_—The committee adjourned to meet in executive session at 7.30 o’clock 
this day. : 
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rf. C. W. Palmer, Executive Vice-President, 


Canadian Celanese Limited 
Montreal, P.Q. 


’ 


Mir. A. G. Allan, Treasurer, Canadian Celanese Limited, Montreal, P.O; 
Ir. E. H. Knight, Knight & Trudel, Chartered Accountants, Montreal, P.Q. — 


- OTTAWA 
EDMOND CLOUTIER, C.M.G., B.A. 
PRINTER TO THE KING’S MOST EXCEL 


MINUTES OF PROCEEDINGS 


TuHurspay, June 17, 1948. 


- The Special Committee on Prices met at 11.30 a.m., the Vice-Chairman, Mr. 
faybank presiding. 


Members present: Messrs. Beaudoin, Fleming, Harkness, Irvine, Kuhl, 
L esage, McGregor, Maybank, McCubbin, "Merritt, Pinard, Thatcher, Winters. 


_ Mr. Fabio Monet, K.C., Counsel to the Committee, in attendance. 


3 Mr. C. W. Palmer, Executive Vice- President, and Mr. A. G. Allan, 
reasurer, Canadian Celanese Limited, Montreal, were recalled and Mr. Palmer 
was further examined. 


During proceedings, Mr. Kuhl took the Chair in the temporary absence 
f the Vice-Chairman. 


_ At 1.00 p.m. witnesses discharged and the Committee Ae until 
00 p.m. 


AFTERNOON SITTING 


The Committee resumed at 4.30 p.m., the Chairman, Hon. Mr. Martin, 
‘esiding. 


_ Members present: Messrs. Beaudry, Beaudoin, Fleming, Irvine, Kuhl,” 
Lesage, McGregor, Martin, McCubbin, Pinard, Thatcher, Winters. 


Mr. H. A. Dyde, K-C., Counsel to the Committee, in attendance. 


Sr E. H. Knight, Knight & Trudel, Chartered Accountants, Montreal, was 
called and further examined. He read into the record Report Dis being 
rt of information returned by companies primarily engaged in the manu- 
ure of woollen yarns and cloth. : 


At 6.00 p.m. witness retired and the Committee adjourned to the call of the 


R. ARSENAULT, 
Clerk of the Committee. 
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House or Commons, 
June 17, 1948. 
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The Special Committee on Prices met this day at 11 am. The Vice- 
Chairman, Mr. R. Maybank, presided. 

ed _ The Vicz-CHarrman: Gentlemen, I have a short announcement. It 
would seem quite clear that the present witness will be on the stand for the 
Boslance of this morning, and whether or not for the afternoon we cannot tell 
now, but that much, at any rate, would seem clear. Mr. Dyde will be prepared 
to go on with wool this afternoon. That does not mean it has to be done. It all 
epends on how we stand with regard to the present witness. Mr. Monet has to 
ound out the record in a number of respects by the filing of certain papers 
hat have come in pursuant. to requests, and that sort of thing. Therefore 
it would appear that the morning is set for the continuation of the celanese 
“inquiry. All right, Mr. Monet. 


Charles Wilfred Palmer, Executive Vice-President, Canadian Celanese 
simited, recalled. 


By Mr. Monet: 


Lo Q. Mr. Palmer, at the adjournment yesterday afternoon you were being 
“questioned on page 6 of statement 2 in the questionnaire the answers to which 
“were prepared by your company. I should lke you to refer to that statement 
No. 2 on page 6. It was pointed out to you then that for the first quarter of 
the year 1948, that is, for the months of January, February and March of this 
year, that the net income before provision for inventory reserves and taxes on 
“Income was $1,909,000. Is that correct?—A. That is the addition of— 
____Q. That is the addition of the three figures; that is correct?—A. I think the 
addition is correct. 

___ Q. It was also pointed out to you the profit of the company for the same 
| 

| 


period was $430,000 in round figures for the month of January, $393,000, for 
‘the month of February, and $375,000 for the month of March, for a grand total 
f $1,200,000 as the net profit for the first quarter of the year 1948. Would that 
ye correct?—A. Yes, I think the addition is correct. I have not made it, but 
[ think it is correct. 

Bs Q. Now, Mr. Palmer, I am now going to ask you a very direct question. In 
Mew of what I would call these very large profits, $1,200,000 for the first quarter 
| f the year, can you tell the members of the committee why the company felt 
that prices should be raised on April 1, 1948 which was the first day after the 
expiration of the first quarter? I understand prices were raised on April 
. Ist, is that correct?—A. Yes. 

_ Q. There was an increase in price on April 1, 1948? —A. There was. 
-— Q. Would you tell the members of the committee what percentage? Is it right 
tO say 5 per cent?—A. Oh, less than 5 per cent. 
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raise was decided upon in February. We had no figures, but we had just 
made a wage agreement with our employees which we calculated would raise 
our costs by 14 million dollars. We did not know at all how this year was 
going to work out. We raised certain prices a little bit in coformity with the 
policy of keeping the cents per yard constant on an estimated $400,000 increase, 
leaving us $850,000 or so of excess expenditure which we would have to offset. 
with economies or with profits from the increased production, from our other 
sales. We faced that situation. . 

I should also like to say that the first quarter, as I said to Mr. Thatcher 
yesterday, cannot be taken as an indication of the profits for the whole year. 
I think there is no greater mistake that any business man could make than 
to take one quarter and multiply it by four, particularly the first quarter 
in a year, to estimate your annual profit or your annual turnover. I would also 
point out that in this first quarter we sold out of inventory in finished fabrics 
an amount equal to approximately 1,000,000 yards. We might refer to the, 
inventory figures which are somewhere in this book. It is on statement 5 of 
our report. At the end of December we had 1,743,000 yards of finished fabric. 
in stock. At the end of March we had 739,000 yards of finished fabric in stock 
which means we sold something over 1,000,000 yards that we did not produce. 
Now then, if you take that 1,000,000 yeards—and I do not know what it would: 
be in dollars on the average but it must be $700,000 or $800,000—away from 
the sales for the first quarter you would very materially reduce the turnover. 
You would very materially reduce the operating income and very materially 
reduce the net profit. So that the first quarter with that factor alone would be 
reduced. We sold that inventory because the market is just crying out for 
goods and they do not want them around Christmas time. We built up a 
certain amount of inventory over Christmas. We sold it in the first quarter. 
We do it generally every year but this year was exceptional. Christmas fell on. 
Thursday. 


By the Vice-Chairman: 
Q. May I interject something at this point, perhaps not for answer now. 
It does not matter. You have been warning us not to multiply the first quarter 
by four, and I suppose most people would agree with that without very much 
argument, and yet to test the appropriateness of your warning would you be able- 
to tell us at some time how far we would have been out had we multiplied the 
first quarter by four in some other years. You do not need to do that now—A. I r 
would like to do it now. Rat | ¥ 
Q. All right, if you would do that at some appropriate time. I guess that 
amounts to the same thing as saying to you is there anything exceptional about 
this first quarter compared with other first quarters? I think perhaps that is 
another way of saying the same thing though?—A. Yes. ie 
At some appropriate time if you would let that come in— —A. I would like 
to answer it now and I do not have to keep it in my head, if you do not mind. 
Q. All right, whenever you are ready. Mr. Lesage has some questions but 
wants to leave them until Mr. Monet finishes. I will call on you then. Go ahead—_ 
A. The previous year— 


Mr. Lesace: Statement 2, page 4, your four quarters are equal. 
The Wirness: I know they are. &.. 
Mr. Irvine: ‘The hind quarters are not heavier than the front. 
The VicE-CHAIRMAN: All right. 


By Mr. Lesage: 


Q. No, 1947—A. The first quarter of 1947 I think was approximately one-— 
quarter of the total, was it not? 4 
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_ Q. Lower than that.—A. I guess I had better look at it. 

“Q. Page 4, statement 2.—A. That is not the net. 

3 Q. I was looking at the net. I think it is the same if you look at the operating 
‘income.—A. I think we will start off with the gross if you do not mind because 
we are dealing in sales. 

: Q. All right—A. I think you will find it works out just about a quarter. 
I do not think you will find it is less, but anyway the answer is Just the same 
whatever it is. 


By Mr. Thatcher: 


Q. A quarter of what?—A. Of the total. That is to say, as I understand 
Mr. Maybank’s question he says if you go back to another year and you multiply 
by four you find there was validity in the multiplication and yet I said that at 
this particular time there is not necessarily validity. 


By Mr. Lesage: 


Q. Why?—A. I am saying in this case in 1947 the months which followed 

the first quarter had in them increases in selling price throughout the time. In 

fact, we increased our selling price by permission from the Wartime Prices and 

Trade Board in 1947 on April 1, I think it was. Then we increased our selling 

price on the Ist of September, permission having been granted on the Ist of 

June. Consequently in 1947 the first quarter did not reflect any of those prices, 
and so that subsequent quarters were very much helped by increased prices. 

Q. Yes, but if you had permission from the Wartime Prices and Trade 
~Board— 

The Vice-CHAIRMAN: Wait. Your question is all right except Mr. Palmer 
was still continuing his statement. I think you were broken in upon there, 
were you? 

The Wirness: Well, yes. I say that, of course, would have a very material 
effect upon this net profit which you have pointed out might appear to justify 
the same procedure in 1948. 


By Mr. Lesage: 


Q. Mr. Palmer, there is no doubt if you obtained permission from the War- 
time Prices and Trade Board for two increases during the year it was because you 
could prove that your costs were increasing throughout all the year, was it 
~not?—A. I do not know that it was. 

~ Q. No?—A. I do not know that it was. 

€ Q. Do you contend your costs did not increase from the Ist of January, 
1947 to the 31st of December, 1947?—A. I do not think they did a great deal. 
; Q. Well they did?—A. I do not know. I would have to look that up and 
find out, but I do not see why they should. 

; Q. What arguments did you put up before the Wartime Prices and Trade 
Board to obtain these increases?—A. We did not put up and arguments. 

Q. What happened?—A. The Wartime Prices and Trade Board— 


Mr. Irvine: Gave you a handout. 


The Vice-CHAIRMAN: We are being told that the watchdog was not so good. 
Mr. Lesacre: This is the first time where I have heard you do not need any 


arguments to obtain an increase from the Wartime Prices and Trade Board. 


The Vice-CHaiRMAN: I broke in there. Go ahead. 


= 
% The Wirness: I can only tell you gentlemen what happened. I cannot tell 
you why or anything about these things. 
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By Mr. Lesage: . 


Q. What did happen?—A. The Wartime Prices and Trade Board—by whom 
they were approached, I do not know—went into this question in their own way. 
Undoubtedly costs had been going up. They had been going up and they had 
been receiving complaints. They decided that on the Ist of April an increase 
would be allowed to offset the falling profits which had taken place in 1946, 
and we were allowed to submit to the Wartime Prices and Trade Board a schedule 
of prices which were not to exceed, if my memory serves me, 15 per cent. We | 
agreed to do that and we did it and we welcomed it. 

Q. But the reason for the falling prices which you have just mentioned was 
an increase in costs?—A. |The increase in costs which had taken place through 
1942, 1943, 1944, 1945 and 1946, and had reduced our profits to the point at 
which I think a great many people thought that it was too low and dangerous. 


The Vice-Cuairman: Just to keep the record straight, Mr. Lesage, you 
used the expression “falling prices.’ You meant “falling profits.” 


Mr. Lusace: “Falling profits,” yes, of course. 


The Vice-CuHarrMan: Mr. Palmer had made reference to falling profits, and 
then in your question you used the expression “falling prices.” I know that is — 
not what you meant and you would not like the record to be that way. 

Mr. Lesage: No. Now, you obtained a second increase? 

The Wirness: We obtained a second increase. . 


By Mr. Lesage: 


Q. In September?—A. No. In June we were told that an adjustment — 
could be made with certain new fabrics, that it could now be made, and I think © 
that represented something like 5 per cent. We did not put that into effect — 
in June because we felt it was not fair to our customers to have a change in — 
the middle of their fall season. We did make a small increase on September 1. — 

Q. To cover increased costs?—A. To cover the permission that we received. Ff 

Q. You applied for the permission?—A. We did not apply for permission — 
as a company. P 

Q. Who did?—A. I do not know who did, but we did not apply. ) 

{. Surely somebody did?—A. I guess somebody did, but we did not apply. — 
I cannot tell you what somebody else did. I can only tell you what we did. | 
We welcomed it. I can tell you that. ¥ 

Q. Is there an association in the textile industry?—A. I do not think there 5 
is an association which would make any such application. There is an associa- 
tion which exchanges information. I do not know really what it does do, but — 
‘it certainly does not do that. I am pointing out these prices were allowed— : 
well, that is the answer to the question as far as I am concerned. I have - 
finished that answer to Mr. Maybank’s question, namely, that it represents — 
a permitted increase which increased over the period of 1947 the profit in the © 
succeeding months so that it made that calculation correct. The first quarter — 
did in some way represent the total, but without those increases it would not 
have represented that total. : 


By Mr. Irvine: 


Q. Having already made an increase you are perfectly free to make another 
one if you want to?—A. We certainly are perfectly free to make another one. 
Q. Therefore you can do the same thing this year?—A. We can do the e 
same this year, but may I go back after this question to where we were? 2 
Mr. Lesage: Would you go on, Mr. Monet? = 
The Vice-CHairman: I do not know whether that was what Mr. Palmer 
meant. , eS 
Mr. TuHarcuer: Before Mr. Monet goes on— 
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The Vice-CHaIRMAN: Wait a minute, gentlemen. I think what Mr. Palmer 


_was saying was he had started to answer a question I had suggested a little 


while before and then questions broke in on him. I think he was saying, “Let 
us get back to the continuation of the answer to the question which I had asked?” 


The Witness: No, I have finished your question. 


By the Vice-Chairman: 

Q. What did you mean when you said, “Let us go back to where we were”? 
—A. To Mr. Monet’s question as to why the first quarter of 1948 cannot be 
multiplied by four. 

Q. It is that to which I draw your attention and you said you would sooner 
deal with that now, and as I understand it what you are urging now is you have 
not completed the story to deal adequately with what I was asking about?— 
A. Yes. I think I have dealt with the example which you asked me to give of 
another year as to whether it could be multiplied by four in another year. 
I think I said that in the previous year, namely, 1947, the fact that the first 
quarter could be multiplied by four was influenced by the rise in prices which 
was permitted, but if that rise in prices had not been permitted then it would 
not have been correct to multiply 1947 by four. 

Q. As a matter of fact, what I asked you was a little more than that. Ii 
I may put it this way, it was to prove your own warning that we should not 
generally multiply the first quarter by four. I did not think you could answer 
it immediately in regard to all years, but I thought you might look back over 
the years generally and justify or otherwise that warning. As you say you 


have dealt with 1946, was it not?—A. 1947. 


Q. 1947 rather, and of course in that case you can get the total year by 
multiplying the first quarter by four, but you say there were special circum- 
stances in the way of price increases which were granted that made that a 
valid process?—A. Yes, sir. 

The Vice-CHamman: Now, having gone that far, it is desired to get back to 
the question asked by Mr. Monet. That is right? 

Mr. Lesace: On this question of quarters I still have one question. 

The Witness: Well, I am still on quarters. Now, in comparing these 1948 
quarters I am afraid that I should not have taken Mr. Maybank’s question in 
between, because I first of all pointed out that in the quarters of 1948—is that 
the point you want to go back to? 

Mr. Lesace: No. I would like to go back to 1946 because there were no 
increases in prices in 1946. I have before me your statement No. 2 on page 3. 
You will see there were no increases in price in 1946, and the first quarter is lower 
than the three others. In 1946, they were about equal, aren’t they? Yes, they 
are about equal in 1946. Do you see that. 

The Wrrness: You see where we have a low one in July. That is one of the 
reasons why the first quarter cannot be multiplied. We always have a low 
quarter in July. 

Mr. Lesage: There may be one exception of one month, but they seem to run 
pretty even. 

The Witness: Yes, I know. 

The Vice-CHarrMAN* Gentlemen, I have to break in here for a moment to 
remind us all that we have to allow each other an opportunity of fiinishing ques- 
tions. You are impetuous and Mr. Palmer himself is eager to answer, and 
between the impetuousity of the questioners and the eagerness of the witness we 
are liable not to get a properly connected story. 

The Wirness: Now, I think I could probably get that. In 1947, if you mul- 
tiply the first quarter by four—have you done that, Mr. Lesage? 
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Mr. Lesace: I have been reading the figures from this statement. Lets take. 
the operating income. - . Sh 

The Witness: O.K. The operating income as I see it, the first quarter, the 
operating income before inventory reserves and taxes amounts to $1,129,000. If 
you multiply that by four you get $4,500,000. Right? And if you add all the 
figures up together you get, what—$3,827,000—which is less. 

Mr. Lesace: But it is not a large difference. 

The Wirness: No, there is not a large difference in this particular case. I 
admit there is not. But you must remember that we are there operating under 
absolutely stationary conditions where we have no changes. We have nothing 
in there in the way of anticipated alterations in the market. I have been saying 
that in this particular time you cannot multiply. And I have to give you addi- 
tional reasons. In 1947, there were additional increases in price. But let us 
revert back to 1946. There is still a difference. You still would be wrong if you 
were to multiply that. In 1948, as I have already pointed out, there is an excep- 
tional sale of inventory which is a big factor. But there is one other point too, 
and that is that a portion of sales in the first quarter of 1948, was new products 
that we are making at Sorel. Now, in the making of new fabrics it happens 
always, and this particular case is no exception, it happens that you make a lot 
of bad fabric; and in the first quarter we have sold the good fabric that we have 
made and are substantially keeping all the bad fabric back because we do not 
want it to get into the market, and because’ we want to get this new suiting tried 
out this summer. But to some extent that has to be taken into the average price, 
and by keeping some material which we will have to job off probably at a loss; 
that would to some extent affect the profit picture of the first quarter. But the 
major factor I think is the first one we have talked about, inventory. Another 
one is that some of our products, all our new products are difficult to price cor- 
rectly. And I think you will find that if you were to multiply by four, even 
taking the first factor alone into account, that you would be a long way off from 
the 1947 profit on the turnover. 

Mr. Monet: I have just three or four more questions, Mr. Chairman, along 
the same line of questioning which I would like to complete and then leave the 
field to the members of the committee. 2 

The Vice-CHAIRMAN: I would like to say, however, that Mr. Thatcher has 
had one question he wanted to ask for some little time, and I think it is related 
to this same line of questioning. I certainly gave him the eye, and I think he 
should have an opportunity of going ahead. 


By Mr. Thatcher: 

Q. I will be very brief. It is on this one point, this three-month period 
about which Mr. Lesage has been asking, also Mr. Monet. Now, as a matter of 
fact last year your net profits were 15-5 per cent after taxes, and the first period, 
the first three months of this year your profits went up to a figure of 24 per cent 
after taxes; and at that particular moment you have taken the opportunity to 
raise your prices?—A. Not at that very moment, Mr. Thatcher. 

Q. And what is more, Mr. Palmer, you said that you were free to go even 
further?—A. No, I did not. 

The Vice-CHAIRMAN: No. 

Mr. THarcuer: Yes, you did. 

The Vick-CuHarrMAN: Oh, no, no. Let’s keep the record straight. The 
point was, Mr. Thatcher, and I believe you will agree if you will think back, 
Mr. Irvine said something to this effect, you are free now; and Mr. Palmer said 
yes we are free now. That is what was said. That is not quite the same as to 
say you are doing that. 
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Mr. THatcHer: Would it not look to this committee that this is one of the 
most shocking examples of a company not showing their strength in order to 
keep these prices down? There is no sense of public responsibility there because 
if every company in Canada took the view that you have been taking we 
would have uncontrolled inflation in this country and an inevitable depression. 
I do not know what your justification is for that time taking such a terrific and 
abnormal profit. 

The Witness: I think that is a most unfair statement. 

Mr. TuatcHer: Tell me where I am wrong then. Tell me why, when 
your profit was so high, you took that moment to increase your prices? 

The Wrrness: In the first place, we did not take that moment. 

Mr. Tuatcuer: ,Well, your prices increased on the Ist of April— 

The Vicr-CHAIRMAN: Let him answer the question, Mr. Thatcher. 

The Wirness: In the first place, we did not take that moment, Mr. 
Thatcher. We made this decision prior to the figures being available even for 
January. We had a wage increase, as I have stated before which was $1,250,000. 

Mr. Lesace: What date did that come into effect? 

The Wirness: Effective, I think, from the 11th of January. That would 
not come into our costs immediately; as a matter of fact, it would not come 
into our costs directly for four or five months, because of the way in which we 
make our costs. It gradually comes into our costs. The one and a quarter, 
millions of excess expenditure was a certainty unless we could make further 
economies through efficiency. The prices which were increased would represent 
$400,000. That left us with a position as we saw it of about $800,000 in which 
our costs were going to increase from this one cause alone. We had also other 
causes which we knew of; there were increased freight rates, and other things 
to which I have referred. Offsetting this was the possibility of this new venture 
that was a big thing; and the possibility of an increase in the sale of yarn. 
Both of these had big question marks in front of them, and the first one still 
has a big question mark in front of it, or behind it. We are making new 
fabrics. Technically we hope that we have made them all right. We do not 
know whether commercially it is going to be successful even now. Now, we 
face the question, or rather the implication was made, that we are responsible— 

Mr. Tuatrcuer: I think it was deliberate. 

The Witness: That word “deliberate” I would like to take objection to. 
Our fabrics are selling in this market today at lower prices than other compar- 
able fabrics. I say that—not I myself—we cannot determine the price of 
every fabric; but as soon as we were free to put on our own prices, September 
15, I personally saw our sales staff, and particularly at the time when this 
committee for securing the public was brought into being, I saw our sales staff 
personally, and I said to them that they must go to every single customer that 
we have and they must ask them—and there are about 1,500 of them— 
whether there were any cases, any instances in which our fabric prices or our 
yarn prices were acting as an umbrella, forcing prices up, comparing them to 
anything else they were buying, whether they were imports or domestic; and I 
can assure you that I know of no instance in which our prices were higher than 
competitive prices; and if I did know it we would drop the price. But I 
wanted to bring these things into line. All I am saying is that we were not 
acting to raise the standard of prices. And I can promise this committee that 
if there are any fabrics or any competitive products which are lower, so that we 
were acting as an umbrella as it were, we would drop those prices. But I 
don’t want to drop. our prices below the prices which are established too 
far anyway. 
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By Mr. Thatcher: : 

Q. But, Mr. Chairman, as an industrial leader can’t you see that you are 
bound through this policy in this postwar period of taking all you could get, 
which we can only conclude from this figure—at least, I can only conclude that 
from it—can’t you see that if that policy is followed by everyone it is bound 
to bring about inflation in this country, inflation of a kind that would be simply 
fantastic? Can’t you see that as the inevitable result of the policy you are 
following, when you are following this deliberate policy of taking two or three 
times what you have been getting before?—A. You have used two words there, 
Mr. Thatcher. The first thing you say is that it is a short sighted policy and 
you next referred to the depression. You referred to taking all the profit we 
could. I assure you we are not taking anything like the profit we could take. 

Q. You could take more than 24 per cent net?—A, We could raise the 
price of our fabrics and yarn by at least 15 per cent and we would sell every 
yard we make and we would still have every customer saying that we made 
the best goods and sold them at the cheapest prices. We have not taken 
advantage. Secondly, you say that this action will throw the country into a 
state of depression. 

Q. I said that if everyone followed that policy— —A. If everyone followed 
that policy—and that is exactly the sort of thing which is going to stop us from 
getting into a depression. 

Q. How?—A. I will go into that if you desire. 

The Vicr-CuairMaAN: Just a second. I think that question would take us 
too far afield. 

Mr. Kuutu: It is only opinionative anyway. 

The Vice-CHAIRMAN: Yes, it is getting into a general economic discussion 
and I think you had better pass that question. 

Mr. Luesacre: I thought Mr. Thatcher only had one question. 

The Wirness: Could I make a remark on it, though? 

The Vicr-CHairMAn: Yes, we want Mr. Palmer to have the opportunity 
for full disclosure and we do not want to stop you even to the extent of a certain 
amount of opinion. 

The Witness: I do not want to express any opinion. 

The Vice-CHatrMan: My interference was to prevent. getting too far afield. 
Will vou continue, Mr. Palmer? 

The Wirnsss: I think this is important and I do not like to leave it after 
it has been said that we are profiteering and that we are irresponsible and 
contributing to this situation. We are today on the flood, as it were, of high 
prices and what we call a sellers’ market. There are all sorts of economies, 
a terrific number of economies, which can be made when we come to the ebb 
tide. It is something like a swimmer swimming with the tide, when the tide 
changes backward he finds that all those factors will operate against him. 
So it is with us and unless we have given a tremendous amount of forethought 
and planning we are going to find that when the buyers’ market arrives, unless 
we have got a margin of profit to look after that we shall find that we are 
going to have to lay people off, and reduce wages because we will not be able 
to reduce prices. I want to be able to reduce prices. This is not opinion, it 
is experience. I have been through one depression with this company and it 
was a very tough time. We had the greatest difficulty, Mr. Thatcher, in 
keeping our people continuously employed and in not reducing wages because 
when you come to a depression or when you come to a buyers’ market these 
things happen. The first thing that happens is that buying stops. You have 
to wonder whether you are going to have to put something into stock. 
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By Mr. Lesage: 

Q. Where do you place the depression? Do you carry it over until 1939? 
—A. The depression carried over certainly until 1938. 

Q. So 1936 and 1937 were depression years?—A. No, 1937 was a little 
bit better. 

Q. You said 1938, and I am taking your answer?—A. In 19388 we went’ 
down, but I am saying we went through a depression. I do not think that 
statement is subject to doubt. We went through a depression from 1930 
onward. What I am trying to say is that during that period of time we had to 
try, and we succeeded in keeping people employed. 

Q. Did you have any losses?—A. Not long— 

The Vice-CHAIRMAN: I think we are perhaps interrupting the witness 
too often. 

Mr. Lesacr: The answers are so lengthy that it is impossible not to interrupt. 

Mr. Kunz: You are too impatient. 

Mr. Lesacr: No, but the answers are so lengthy that they are dissertations. 

The Vice-CHAIRMAN: You have got to remember that you have a witness 
here respecting whose business Mr. Thatcher has expressed certain opinions, 
and the witness feels that he ought to be allowed to controvert them. I think 
we all agree that he should have the opportunity, and if you stop to think, 
Mr. Thatcher, you will also agree. It is not possible usually to controvert 
that sort of thing in a very short answer. If you interject a question in that 


- fashion you take the witness away from his train of thought and you do not 
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give him an opportunity to fairly controvert the statement. There is one 
other consideration and that is that you have not saved time in the matter 
but you have added time. I would not go so far as Mr. Kuhl did to say 
that you were impatient but perhaps there is just a touch of impatience with 
which you are struggling. Please struggle a little harder. 

Mr. Lesage: May I say that when the witness is answering by lengthy 
dissertations and adds statements over statements, some of them may look 
very odd. He said during the depression, that was one example, that they 
had a very tough time. Looking at the figures I can see they made fair 
profits during the depression. 

The Vicn-CHamRMAN: That is all right. A term used by any witness can 
be subject to re-examination afterwards as to what meaning is assigned to it. 
That is the function of re-examination, to see whether the term used by a 
witness is understood by all in the same light. 

Mr. Irvine: Let us get on. 

The Vice-CHAIRMAN: I think you ought to refrain unless it is absolutely 
necessary, from breaking in on a question. You have got to be fair to a man 
who is giving evidence. Now, Mr. Palmer, I do not know whether you can pick 
up the threads of your answer but I hope you can. You have the field at the 
moment. 

The Wirness: I admit that I am talking in general statements because I 
am just trying to take an illustration only of what happened in the last— 
I will not call it depression but if you like it was the last buyers’? market— 
where I contend we were faced with a tough problem which we managed to 
solve partly because we had a new product but we had to build up staggering 
inventories. I cannot give you the figures of those inventories which we had to 
build up in order to keep our people going. Everybody surely knows it was 
very difficult to sell material. I do not say we did not succeed and we did 
succeed, but we have another period coming, or we may have another one 
coming, and all I point out is that looking at this period we have to face with 


foresight the possibility that it will be difficult to sell our goods. When we 


3716 SPECIAL COMMITTEE 


find difficulty in selling our goods we must put ourselves in the position if 


we can that we will continue to employ our labour and that we will continue to 


pay wages. It has not been usual to be able to do that. We did it before but we 
had special circumstances. I say that we have to give extreme thought, tremen- 
dous thought to this problem of trying to avoid laying off people if we did find it 
difficult to sell our product. This development at Sorel is part of that same 
foresight. All I am trying to say is that if this is coming we are going to need 
some margin of profit because we are going to have to do the following things. 

The VicE-CHAIRMAN: Well— 

Mr. Fiemine: The witness is not yet through. 

The Wirness: These things are important. We are going to have to supply 
a greater variety of fabrics. Buyers are going to say “can you not make it 
this way or that way” and I estimate our production will fall, simply because 
of complexity, by 15 per cent. That is to say our costs will go up. Secondly, 
in order to stimulate business we are going to have to do a lot of promotional 
advertising. Today we do practically nothing. That is the reason our profits 
are higher now. We do not see why we should spend money in the sellers’ 
market and we would sooner put it away so we can spend it when it matters. 
We are not spending the 1 per cent or 2 per cent which we should be spending 
on advertising because we want to spend it when it matters. The next thing 
we are going to have to do is to drop the price and to drop the price at the right 
time so that it will stimulate business, because buyers are only going to buy 
when they see you haye something to offer them. I want to be able to drop 
prices, not now but then, and then we shall be able to come through without 
putting people off on short time. You will see from Mr. Griffin’s report, that he 
anticipates that we have almost come to the point at which the market is 
supplied. JI think you will find that statement in his report. We also have 
stimulation by the government for imports and the tariffs have been taken off. 
-All those factors together are likely to make a recession by the end of this year. 
I maintain that we, as businessmen, must take that into account and that 
anything we have done in the way of raising prices has not done anything at all 
to force general prices up. That is all I have to say. 

Mr. Lesage: J have a series of questions. Is this the time? 


The Vicr-CHatrMan: I think it is only fair that you should be introduced 
to the committee now with your questions. 


Mr. Monet: Counsel will relax. 


By Mr. Lesage: 

Q. You said during the depression years you suffered tough times and yet 
I can see you made profits in all those years, and they were substantial profits? 
—A. We had tough times in selling our products. 

Q. Yes?—A. The problem was to sell our products. 

The Vice-CHAIRMAN: Wait one moment. Mr. Lesage really directed his 
attention to the fact that during that time you did make rather large profits. 
Your answer to that was hardly responsive as you said “we had tough times in 
selling our products”. 

The Wirness: We built up a large inventory, and I do not think we did 
make large profits. 

The Vicr-CuairMan: Then turn to the facts. All I want to make clear is 
_ that the two of you are at one, which was not apparent from your answer. 

Mr. Lesage: I can see from statement No. 1, page 1, that in 1936 your 
operating income to sales was 21-8 per cent. 

The Witness: Let us go back to 1930 and— 

Mr. Lesace: No— 


ee ee a 


; 
, 
# 
‘ 
: 


PRICES 3717 
The Vice-CHairMAN: Let the witness complete the sentence. I am having 
to break in a little oftener than I would like. 
Mr. Lesage: In 1937 the percentage was 21-7 and in 1938 which you des- 
cribed as a low year it was 20 per cent. Is that true? 


Mr. Kun: Could we have the figures from 1930? 


By Mr. Lesage: 

Q. I would like to have an answer to my question first?—A. Yes, our 
operating income in 1936 was 21-8 per cent. 

Q. Did you suffer any losses from 1930 to 1935 inclusive? We do not have 
those figures?—A. I am trying to find them. I see that in 1930 we could only 
pay part of our preferred dividends. 

Q. Yes, but what was the operating income?—A. I do not know whether 
we can get the operating income because these figures which are before you have 
been prepared in an entirely different manner. 

Q. What were your net profits?—A. $811,000. 

Q. Was that your worst year?—A. No, I am starting at the beginning. 

Q. Yes, but can you give the percentage to sales of the net profit for 1930?— 
A. I have not got the sales. 

Q. You have not?—A. I know that we were not able to pay our preferred 
dividends. 

Q. That is not my question; I asked what your net profits were from 1930 
onward? 

The Vicn-CHatrMAN: Just a moment. You asked what the net profits were 
and the witness said that he might not be able to give you the net profits but he 
added that he noted that they could not pay their preferred stocks. 

Mr. Lesace: With all due deference he gave me the net profit figure for 1930 
which was $811,000. Now I ask him if it was the lowest year and I did not get 


an answer. 
The Wirness: I do not know whether it was, and I am just trying to find 
the figure. 
; Mr. Lesace: If you proceed to give us the figures for 1931 and 1932 we will 
~ all know. 


The Wirness: In 1931 the net profit was $805,000; in 1932 the net profit 
was $718,000; in 1933 the net profit was $1,260,000; in 1934 the net profit was 
$1,504,000. 

Mr. Tuatcuer: Are those the figures before taxes? 

The Wirness: Those figures are after taxes. 


By Mr, Lesage: 
E Q. Those figures are after taxes?—A. In 1935 the net profit was $1,600,000. 
You have the remaining figures. 

Q. Now in answer to Mr. Thatcher’s question you said one of the reasons 
why you had to increase your price instead of reducing it was that you were 
afraid you would have to provide for a coming recession and you said it was 
because of your experience in the depression of the 1930’s which were tough 
times, that you formed that conclusion and that you had to make huge profits 
as you are now making. You will agree with me that your thesis does not hold 
= now?—A. No. 

(Mr. Kuhl took the chair.) 
Q. What would you say?—A. At that time we were introducing a new 
product. We are pioneers of artificial silk for dresses. 
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Q. That is not my question?—A. I am answering your question, Mr. Lesage, 
but I cannot answer it by just saying yes or no. Please let me answer your 
question. The difference between then and now is what you were asking for. 

Q. No, you said the reason why you did not reduce prices was because 
of your experience during the depression years and then I say that in the light 
of the profits you have just mentioned do you agree that your thesis does not hold 
any more since those profits are even higher than profits during the war years?— 
A. [The thesis does hold and I was telling you about the future. 

Q. Do not talk about the future because all your experience is based on 
the past?—A. At that time we were introducing a new product which, if it 
succeeded, would show profits and if it did not succeed there would not be 
profits. Now we went through those early years as you see, and you consider 
it was profitable but I consider that it was not. We were in pretty serious trouble 
when we were not even earning our preferred dividends at that time. Also we 
had a new product which, if it succeeded, would result in a profitable enterprise. 
We did succeed and it was a profitable enterprise. The situation is not now the 
same. 

Q. It is all right, I have had the answer to my question, do not go on. 

Mr. Fremine: The witness is entitled to finish his answer—it is not 
irrevelant. 

Mr. Lesace: I have just had the answer. He said the situation now is not 
the same as it was. 


Mr. Fiemine: Mr. Chairman, let us be fair about this. Mr. Lesage has 
asked a question of the witness and whether Mr. Lesage likes it or not— 

Mr. Lesace: The witness was going on. 

Mr. Fieminc: The witness did not complete his answer and Mr. Lesage 
breaks in and says that he has got the answer and wants it to stop there. 

The Acting CHarRMAN: Were you through, Mr. Palmer? 

The Witness: No, I was not through. Mr. Lesage is saying that it is not 
valid that we should say that the situation is different now. The products are 
being made by everybody now. The things upon which Drummondville depends 
are not new things which we can get the market for by development. They are 
products which are being made all over the world now. In the 1930’s we were 
making something new and we were able to keep our people employed by the 
technical ability to make something scmebody else did not make. Now the world 
has learned how to make these things. There is large production in Canada and 
when this depression comes, if it comes, the total amount of sales is going to fall 
and we are going to have to fall with it. What I was saying was that in the 
depression the last time we did manage to keep our people going. That is what 
I meant by a tough time—which word caused all the trouble—and I did not mean 
that it was financially tough but we had a tough time trying to find products we 
could sell along with other people who were having the greatest difficulties selling 
products they had been making. I maintain at this time when everybody is 
making the same sort of product lack of demand will affect us at Drummondville 
as much as anybody else. Unless we can come along with something new and 
with inducements, we are going to find ouselves in the difficulty of laying off 
people. I have finished my answer. 


By Mr. Lesage: 


@. You said you could not reduce your price and that you even had to bring 
it up on the Ist of April because you had to make reserves and on account of the 
fact your cost will go up. As part of those additional costs you mention advertis- 
ing. You say that you do not have to do any advertising at this time and that 
is reducing your cost. Did you ever think of letting the people, the consumers, 
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have the benefit by reducing your prices?—A. If the consumers benefited by the 
reduced price we should not have the money ready for making the expenditures 
afterwards. We are putting a certain amount of the money back so that we can 
do advertising in the future. You cannot do it both ways, can you? 

Q. You can take your profits at that time and spend part of your operating 
income at that time to advertise?—A. At that time we are going to have to drop 
our prices. ? 

Q. Did you drop your price during the depression? 
prices? I will say that we did. 

Q. And you still made higher profits than you did during the war?—A. We 
were making new things, which, incidentally, Mr. Lesage, is just what we are 
trying to do at Sorel. It is part of the same business but it may fail. I do not 
know whether it is going to succeed; do you not see? 

Q. I will come back to your first answer. If I am correct you said your new 
scale of wages came into effect at the beginning of January, is that right?—A. I 
beg your parden? 

Q. You said your new scale of wages came into effect— —A. Yes, it started on 
the 11th of January. I think the negotiations finished on the 22nd of January. 

Q. Was it retroactive?—A. It was retroactive to the 11th. 

Q. So the figures we have here as profit for January, February, and March, 
on page 6 do take into account this increase in wages?—A. Those figures will 
include a part of the increase. 

Q. At what time in the following month do you get the figures for the pre- 
ceeding month?—A. About the end cf the following month. 

Q. Would you give us the figures then for April 1948?—A. I do not think I 
have them. 

Q. You had them at the end of May?—A. I have not got them with me. 
~  Q. You were the executive officer of the company?—A. Yes. 

Q. What were they?—A. I do not know. 

- Q. Mr. Palmer, please, you are the executive officer of the Canadian 
Celanese Company and you want to tel! me that having looked at the figures fu~ 

April 1948 you cannot give me an approximate figure as to what the operatiag 

“income——A. You did not ask me what the approximate figures were. You asked 
‘me for the figure. 

; Q. Do not split hairs—A. I am not splitting hairs. 

Mr. Fiemine: Now, let us be fair. Mr. Lesage first asked for the figures 
and the witness says he has not got them. Mr. Lesage next goes on to ask about 
approximate figures and I think the remark about splitting hairs is unfair. 
Mr. McGrecor: What figures was Mr. Palmer asked to bring? 

Mr. Monet: He was asked to bring figures for a certain period. 


A. Oh, did we drop our 


Fa 
By Mr. Lesage: 
Q. If you can give me approximate figures I would like to have them?—A. 


TI cannot give you the figures but I can give you an approximation of what they 
were. I do not think the April figures were very different from January, Febru- 


ary and March figures. 
Q. The figure would be somewhere between $600,000 and $700,000?—A. 
What date are we at now? 
= Q. The 17th of June. 
_ Mr. Fieminc: Nine days before prorogation. 
hs The Wirness: The figures are much the same. 


: By Mr. Lesage: 
Q. They would be between $600,000 and $700,000?—-A. Yes, that is true 
15316—2 ; 
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Q. Would you know by now the figures for May?—A. No, I do not think 
we have the figures for May. We have spent so much time on this inquiry that 
we are really a little behind. I have been here a little over a week now. 

Q. You cannot give me approximate figures for May?—A. No, I cannot. 

Mr. TuatcHer: What was that April figure? : 

The Witness: It was about the same. 

Mr. Lresace: Between $600,000 and $700,000. 

The Wrrness: The April figure is about the same as the figure for January, 
February, and March. 

Mr. Tuarcuer: It would be bigger, would it not? 

Mr. Lesace: Between $600,000 and $700,000? 

Mr: THatcHer: January was $430,000? 

Mr. Lesage: I am talking about operating income. 

Mr. THatcHer: Oh. 

The Wirness: There would not be a great deal of difference. 


By Mr. Thatcher: 


Q. Now, Mr. Palmer, as executive officer of that company when you had 
those figures for April even after this increase in wages, did you not think that 
since your operating income was about the same in the first month of the second 
quarter as it was in the first quarter you could have reduced your prices to the 
consumer?—A. No, I do not think so. We have not done so and I do not 
think we should do so. I do not think it would have any effect on the price to 
the ultimate consumer. ; 

Q. That, I think, is a question that can be decided elsewhere. It is a 
matter of opinion. Did you not think of reducing the prices to your cus- 
tomers?—A. We thought of it, and decided against it. 

Q. You decided against it?—A. Yes, because we were selling under the 
market anyway and because we could use the money to very good effect. 

Q. Mr. Palmer, you are the head of a large industry, are-you not?—A. I 
am not the head. 3 

Q. Well, you are the executive officer of a large industry, are you not?—A, 
I am, yes. 

Q. I presume that you are in favour of free enterprise, and that you think 
it is the best way to secure the common good of the people of the country. I 
am of that opinion, Do you agree with me?—A. Yes. _ 

Q. Do you not think that we are putting our system of free enterprise in 
very great danger if you and other companies like yours go on taking one-third 
profit on their sales?—A. No. Ase 

Q. Have you not seen enough examples in other countries, and even in 
our own country, of the danger of socialism so that you would be led to follow 
another line of conduct? : 

Mr. TuarcHer: Have you not been watching the by-elections? 


Mr. Lesage: I am not being funny about it. It is a dangerous thing if 
companies like this company go on taking such huge benefits and not letting the 
consumer benefit. 


Mr. TuatcHer: That is what we have been telling you. I am glad you 


,: 


have come to that conclusion. , 


The Actinc CHAIRMAN: Can you answer that question? s 
‘Mr. Lesage: It is very dangerous. I would not like my country to have 
the same low standard of living we have seen in socialist countries. Here you 
are, one of the men who could prevent it, and you are doing nothing about it. 
Do you not feel you are responsible for a lot of things that happen? ‘< 
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_._ The Wirness: No, I do not think that will have any effect whatsoever. 
I think that the fact that we are making products which are selling cheaper and 
are as good or better is the fact that will really influence the public, that they 
“will see what you call free enterprise is producing new things and better things 
cheaper than anyone else. 
> Mr. Lesage: As one of your friends, and one who thinks like you but one 
who is nearer the people I can tell you that your approach is wrong. 

Mr. Fiemine: I thought we were having questions at this stage and not 
Statements. ' 
. Mr. Lesage: I think it is a very important thing that industry in this 
country understands that it has— 


Mr. FLemine: Wel! now— 
Mr. Lusace: I am answering you, Mr. Fleming. 


Mr. Fiemine: Let me make my remark first, will you? It is an important 
thing to have questions at question time and speeches or statements at speeches 
and statement time. It is one thing to proceed with questioning the witness and- 
‘another thing, when he either has or has not answered, to start to declaim and 
‘make speeches. There will be plenty of opportunity, I hope, if we ever get to 
‘the House for all speeches to be made on the subject, but we are now having 
‘questions and answers. 

Mr. Lesage: Yes, but the witness will not be here then. 


_ _ The Actinc Cuarrman: I do think Mr. Lesage’s question tended to induce 
‘opinionative evidence. I think it is a little outside the bounds of questions 
‘that should be asked. I am of the opinion it should be confined more to 
‘questions of fact rather than opinion. 

© Myr. Fremine: That is not the point I made. I am not objecting to ques- 
‘tions. I am objecting to declamatory speeches. Let us have questions. That 
‘is what we are here for. 


é (Mr. R. Maybank, Vice-Chairman, resumed the chair.) 


: By Mr. McGregor: 

i -Q. I should like to ask the witness one question. If you take the rise in 
price that we have been talking about how much money would that mean on 
‘the cost of a suit of clothes?—A. Well, it would not be a suit of clothes. It 
would be a woman’s dress. That is the best instance. ; 
-  Q. Something like that—A. The rise in price was 24 cents per yard. There 
‘are approximately three yards to a dress, so that the rise in price would be 74 
eents per dress which would sell in the retail stores at probably $15. 

~  Q. Seven and a half cents on $15?—A, Seven and a half cents on $15, if it 
ever got there. 

_  Q. Then I wonder does anyone think if that price had been left the Way it was 
* 73 cents that you are getting would have made any difference to the price of 
t e dress?—A. I am sure it would not have made any difference, that it would 
never have got to the customer. 


_ Mr. Tuarcuer: If every company takes that attitude we will never get 
prices decreased. It is the accumulation of all companies which are causing the 
increases. 


= Mr. McGrecor: Maybe we should start on some of the people who handle 
fiiese things after they leave the factory? 


_ Mr. Tuarcuer: Maybe we should. 


M. Lesace: We have something here which is quite important. 


Mr. McGrecor: It means 74 cents on a dress. 
-15316—25 
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The Vick-CHAIRMAN: Let us stop that which is purely digenesiors Has any- 
body else got a question? eye 


By Mr. Lesage: 

Q. When you answered 74 cents on a dress you did not take into account the 
fact that the profits of the intermediaries are based on a percentage of cost, 
so that the 74 cents would be multiplied?—A. Oh, by two, I should think, at 
least. It might be 15 cents when you multiplied it. 

Q. It might come to $1?—A. If it came to $1 there is something very 
funny about it. 

Q. Well, I would not like to say anything about the clothing industry, but 
there is something funny there. 


By Mr. Pinard: 

Q. Why do you say it would not reach the consumer?—A, Because we are 

selling below the market, and in the consultations we have had and the contacts 
_we have had with our customers we find that a great deal—perhaps I should 
not say a great deal because it is difficult to arrive at figures here—of this 
merchandise when it is selling below the market is resold and resold. There are 
people who take their quotas but they do not make jt up. They resell it te 
somebody else. There is a grey or second hand market and as soon as you are 
selling below the market on competitive goods you will always induce this sort 
of resale. 


By the Vice-Chairman: 


Q. We had witnesses in an entirely different commodity, butter, who said 
that if they cut their price 10 cents below what most people were charging it 
would only have resulted in people buying it from them and then getting that 
10 cents themselves. I presume that is the sort of thing to which you are now 
directing our attention in case you cut your prices further. Is that the sort of 
thing you have in mind?—A. Yes. 

Q. You spoke of a grey market?—A. Yes, that is what I mean. 


By Mr. Lesage: 


- Q. On that point do I understand you are taking the higher price because 
you believe that the intermediaries will absorb the. reduction if you make one{ 
-__A. That is not why they are doing it. 

Q. Pardon?—A. That is not why they are doing it. 


The Vicg-CHairMAN: The witness did not say that was why, but he dic 
point out that could, and I think he would have said would occur. 


Mr. Lesage: Would occur. 


By the Vice-Chairman: 


Q. I think you would go that far to say that ? You said that could occur, bu 
it would oceur?—A. Very likely. 


By Mr. Lesage: 


Q. If all the intermediaries who come after you follow the same reasoning 
where do we go? 


Mr. Kuuu: May I ask a question? . 
The Vicr-CHarrMan: There is a question. That is a question. | 
Mr. Kunu: I think that is a question which induces an opinionative answer 


The Viczr-CHairMaNn: It may be that cannot be answered very well, but ye 
broke in at the moment he had just put the question mark after his last word. | 


Mr. Kunu: I did not think Mr. Palmer was going to answer. 


5 


: 
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By the Vice-Chairman: 
- QQ. Are you able to answer that?—A. I do not know where we go if that 
happens. I do not know where we go. 
Mr. Lesace: Inflation. 


- 


By Mr. Kuhl: ) 


__ Q. I was going to ask my old question of Mr. Palmer. Would it make any 
difference to the selling price of your commodities if you were not obliged to pay 
any dominion taxation? Could you reduce your prices on your commodities?—A. 
Oh, you bet we could, yes, sir. 

Q. You could not suggest by what percentage? 

The Vice-CuairMan: I suppose it would be at least equal to all the taxes 
you pay. Would it not be equal to at least all the taxes he pays? 


By Mr. Kuhl: 

Q. I am just interested in knowing about what percentage of the selling price 
that would be—A. The whole thing would become so very complicated if we 
did not have any taxes. The government then would not have any income. 

Q. That is not your concern, and all I am trying to get at is the proportion 
of your selling price or your cost that is represented by dominion taxation?—A. 
Oh, well, I think I could give that. 

_ The Vice-Cuarrman: You can indicate, could you not, what proportion of 
your price is made up by tax of one kind and another? 

_ The Witness: 14:6 per cent of sales is direct income tax. 

_ Mr. Kuuu: That does not represent all the dominion taxation. 

The Vick-CHatrMAN: I should not think so. 

__ Mtr. Lusace: If it is true there is no doubt the profit is a huge part of the 
sales. 

_ The Wirness: That is only income tax. 

_ Mr. Kuut: Would 25 per cent be too high for the over-all dominion tax- 
ition? 

The Witness: I do not know. 


_ Mr. Fremina: May I suggest that it is 1 o’eclock and if the witness will be 
soming back at 4 o’clock he might give consideration to the question and give a 
sonclusive answer at that time. 


The Vicr-CHairMaNn: I wonder if there is much practicality to that. 
_ Mr. Kuut: There is from my point of view. 


The Vick-CHaiRMAN: What I am getting at is every person will agree that 
axes have something to do with prices. I think everybody will agree there is 
10 likelihood either of the taxes being struck off. 


Mr. Kuunu: That again is a matter of opinion. 


_ The Vicr-CuHartrMAn: I realize that we could easily get all the money we 
Vant in a different way without taxes. 


_ Mr. Fiemine: Let us have the answer anyway. 

‘ Mr. Lesage: Is the witness coming back at 4 o’clock? 
_ The Vice-CHarrmMan: I am afraid it will be necessary if we are ending with 
«question. Perhaps if that question could be answered now the witness could 
de discharged. 
Mr. Friemine: If that is the only point that remains probably the witness 
ald give the answer right now. 
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The Vicr-CHarrMan: If he can not give the answer. at the moment perhaps 
the answer could be turned in to the committee. That is all you want, is it Mr. 
Kuhl? . . : . 

Mr, Kuuu: I will not insist on it but if the answer could be turned in to the 
committee so much the better. 


Mr. Monet: Should I file these documents now or would you rather that 
I would come back this afternoon and file them before we start with wool? 

The Vicr-CHarrMAN: I think the record had better be completed this 
afternoon. | 

Mr. Bravuporn: With respect to this taxation question could the answer be 
broken down to show provincial, and municipal taxes as well as dominion taxes? 

The Vick-Cuamrman: I suppose the witness might just as well show how 
much he could reduce prices if he did not pay taxes at all. 

Mr. Fiemine: If you are going to turn the information in to the committee 
will you give the three kinds of taxes separately? I am interested in knowing 
what proportion of your selling price is represented by dominion taxation. 

The Wirness: Very well. 

The Vick-CuamMan: The meeting is adjourned. ; 

The meeting adjourned to meet this afternoon at 4.00 p.m. 


AFTERNOON SESSION 


The committee resumed at 4.30 p.m. The Chairman, Hon. Paul Martin, 
presided. / 
The Cuamman: Order, gentlemen. All right, Mr. Dyde. P 


E. H. Knight, Trudel & Company, Quebec, P.Q., recalled: | 


Mr. Dype: Mr. Chairman, with regard to the examination into wool, it will” 
follow the same pattern as the previous examinations; I will ask Mr. Knight to_ 
read the report. Before Mr. Knight proceeds, Mr. Chairman, I would like to 
say this. The recommendation which was approved by the committee on the 
28rd of March included manufacturers of woollen products, all the companies 
reporting to the Dominion Bureau of Statistics. These were not all circularized — 
because we found that quite a number of them were manufacturers of yarn only.” 
Our circulars were sent to the three principal manufacturers of woollen products, 
and as well to some 51 companies indicated as comprising the industry. 
Among those firms, of course, were a number of manufacturers who produce both — 
yarn and cloth, but we had to include some manufacturers of yarn because they 
also manufacture cloth, and that is the thing in which we are particularly inter-_ 
ested at the moment. a ge 

Now, Mr. Knight, will you read your report? — 

The Witness: $ 
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ans Report “C” 

Special Committee on Prices, 

- House of Commons, , , 

_ Ottawa, Canada. 

4 Gentlemen,—This report deals with the wool group of the primary textile 

“industry of Canada. Except where otherwise stated, this report has been 

_ prepared from information shown on questionnaires submitted by companies 

a ate main business has been reported as the manufacture of woollen yarns and 

— cloth. 

Attached to this report and forming part thereof are the following schedules: 

Schedule C1:—Summary of annual sales and operating income (wool group) 
for the twelve years from 1936 to 1947 inclusive. 

Schedule C2:—Annual sales and operating income of three special companies 

(wool group) for the twelve years from 1936 to 1947 inclusive. 

Schedule C3:—Annual sales and operating income of 51 other companies 
(wool group) for the twelve years from 1936 to 1947 inclusive. 

Schedule C4:—Analysis of operations on a sales dollar basis for the three’ 
special companies (wool group) for the periods indicated. 

Schedule C5:—Quarterly sales of all reporting companies (wool group) for 
the twenty-seven months from January 1946 to March 1948 inclusive. 

Schedule C6:—Finished goods inventories (wool group) expressed in terms 
of quantities, for the periods indicated. 7 

Schedule C7:—Unit selling prices and components of cost, of articles 
reported by the three special companies (wool group) as at the dates 
indicated. 

Schedule C8:—Capital employed and earnings of the three special companies 
(wool group) from 1936 to 1947 inclusive. 


These schedules are submitted in the same sequence as the information 
contained in this report. 
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This schedule shows total sales, operating income and the percentage of 
operating income to sales for the twelve years from 1936 to 1947 inclusive, for 
all reporting companies in the wool group. 


ees ache Lid 


By Mr. Dyde: 
Q. And you are using operating income and giving the same definition as 
you have applied to it previously in the course of this investigation; is that 


correct?—A. That is correct, sir. 
Figures shown as “operating income” throughout this report represent net 


income before deducting: 
(a) taxes on income 
(b) interest on borrowed money and other financial charges 
‘ (c) inventory reserves = 
(d) depreciation set up in the companies’ books in excess of the amounts 
allowed by income tax authorities 


and : 
: excludes investment income and profits or losses on disposal of invest- 


ments and fixed assets. _ 


Schedule C1 shows that the average annual sales for the twelve year period, 
of all reporting companies in the wool group, amounted to $43,445,000.00, the 
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corresponding operating income of $4,286,000.00, being 9-9 per cent of the sales 
figure. 

Operations of these companies during the twelve years under review have 
been affected by the following events: Sap Rie 

(a) The relative depression of the years 1936 to 1939 inclusive, which some 
companies claim, caused their operations to fall below normal; 

(b) The first two war years 1940 and 1941, during which the companies, 
in addition to their civilian business, undertook military contracts 
which resulted in increased operations; ’ 

(c) The years 1942 to 1946 inclusive, during which the industry was 
subjected to price ceilings imposed by Wartime Prices and Trade 
Board, and operated under various subsidy arrangements; 

(d) The year 1947, during which price ceilings were removed. 

The table detailed on the following page shows the average sales, operating 
income and percentage of operating income to sales for each of the four periods 
detailed above: 

Percentage of 


operating 

Operating income™* to. 
Total sales income* sales 

(thousands of dollars) 

Average for the pre-war years 1936/39 ......... $24,307 $1,559 6-4% 
Average for the pre-control years 1940/41 ..... 43,642 5,797 13-35% 
Average for the control years 1942/46 ......... 54,426 5.209 9-6% 
PoOscecomerolumoarn LO4g) ok Ne aie a al 64,703 7,552 11-7% 


*As defined above. 


The figures above show that the percentage of operating income to sales 
dropped from an average of 13-3 per cent to 9-6 per cent following the imposition 
of price controls, and increased to 11-7 per cent, the year during which controls 
were removed. 

The reporting companies whose annual sales and operating income appear in 
consolidated form on schedule C1 consist of 

(a) 3 special companies, being, 

Dominion Woollens & Worsteds, Limited 

Paton Manufacturing Company Limited 

Ayers Limited 

and 
(b) 51 other companies, detailed by name and location on the lists 

submitted with report “A”, being, . 

Those companies which reported their main business as being the 
manufacture of woollen yarn and cloth. 


Schedules C2 and C3 give details of the annual sales and operating income 
of each of these groups respectively. The totals for twelve years under review 
shown on these two schedules have been summarized as follows: 


Percentage of 


; operating 
Operating income* to 
Total sales income* sales 
; : (thousands of dollars) 
Three special companies reported on schedule C2 
Dominion Woollens & Worsteds, Limited .. $ 59,526 $ 5,246 ° 8-8% 
Paton Manufacturing Company Limited ... 32,019 4,117 12-9% 
AN AGieeyy Dine it ects URE ee Sete, Bein on ey a Ace 37,080 6,046 16-3% 
Fifty-one other companies reported on schedule ; 
RO emiaproi ets al hes. cic sia cnher thee, Ot 392,719 36,021 9-2% 
Dotalwasiper schedule GU oii eevee aed oe eon $521,344 $51,430 


*As defined above. 
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- ScHEDULE C2. 


This schedule shows annual sales, operating income and the percentage of 
- operating income to sales from 1936 to 1947 inclusive, for each of the three 
special companies, namely: 

Dominion Woollens & Worsteds, Limited 

Paton Manufacturing Company Limited 

Ayers Limited 


: The follwoing table shows the averages of annual sales, operating income 
and percentage of operating income to sales, for each of the four periods defined 
under Schedule C1, for the three special companies together: 


Percentage of 
operating 


Oeeraaee income* to 
| Total sales ncome* sales 
| , (thouseas of dollars) 
Mepewre-war: period) 936/89 void cleels wave sAlaie.s & $ 6,668 $ 533 8-0% 
= Pre-control period; 1940/41 2.0. cc. cc ene eee eee 11.796 Ae 18-8% 
Rontrol period? 1942/46 xix. .37 vessaps Movies ow <li 12,763 1,400 11-0% 
Rost-comtrolimeriod: 1947 sa)..cec sce os cube Secs 14.546 1,842 12-7% 
Biv eraces forthe twelve years ....5..0.ies.-00-. $ 10,719 $A 284 12-0% 


4 *As defined under Schedule Cl. 


| Mr. Firemine: The year 1947 is described as a post control period; what 
date did controls come off? I thought they were taken off woollens on 

_ December 15, 1947, the same as the others. 

Mr. pie No, the date was March 31, 1947. 

Mr. Fuemine: Are these calendar years or fiscal years? 

Mr. Dypr: These are fiscal years ending in these calendar years. 

Mr. Fiemine: You have called it a post control period; it is a period 

~ during which some months were under control and some were not? 

a The Witness: We have done that, Mr. Fleming, because more of the year 
was post control than control. 

; Mr. Fremine: But it is not all post control? 

‘ The Witness: No, that is true, it is not all post control. 

4 Mr. Dype: With the variations in all the fiscal years it was very difficult 

’ to come to the exact date for basing the comparison. This Mr. Knight thought 

was probably the best comparison of material. I think that is as well as you 

can get it. 

This table reflects the variation in the percentage of operating income to 
~ sales during each of the four periods previously defined. The percentages fluctu- 
2 ate from 8-0 per cent in the pre-war period to 18-8 per cent in the pre-control 
KA period and then down to approximately 11 per cent from the date price ceilings 
_ became effective. 

_ The figures shown on the above table have been reported, on schedule C2 
~ attached, on an annual basis for each of the three companies. 
; In comparing the figures of one company with another, consideration 
should be given to the ‘fact that, whereas the fiscal year of ‘Ayers Limited 
L coincides with the calendar year, Paton Manufacturing Company Limited 
terminate their fiscal period on April 30. The first annual figures reported 
% by Dominion Woollens & Worsteds, Limited, were for the twelve months ended 
_ June 30, 1936; the second period coy ered the eighteen months ended December 
31, 1937. From this date, the company’s fiscal period coincides with the calendar 
year. For the purposes of this report, the figures reported by Dominion 
Woollens & Worsteds, Limited, in 1936 and 1937 have been pro-rated on a 
calendar year basis. 


| 
| 
I 
| 
| 
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SCHEDULE C3 


This schedule shows annual sales, operating income and the percentage of 
operating income to sales from 1936 to 1947 inclusive for the 51 other reporting 
companies. 


The following table shows, for each of the four periods defined under 
schedule C1, the averages of annual sales, operating income and percentage of 
operating income to sales of the 51 other reporting companies. The percentage 
of operating income to sales of the three special companies reported on schedule. 
2 is shown for comparative purposes on this table. 


: 3 special 
51 other companies / companies 
Percentage of Percentage of 

i : operating operating 

Operating -. income* to income* to 
Total sales inecome* sales sales 

; : (thousands of dollars) 

Pre-war period, 1936/39 ....... $ 17,639 * $ 1,026 5-8% 8-0% 
Pre-control period, 1940/41 .... 31,847 3.580 11-2% 18-8% 
Control period, 1942/46 ....... 41,662 3,809 9-1% 11-0% 
Post-control period, 1947 ...... DO LY 5,710 11-4% 12-7% 
Averages for the twelve years .. $ 32,727 $ 3,002 9-2% 12-0% 


*As defined under Schedule Cl. 


This table indicates that the periodical percentages of operating income to- 
sales of the 51 other companies have been lower and have fluctuated less than: 
the corresponding percentages of the three special companies. 


The average annual sales for the twelve years under review reported by 
the 51 other companies are shown on the above table at $32,727,000, compared’ 
with the average of $10,719,000 shown under schedule C2 for the three special 
companies. 


SCHEDULE C4 : 


This schedule shows the components of cost and operating income for each 
of the three special companies, on a sales dollar basis for the twelve years under: 


review. 


The following table has been prepared from these figures and shows the: 
twelve-year average for the three companies: 
ANGW OM ALeT ale WOOL, tated hine joes teas tele eRe aed 40.3 cents 
Ramaumaberiale—opheria. aetd ne cols aemee oka aod nee tia ene A ale Seu > 
He OUIY Vale nets eka ndn es hn An aan ee epee ere ete Seta eee ace Doe 
Overhion deat te ete cap ua a etal ye heme Pine Pon ane oat aa Ment amas) 163 aS . 

Operating income (as defined under schedule (Cl) ............ eine oe 

SalesiDollar’ exces pce oe ohio eee ere aa . $1.00 


This twelve year average of the components of the sales dollar has been: — 
divided by periods previously established in this report, and appears as follows: 


Pre-War ' Pre-Control Control Post-Control 
Period Period Period Period 
1936/39 » 1940/41 1942/46 1947 
Raw materials—wool ........ 39. 3¢ 40 .4e 42.0¢ By: 33..9¢e 
Raw materials—other ......... 8 .2c 7.1e 8.4¢ 9.4¢ 
BEY © Sv ge roadie 3 ae a ee 24 .5¢ 18 .3¢ 23.4¢ 2 Deas 
Oncenlenid ase Al ee tN ee 20 .0¢ 15 .4e 15.2¢e 16.5¢ 
Operating income (as. defined : 
under schedule Cl)........ ‘ 8.0e¢ 18.8¢ 11.0e 12.7e 


Saleste Dolla wes ss el cee $1.00 $1.00 $1.00 $1.00 
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q . As ae prices have increased in each of the succeeding periods which 
have been compared above on a sales dollar basis, due consideration must be 
a given to the decreasing quantity of goods represented by the sales dollar. 


a ‘The operating income content of the sales dollar has also been compared 
4 on the following table with the corresponding share of labour and overhead: 


m Pre-War Pre-Control Control Post-Control 
i Period Period Period Period 5 
[ 4 1936/39 1940/41 1942/46 1947 r 
me Operate rincome ©..0. 4 tet. ' 8.0¢ 18.8¢ 11.0¢ 12:7e 
d Labour and overhead combined 44 5e¢ 33.7¢ 38.6¢ 44.0¢ 
Percentage of operating income 

to labour and overhead.... 18.0% 55.8% 28.5% 28.9% 

; Mr. TuHarcuer: Mr. Chairman, I do not understand that title. What does. 


that labour and overhead signify, again? 


The Witness: Apart from the raw material in the product it shows the 

additonal expense that has been added to the raw material itseu. You start off 

- with the raw material in a certain form, you see, and then you add certain 

things to it which involves an expenditure for labour and overhead; and, having 

added these things to it it then comes out of the selling price, and it gives you 
- an operating income of so much. 


Figures shown on schedule C4 vary from one company to another for 
_ reasons peculiar to each company. 


SCHEDULE C5 


This schedule shows quarterly sales of all reporting companies in the wool 
group for the twenty-seven months from January 1, 1946 to March 31, 1948 
inclusive. The total sales by quarters for the three special companies have been 
shown in comparative form with the fifty-one other companies on the following. 
table: 


Three Special Fifty-one Other 

4 Companies Companies 

q . (Thousands of Dollars) 

: pare, mien ons ce geeks vs bbe need ok $2,883, $10,682, 

y TUG SAUAEEL CLE Soren = oa eevee he oie Fmca SLO 11,719, 

F StS Pe ONO Fo) ng a IEE edt cl Pas Oa re ER RO 2,675, 11,363, 

i SUDBr Ned ig ce coe ete we oad adap hg 3,163, 11,889, 

‘ i ra its) Sep ape RE Re Ye Ne Reo 3,459, 12,415, 

- VCS ag oo ML on pea ae ape Year PRA ete 3,312, 13,440, 

4 SHI RGMAUCE Es ee cee eh an PS oe Ee 3,767, 11,990, 

. ALE CPS TCOT A. tai ne et tacs iat ol cate eae See 4,387, 14,081, 
1948—Ist quarter ......4....05. Pine vhat 4,524, - 14,469, 

. The figures shown on this table indicate the trend of the sales figures 
_ reported for the twenty-seven month period. 

p . *. . r 3 . * j 
4 Of the three special companies, Dominion Woollens & Worsteds, Limited 
7 . . . . . . 
and Paton Manufacturing Company Limited have supplied operating income. 


figures on an interim basis. Of the fifty-one other companies, only six have 
been able to supply similar information. The following table has been prepared 
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from this information and shows in comparative form the percentage of 
operating income to sales for each of the two special companies and for the six 


other companies combined: / 
Dominion Paton 
Woollens ‘Manufacturing 
and Worsteds Company Six Other 
Limited Limited Companies 
Percentages of operating income” to 
sales, as follows per cent per cent per cent 
ACTS bh -QUaGUCE Sas. «0 dais ou Pane 10'- 2 14-2 12-4 
AI GUAT ESI pees ork heeh hee ace 10°5 3-3 14-2 
SMAEA WATS Gee A. sess cis eee 3-4 4-4 12-9 
Ath Qua rbers, cl) nos eee ee (1-2) 2°8 10°6— 
LOLA TSE OAT GEM) seks eae iG No yee 14-8 7:6 12-6. 
RL AUUAT LET Hua dels, sake te Tans 16-7 8-3 13-4 
SEO UBL TCS ys sie ots gs ene 11:3 10°3 10-5: 
Ath. GuaAkue@rne trim, en een oe ee 16-3 15:9 13-0: 
WOES lsh quarters ics. t 5 Lid carcemee fave 2101-5 4-5 9-1 


(*) As defined under schedule C1. 


Mr. Fimmine: I suppose, Mr. Dyde, you will be asking for some explanation 
of these figures at the bottom of page 7 in due course. 


The Wirness: The low operating income reported by Dominion Woollens & 
Worsteds, Limited for the two last quarters of 1946 is explained by the company 
as being due to their return to 100% civilian production in 1946 under inadequate 
ceiling prices. 


ie ie 
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Fat 


a From the interim figures reported by Dominion Woollens & Worsteds, 


Limited and Paton Manufacturing Company Limited, the following components 
of cost on a sales dollar basis have been computed by quarters for each company 
and are shown on the following table: 


Raw Raw Operating 
a Materials | Materials Labour Overhead | Income* 
Wool Other 
$ $ $ $ $ 
DOMINION WOOLLENS AND 
WORSTEDS, LIMITED 
1946— 
st Quart pore, tf adi. 1 Se Cae RIS oak ae ke 0.439 0.045 0.266 0.148 0.102 
DAO R CORTE ae ie eat rg A pee geen deen Mae ie 0.398 0.042 0.297 0.158 0.105 
BLOuquarpetenn arb arl ews eeiicties 0.340 0.038 0.396 0.192 0.034 
AC IMCHIAI DOL. ARE rie sort < Conk apts 0.390 0.046 0.378 0.198 (0.012) 
1947— 
LSC UATHOL: ti sot Shin, Net oieeleeaieae Ga 0.294 0.039 0.345 0.174 0.148 
PO CLALIT sheet ches cusps ei id oe actuaries 0.348 0.044 0.293 0.148 0.167 
3rd quarter...... A reine we Re Muses SAL hee 0.329 0.035 0.350 0.173 0.113 
AGMA bOl at hin entice te tiem aes ae: 0.337 0.034 0.301 0.165 0.163 
1948— 
MSGHQUAT LOT. ih, chia hated ote on Sere ol ee 0.369 0.032 0.253 0.141 0.205 
PATTON MANUFACTURING 
COMPANY LIMITED 
1946— 
TSHCUUAT bOI Celta ocak esa ane abe < 0.463 0.089 0.212 0.094 0.142 
ENGVGUAL tar sents ae; comm wee kas 0.424 0.080 0.314 0.149 0.033 
Sa QUIT LER ee ess teem qe eee 0.389 0.069 0.319 0.179 0.044 
AACHINEGE LOTIT Apatite yt ccl onthe Ss MAE a aR 0.415 0.090 0.319 0.148 0.028 
1947— 
Teineruarter sa caries une, ate Celta 0.419 0.068 0.270 0.167 0.076 
HONMALEOI Sa shes ari tts. Meee aad tf 0.356 0.118 0.252 0.191 0.083 
DEC OVATGC I: ye hen Sittin eco tar tiie 0.410 0.103 0.222 0.162 0.103 
AOL OQUALUO Lec frre acc epieen sre tere 0.354 0.078 0.236 0.173 0.159 
1948— 
JRSM UGE eT ea nin Beep rie eae otis ah iam 0.349 0.072 0.317 0.217 0.045 


(*) As defined under schedule C1. 


Mr. Dype: It might be useful, gentlemen, on pages 7 and 8, if we drew 
a line under the first quarter of 1947 in each case as being the last complete 
quarter before decontrol. 


The Wirness: The operating income content of the sales dollar shows a 
substantial decline in the case of both companies in the last half of the 
year 1946. This may be explained by the return to civilian production under 
inadequate ceiling prices. The upward trend shown by both companies in the 
first quarter of 1947 may be accounted for by the increase in selling prices 
authorized by Wartime Prices and Trade Board early in January of that 
year. Price ceilings were removed as at March 31, 1947. 


“ i | 
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ScHEDULE C6 A pay 


This schedule shows finished goods inventories expressed in terms of quanti- 
ties as reported by the three special companies. 

Quaritities of cloth and machine-knit yarns reported by Dominion Woollens 
& Worsteds, Limited have been included in schedule C6 and the following tables, 
which however do not include quantities of hand-knit yarns manufactured at 
the company’s Hespeler and Orillia mills. The quantity of hand-knit yarns 
reported by these mills indicates that manufacturing operations were not 
continuous throughout the entire period, and if included with the other figures 
reported by this company, would disturb the figures for comparative purposes. 

Schedule C6 summarizes the information received and shows: 

(a) Year end inventories grouped by: periods previously defined; 

(b) Monthly or interim inventories grouped by quarters of years. 


The following table shows the average combined inventory figures of the 
three special companies, by periods indicated: 


Inventories Inventories 
reported in reported in 
Finished Yards Pounds 
(Thousands of (Thousands of 
Yards) Pounds) 
TDS Oia EtAc To a mnee ag gre 0s Le Reals al LN 46 Rha ae ie i 33 149 
Average for the Pre-Control Period, 1940/41 ...... 73 172 
Average for the Control Period, 1942/46 ......... 17 62 
RostaGontrol= Periods 1947.in4 2s coos See 16 140 F 
_ Reported by companies in 1948 ........ Ae a 53 32 1 


¥ 


The three special companies were asked to report their inventories as at the 
end of each year from 1936 to 1947 inclusive and. at the end of each month 
from January 1946 to March 1948 inclusive. Dominion Woollens & Worsteds, 

«Limited and Paton Manufacturing Company Limited have ~reported fully as 


requested, whereas Ayers Limited have been unable to report monthly ; 
inventories. 4 
The inventories of finished goods expressed in terms of quantities reported 

by two of the special companies at the end of each interim accounting period — 
from January 1946 to March 1948, have been ayeraged by quarter-year periods 
and shown for each company on schedule C6, a summary of these figures appears j 
overleaf: & 
Inventories reported Inventories reported f 

in Finished Yards in Pounds . 

(Thousands of yards) (Thousands of pounds) 

1946— : 

ANSE HCN ATNL Et, aise sane ee or) hi eat 5 50 £ 

PA IUOSEAGE EL Wahl os dd te UA ER OHMS ree Saree Cp Oa 3 51 ‘ 

SRG UATHOR A iy at tse me Fu es ei ck eke 1 23% : 

Ath \Guanter sche a woes el oat eke 3 30 3 

1947— J 

TG QUATUERR ps. seme scat ita aaah ate 3 30 ‘ 

PVA AT GET i on teebieacy Sateen Senay 5 106 : 

MO UAT DET es ietrcate hoy Wot hela ile AUipene er ad PUR 5 38 ie 

AES AWAY LET net soe the ee hry eee eee 9 39 x 

ie 

1948—- "4 
Pe OBR EER. rn. way usd sok 5| doekatie 38 50 + 


* cs = “75 
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As the average inventories maintained during the first quarter of 1948 exceed 

average quantities carried in the two preceding quarters, the following table is 
_ submitted in order to show details of the variations by months during these 
three quarters: 


Dominion Woollens and Paton 
; Worsteds, Limited Manufacturing 
“. Company Limited 
4 (Thousands (Thousands (Thousands 
Cg oF bhide of Finished of Pounds) of Pounds) 
2 Yards) 
B 8rd quarter of 1947: 
4 Diwlyiat i 5 13 23 
: PAMUUSice on ai et tee 2 ile: “= 
September... i 19 
4th quarter of 1947: 
: WHO NGI. Mig) 5m ee Pen oes eee 6 16 21 
: INGveniber> mefice oheeei ssn be a 19 44 
. Megembenge iat cc® male sas bee 16 18 
zs Ist quarter of 1948: e 
; Martens yt ei tee wee leose pny isl ack oR 22 16 31 
PEDAL prakene can a) A ee 38 21 Be 
Mancha) ots ne ists: 21 . 


The 53,000 yards of finished goods shown at March 31, 1948 appears to be 
greater than the average yardage maintained during the pre-control and control 
periods, as shown on the table on page 9, whereas finished goods inventories 
expressed in terms of pounds are less than the relative average figures maintained 
in any of the periods shown. 


ee ee 
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ScHEDULE C7 


This schedule shows the unit selling prices and the components of cost of 
articles producing a significant sales volume as reported by each of the three 
‘special companies. 
Unit selling prices and costs have been shown under the following dates: 
As at January 1, 1942 
As at April 1, 1947 (day following removal of price controls) 


As at April 1, 1948. 


The method of determining the components of costs shown on schedule C7 
has varied with each company. . 

Dominion Woollens & Worsteds, Limited state in their return that, due to 
the sharp rise in the price of wool, they found it necessary to base their selling 
_ prices commencing in April, 1947, on the replacement cost of raw materials rather 
_ than the actual cost of materials shown by their books. Therefore, in addition 
to cost data shown by the company’s records, they have submitted costs based 
on replacement values of raw materials. Both sets of figures are submitted on 
Ee schedule C7 in comparative form. 

i Paton Manufacturing Company Limited have included in overhead as a 
component of cost, items other than operating expenses. Raw materials have 
been costed at replacement values, labour being shown at the average rates 
prevailing on the dates indicated. 

The system of costing at Ayers Limited is maintained on a basis of 


4 Standard Cost. ‘ 


: 


PSI Pe a ee re ey ee ee 


a 


See eae ee ere 


By Mr. Dyde: 
Q. What do you mean by that standard cost?—A. That is a method o 
costing known in the accounting world whereby you estimate what your costs 
‘are going to be and base your selling price probably on those costs, and then 
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when the end of your period has come you see how far out you were in your guess, 
and then you amend these figures. You see, Ayers Limited have not submitted 
interim figures because they haven’t got them. They work on this system of 
standard costs and they do not take inventories periodically as they do not 
consider it necessary for their purposes. 

The companies have in addition to giving a technical description of each 
of the items reported, supplied samples of the material itself in each case. 

Mr. Dypr: These might be distributed as Mr. Knight reads. Perhaps at the 
same time I should interrupt, because I believe you produce exact specifications 
as well as the materials, do you not? 

The Wirness: That is correct. 

Mr. Dype: And therefore, as we have done previously, I would like to have 
distributed the exact specifications which Mr. Knight now supplies as a 
supplement to report C. It will be printed after the whole of report C. 

The Cuatrman: And this is all you are going to give us, Mr. Dyde? 

Mr. Dype: That is all sir, for the moment. 


The Wirness: The increase in selling prices over the past six years is indi- 
cated by the following table, which shows the selling prices of the items reported, 
as at the dates indicated. 

Mr. Tuatcuer: At that point, I wonder if I am right in supposing that you 
will give us further information as to the price increases indicated? 

The Witness: Yes. 

Mr. TuHarcuer: Is that in the report? 

Mr. Dyve: No, it is not. I will produce that immediately following the 
report. 

Mr. THatrcHer: Thank you. 


The Witness: 
Apehaeea le April 1, April 1, 


enn 1942 1947 1948 
Dominion Woollens & Worsteds, Limited: 
Warndyedimorsted cloning sea". c/a. seis sin Saccate a hee eet etd $2.50 $3.10 $4.50 
Yarndyed worsted GURU Woareec. otesre nesl veneers Deane eae 2'.40 3.00 4.70 
ISGeck Wye mens somecd ts kiMis teh hr oe ih cet ae Ghee) cre aR nil Doo 2.35 
piock-dyed-BMlysian.orcoatac 4.) hata skeet ates nil 5.00 6.00 
Paton Manufacturing Company Limited: 
RYAN Ved AWOME LOC Janietsictciate ce Gaetano en eee Becks, Rees $2.15) $2.70 $3.55 
Pieced weedy WwOrstede: seit koh s Galen tit knee, ics ane ee ere 1.90 2.35 3.20 
TROP CORBIN GS VAC NS OAH Sen eUeGs BLN orem DUNS Nip at rakete tcp gape or 175 1.95 Zoo 
OVercowuines iatsera wise ioc ce toca ne (aie pai eportererer ans TA Dar eine Rehetouets 2.90 3.15: Bay Ai) 
Ayers Limited; 
VVaniden blame 20s Wits ie ese ate oo a Ral iat il aR a eee aubie $1.13 $1.19 $1.35 
Coloured ablonbset Mra! sucks age eee year somes ee meee) arene ies 1.27 1.47 
SECC OUT ee ee he det OE AS it, LG acer, Sa eT ee Pe Nadi eae 1.45 1.66 1.66 


By Mr. Dyde: 


Q. Before you leave page 11, Mr. Knight, there is one thing I think you | 


should clear up there now. I deal first with the column headed “April 1, 1947”. 
I think you said earlier in your report, at some stage, that controls went off on 


March 31, 1947. JI want to make sure as to what this last price is, that there 


was no change in the price on April 1, 1947, and that that column of figures 
represents the selling price as at close of controls: is that right?—A. I will 
check that company by company. 


Q. I think you had better check it now because I want to have your answer — 


in here-—A. Dominion Woollens and Worsteds Limited; ‘these are the selling 
nrices as authorized February 17, 1947 and continued in effect until April 14, 


pinaecuiaies - 
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: 

1947. In the case of Paton itaaeta cham Company Limited it is the same 
prices that were set in February of 1942 and remained in effect until June 11, 
1947. In the case of Ayers Limited, those were the prices that were effective 
February 17, 1948 and remained in effect until November 1, 1947. In each of 
the cases to which I have referred, Mr. Dyde, the significant column is the 
column headed April 1, 1947. 

Mr. Dyor: Thank you. 


& 


F SCHEDULE C8 


f 


_ This schedule shows capital employed compared with earnings for each 
of the twelve years from 1936 to 1947 inclusive and for each of the three special 
companies individually. 

The following is a definition of the terms used on Schedule C8: 

~ Capital Employed includes: 


‘ Common Stock 

Preferred Stock 

. Capital and Earned Surplus 

Surplus created by the Refundable Portion of Excess Profits Tax 
: Reserves for contingencies and other free reserves . 


t Mr. TuatcHer: I am sorry to interrupt but I just seem to forget my 
accounting terminology. What is that capital surplus, is that the surplus the 
company gets from buying in debentures? 

-_ The Wrrnes: Not necessarily. It is the surplus which is created by profit 
her than a trading profit, you might say. You might sell a capital asset like 
a building or a motor car or something like that. 

F Mr. THatcuer: Oh yes, thank you. 

& Net Profit after Taxes includes: 


vi Net profit shown at the foot of statement 1 of the special preliminary 
questionnaire 


. 

at 

. Percentage of profit to capital represents: 

4 The ratio of net profit after taxes, to capital employed as defined above. 

Included as separate items on the special pr eliminary questionnaire, for two 

i the special companies, are amounts charged or in some instances credited as 

n inventory reserve, before determining net profit after taxes, as defined above. 

The second set of figures on schedule C8 shows capital employed compared 

ith earnings after adding back or crediting the aforementioned inventory 

serves to both capital employed as defined above and net profit after taxes. 
The following table shows in comparative form the twelve year averages 

f both sets of figures: 


iY 
* 


Percentage of Profit to Capital 


Before After 
adjusting adjusting 
Inventory Inventory 
Reserves Reserves 
; per cent per cent 
Dominion Woollens & Worsteds, Limited............ 6-4 8-2: 
Paton Manufacturing Company Limited ............. 8-8 9-] 
ER REr GLAM bCUie tne ce eter ha Uircccbocishersiscie itte oie shacis oy halanmters 8-2 Not Applicable 
Average for the three companies for the ore year 
MERLO e Pee ooo eRe Cie ire c aidhra cee aiars turen oe pea 7-8 8-4 
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Ayers Limited, being a private company, took advantage of section a6 | 
of the Income ‘Tax Act and distributed in 1946, by way of dividends and income ~ 
tax thereon, a sum of $2,794,268. In order to finance this distribution, a bank | 
loan was raised in 1946 and converted in 1947 into first mortgage bonds and — 
notes payable. As the 1946 bank loan and the 1947 bonds and notes payable 
have not been included in the figures of capital.employed, the percentage of — 
profit to capital shows a sharp rise in the last two years reported. i 

The foregoing figures have been analyzed on an annual basis for each of © 
the five special companies and are shown in comparative form on schedule C8 _ 
attached. | 

The following table has been prepared from these figures to show the | 
average for the five companies for the periods indicated. 


Pre-war Pre-control Control Post-control . 


period period period period — 
1936/39 1940/41 1942/46 1947 
Dominion Woollens & Worsteds, Limited: . 
Before adjusting inventory reserves ...... 0-1% 9-4% 9-2% 12-8% 
After adjusting inventory reserves ....... 0-1% 14-8% 7°4% 25-53% 
Paton Manufacturing Company Limited: : 
Before adjusting inventory reserves ...... 6-0% 15-7% 9-1% 4.8% | 
After adjusting inventory reserves ....... 7-4% 18-2% 7:9% 4-2%_ @ 
Ayers Limitied: ; 
Before adjusting inventory reserves ...... fT % 10-6:% 6-9% 16:5% — 
Afiter adjusting inventory reserves ....... (no inventory reserve reported) ; 


The percentages shown in this table reflect the variations of the ratio of 
profit to capital both before and after adjusting inventory reserves for each 
of the four basic periods used throughout this report. 3 


Le UN eS 


SUMMARY 


The executive of each of the 3 special companies have supplied all the 
information and extended all the assistance that I have required. The schedules” 
attached to this report and tables included therein have been prepared from 
the questionnaires submitted. | 


I shall be pleased to furnish any further information and explanations that. 
you may require. 


ae 


Respectfully submitted, 


EK. W. KNIGHT, 
Chartered Accountant. 


aes ee = 
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TEXTILE ENQUIRY 


_ Specifications as Supplied by the Reporting Companies of the Various 
Articles on Schedule C7 


Dominion Woo.ttens & Worsteps, LIMITED 


 Yarndyed Worsted 
. 1942—Coating 
Range 14148 
Fin. Wt. 16/17 oz. per yd. 
‘a 58 warp ends per in. 
54 picks per in. 
64’s Quality 
1947—Coating 
and Range 14148 
1948—Fin. Wt. 16/17 oz. per yd. 
| 56 warp ends per in. 
54 picks per in. 
62/64’s Quality 


Yarndyed Worsted 
1942—Fey. Wstd. Suit. 


M4 Range 50002 
SI Fin. Wt. 
“ 14/15 oz. per yd. 


52 Warp ends per in. 
54 picks per in. 
E — Quality 62/64 
1947—Fcy. Wstd. Suit. 
Range 50002 
Fin. Wt.— 
14/15 oz. per yd. 
56 Warp ends per in. 
56 picks per in. 
Quality 62/64 


1948—F ey. Wstd. Suit. Fey. Wstd. Suit. 
Range 50002 Range 50001 
Fin. Wt.— Fin. Wt.— 
14/15 oz. per yd. 14/15 oz. per yd. 
58 Warp ends per in. 58 Warp ends per in. 
54 picks per in. ; 54 picks per in. 
Quality 62/64 Quality 62/64 
Clear cut Mill Finish 


Nore: For purpose of comparison, clear cut fancy worsted suiting, range 
50002, has been shown on Schedule C7. 
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Tweed 

1947—Stock dyed men’s tweed 
Range 7053 
Fin. Wt. 14/15 oz. per yd. 
40 warp ends per inch 
40 picks per inch 
58/60 N.W. Wool 

1948—Stock dyed men’s tweed 
Range 7053 
Fin. Wt. 14/15 oz. per yd. 
40 warp ends per inch 
40 picks per inch 
58/60 N.W. Wool 


Overcoating 
Stock Dyed Elysian O’Coat. 
Range 5189 
Fin. Wt. 31/32 oz. per yd. 
45 warp ends per inch 
66 picks per inch 
64/70 Wool & Wool Noils 


Paton MANUFACTURING COMPANY LIMITED 
Yarndyed Worsted 


Class 5201—13-5 oz. Fancy Stock Dyed 60/64 Quality with Merc. Cotton 


Decoration 57/58” wide. 
Piecedyed Worsted 


Class 4947—13-40 oz. Fancy Worsted Pee, Dye 60/64 Quality with 


2/100 Merce. Cotton Decoration 57/58” wide. 
Topcoating 


Class 6552—18-70 oz. topcoating, Fine Wool and Waste, stock” Dyed 


57/58” wide. 


Overcoating 


Class 5941—Overcoating 32-00 oz. Fine Wool and Waste, stock Dyed 


57/58” wide. 


Ayers LIMITED 
White Blanket 


No. 1000 White Bleached All Wool Blanket, cut singly, whipped at 
ends to match border of Two-Tone colour: Rose-Green or Blue- 
Rose or Green Gold. Sold by the pair. Single 3 and double bed 


sizes. 
Coloured Blanket 


No. 1160 Pastel Blankets (All Wool), cut singly, whipped with match- 
ing worsted yarn at ends, supplied in pastel shades of Old Rose, 
Jade Green, Saxe Blue, Old Gold, Camel, Wine and Cedar, supplied 


in sizes for single and "double beds 60” x 84” x 74 lbs. per pair. 
Tweed 


as Boys’ Tweed, made in several patterns and colours. 


Ayers’ No. 40 All Wood Tweed 134 oz. per yard of 56” wide, known 
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ScHEDULE Cl 
TEXTILE ENQUIRY 


SumMMARY oF ANNUAL Sates AND Oprratina Income* (Woo. GROUP) FOR THE 
Twetve YEARS FROM 1936 To 1947 INCLUSIVE 


(Thousands of Dollars) 


, Percentage 
Total Operating | of Operating 
—-- Sales Income* Income* 
to Sales 
5 Tae ; $ $ % 
Totals for the individual financial years ending in the following 
calendar years: 
/ Pre-War Period— 
Son ds ooh ain cadatt Pao SEI 3 Sob SEA RE ah en i Se 24,388 1,803 7-4 
7 ee eae eee contre te Ee a Rete te orciaals eae 27, 175 2, 015 7-8 
PRD DSi Nir oaier Sieh sfornem. coals, waite dnt oer teledngte arele dea a 4 21,459 322 1-5 
BLU SO irc pn eaten at a tees coli reo death tie lc SNe § 24, 206 1,995 8-2 
| Average for the Pre-War Years........ sacntee erage anaes 24,307 1,559 6-4 
aaa Period— 
PES Se RIL Mice i cite cet eRe OG. ace batter te eee 40,582 5,890 14-5 
ee SP ia Nas Mae Rae tr Bre 2M Sh rat aye aaa Seo Eu aneereda Bor aroha 46,702 5,705 12-2 
| Average for the Pre-Control Years.........0.000000ceceeeees 43, 642 5,797 13-3 
| Sento! Period— 
| Bio aS Sucre fies 2 0 lle San Omen eens eae haa ie 53, 829 5, 847 10-9 
| TPE als Godiatd BED ic GR OMIS DOSES Oo Da ane ean naan 56,351 4,966 8-8 
ICY Ee ee eee kay Peta a eee ios tanh Seren cara 50, 637 4,198 8-3 
; LE Sic ad of aeaeeolabate Sits Scien coc) haSe RPE CRS SG chee hh ee 53,850 5,193 9-6 
toe erator, eo. 2 ha AS opine Moras os oyel cise silico g svaralar a\altchgra site Rial 57,462 5, 844 10-2 
; MEAverage for the CONtrol Y C688 oo acs ase.a.s csoclo e's 6 oe vio ode ps ereiees 54,426 5, 209 9-6 
Post-Control Period— : 
(i fa Oe oR toc a REP CR aes SATIRE, en ME EN 64, 703 fsa? 11-7 
Torat SALES AND OPERATING INCOME* REFORTED............ 521,344 51,430 
“Averace PER YEAR FOR THE TWELVE YEARS................ 43,445 4, 286 9-9 
i ha 


| 
| Re 

-_ * Operating Income represents profits from operations before deducting taxes on income, interest on 
| ' borrowed money and other financial charges, inventory reserves and depreciation in excess of the amounts 
allowed by income tax authorities, and does not include investment income and profits or losses on disposal 


_of investments and fixed assets. 
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> PRICES 3741 
- ScHEDuLE C3 
> TEXTILE ENQUIRY 


ANNUAL SALES AND Oprratine INcome* or 51 OrHeR Compantes (Woot Grovr) 


FOR THE TWELVE YEARS FROM 1936 To 1947 INCLUSIVE 


(Thousands of Dollars) 


Ee AT Ss ee le ee eee ee 
SS ao”? 00C<SQom—> 


calendar years: 


(*) Operating Income represents profits from 
on borrowed money and other financial charges, 
amounts allowed by income tax authorities, and d 
on disposal of investments and fixed assets. 
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Totals for the individual financial years ended in the following 


Percentage 
Total Operating of Operating 
Sales Income* Income* to 
Sales 
$ $ % 
sotto Fea is 17,394 1, 241 7-1 
ge Was 19, 708 1,452 7:4 
rei tee 16, 112 208 1-3 
EO se «aes 17, 343 1, 203 6-9 
SEN 17, 639 1,026 5-8 
a eae 29, 678 3,614 12-2 
enon Sabai 34,016 3,547 10-4 
ae i 31, 847 3, 580 11-2 
Une Si 39, 707 3, 767 9-5 
Bs a es 42,884 Sark: 8:3 
i af a eee 39, 150 3, 234 8-3 
benoyeatoretae 41, 663 38, 750 9-0 
ath a 44,907 4,722 10-5 
Be Ae cor, 41, 662 3,809 9-1 
Me eae 50, 157 5, 710 11-4 
ee Ee 392,719 36,021 9-2 


Cee SS a a Pe LE Lee 


operations before deducting taxes on income, interest 
inventory reserves and depreciation in excess of the 
oes not include investment income and profits or losses 
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2 ScHEDULE C4 
TEXTILE ENQUIRY 


ANALYSIS OF OPERATIONS ON A SALES Dotiar Basis FoR THE THREE SpeciaL CoMPANIES 
(Woot Group) FoR THE PERIODS INDICATED 


Pre- Post- Average 
— Pre-War Control Control Control for 
Period Period Period Pood the 12 
1936/39 aes 1942/46 Se en | 
1940/41 1947 years 
$ $ $ $ $ 
Dominion WooLLENS AND WORSTEDS, 
Limitep— 
Raw Materials—Wool............... (0.478) 0.450 0.421 0.333 0.428 
Raw Materials—Other.............. ( ) 0.040 0.037 0.038 0.030 
aA bounenes:. ss oe cee ee Psi Gh he ae 0.315 0.228 0.285 0.316 ||~ 0.285 
Overheadeene a wy alee teen re 0.183 0.151 0.172 0.164 0.169 
Operating Income ter desc eee Le 0.024 0.131 0.085 0.149 0.088 
Sales Dollar........ 1.00 1.00 1.00 1.00 1.00 
Paton ManuracturiInc Company 
Lim1tEp— 
Raw Materials—Wool............... 0.379 0.423 0.486 0.398 0.450 
Raw Materials—Other.............. 0.140 0.085 0.087 0.087 0.096 
NG WOULES NAR ie accel Takes Oe Ree ete 0.242 0.186 0.216 0.286 0.221 
Overheads eins. os ke SR ae 0.133 0.091 0.090 0.170 0.104 
Operating INCOME Fs tes asians nec 0.106 0.215 0.121 0.059 0.129 
Sales-Dollar. ......: 1.00 1.00 1.00 1.00 1.00 
Ayers Limitep— 
Raw Materials—Wool............... 0.259 0.321 0.349 0.317 0.321 
Raw Materials—Other............. 0.181 0.108 0.153 “42905190 0.154 
DAD OUR Re eee oe Ue SUR ey ae a 0.129 0.110 0.176 0.202 0.157. 
Overhead tite see ie a ea 3 et 0.275 0.204 0.185 0.164 0.205 
Operating Income™*. ...0.662.000.5. 6: 0.156. 0.257 0.137 0.127 0.163 
Sales Dollar........ 1.00 1.00 1.00 1.00 1.00 


(*) Operating Income represents profits from operations before deducting taxes on income, interest on 
borrowed money and other financial charges, inventory reserves and depreciation in excess of the amounts 
allowed by income tax authorities, and does not include investment income and profits or losses on disposal 
of investments and fixed assets. 


ScHepuue C5 
TEXTILE ENQUIRY 


i 


z QUARTERLY Sates or Att Reportinc Companies (Woot Group) 
FOR THE Twrnry-Szven Montus rrom JANuaRY, 1946 To Marcu, 1948 INCLUSIVE~ 


(Thousands of Dollars) 


ano 


Dominion Paton 51 
eas Woollens and | Manufactur- Ayers Other Total 
Worsteds, | ing Company Limited Companies Sales 
Limited Limited 
$ $ $ $ $ 
1946— 
ists quarters. 75.00 ta «eee. 1, 276 698 909 10, 682 13, 565 
end: quarter: 208. #22, 1, 280 748 1,133 11,719 14, 880 
3rd quarter..... GN ea P32: 524 1,019 11, 363 14, 038 
Sion CUAL COR try sete le 1, 250 675 1,178 11, 889 14,992 
Ist quarter............. ae 1, 608 644 1,207 12,415 15,874 | 
2nd quarter..... Teach ES 1, 837 686 789 13,440 16, 752 
3rd quarter............. 1,732 855 1, 180 11,990 15,757 | 
Ata Guarter sina... sock «lat, 2,299 721 1,367 14,081 18,468 
Ist quarter... f..es.0 05.54 2,471 713 1,840 14, 469 18,993 | 
ToraLs FoR THE TWENTY- i 
Seven Monrns........... 14, 885 6, 264 10, 122 112, 048 143,319 | 


AVERAGES PER QUARTER...... 1, 654 696 1,124 12, 450 15,924 


- 


a ee ee 


PRICES 


TEXTILE ENQUIRY 
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ScHEDULE C6 


FinisHeD Goops Inventories (Woot Group) Expressep IN TERMS OF QUANTITIES 
FOR THE Periops INDICATED 


Dominion Woollens and 
Worsteds, Limited 


(Thousands 
of Yards) 
Finished Goods Inventories 
Expressed in Terms of Quantities, reported by 
Companies at the end of each fiscal period 
from 1939 to 1947 inclusive, grouped as 
follows for comparative purposes: 
hee BANEORO Nt ere ks Recs Ta 33 
Average for the pre-control period 
1940 LOAT ER ty Mieke en. Acvatats hae 73 
Average for the control period 1941/1946 17 
Post-control period 1947............... 16 
Reported by companies in 1948........ 53 
Finished Goods Inventories 
Average by quarter year periods: 
1946 
MSC QUATLET fila Sternkianaicgk > «irons gae 5 
DRAG UATEEL I tries ane saeco alte hehe 3 
DPOUOUAPLGE Mina t eee oe ti eats ee eas ek 1 
APD CUATLOR! G38 ANS 2. cen es eee ova Ss 
1947 
UStsCMMArversen 2 hates as tae egaers se 3 
Mnaiquanter sees cee doen wees 5 
SLANGUATLOL AAA Pe Naat Sore wine 5 
At RVGUADLEE sanyaeteceni tee Nealon tice te 9 
1948 — 
LStrQUAaTten woe wero.tinate Ate avs aya 38 


(Thousands 
of Pounds) 


Paton Manu- 
facturing 
Company 
Limited 


(Thousands 
of Pounds) 


116 


106 
19 
91 
ol 


Ayers 
Limited - 


(Thousands 
of Pounds) 


27 


54 
32 
31 


Not 
Reported 
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ScHEDULE C7 


TEXTILE ENQUIRY 


Unit Seiitinc Pricks AND CoMPONENTS oF Cost or ARTICLES REPORTED BY THE THREE 
SpecraL Companres (Woot, Group) aS AT THE Dates INDICATED 


As at January 1, 1942 | Asat April 1, 1947 | Asat April 1, 1948 


aa he tie neal 


: 


(Cost (Cost (Cost 
—— (Actual | based on} (Actual | based on! (Actual | based on 
cost) replace- cost). | replace- cost) replace- 
ment ment ment 
values) values) values) 
$ $ $ $ $ $ 

Dominion WooLLENS AND WoRSTED, 

LimttEeD 
Yarndyed Worsted—Coating— 
Components of Selling Price: : 
MATHIAS a mer Ses ceee a is cat ae eh 1.35 ie ek 1.05 kor 1.26 eae 
WaOulrie ide pets ee aa uments 0.41 0.41 0.69 0.69 0.87 0.87 
Owvenhicnieerae ye ie eS er ah se 0.35 0.46 0.68 0.68 0.84 0.84 
Operating Income or (Loss).......-. 0.39 0.28 0:68 0.16 1.53 0.46 
Selling: Price periyards-2. en... 2.50 2.50 3.10 3.10 4.50 4.50 
Yarndyed Worsted—Fancy Suiting— 
Components of Selling Price: 
MADER ip SG... ceed es ou Sis ars 1-23 1322 0.96 1.52 1,25 2.19 
DPFAIDOMUT Gs peta ty. ies ee ewe EO ee 0.46 0.46 0.75 0.75 1.05 1.05 
Oncor engn (emis, Mac dee. Sea 0.42 0.54 0.76 0.76 1.00 1.00 
Operating Income or (Loss)........ 0.29 ~ 0.18 0.53 (0.03) 1.40 0.46 
Selling Pricé per yards... 0.0.0... 2.40 2.40 3.00 3.00 4.70 4.70 
Tweed— 
- Components of Selling Price: 
WMaAbGralg&.So- heat oer 2 Se a 0.78 1.11 0.92 1.20 
OULU ne ci cee te eae, 0.53 0.53 0.61 0.61 
Onerheddeaen vate bean te sil. wept te, NIL 0.59 0.59 0.59 0.59 
Operating Income or (Loss)......... 0.45 0.12 0.23 (0.05) 
Selling Price per yard............. 2.35 2.00 2.35 2.35 
Overcoating— 
Components of Selling Price: 
Materialst. See saios Da aie eens Yaa en 1.92 2318 2.53 3.32 
SUE eYoRh nd (iin a! tere SRNL Domes Ae sti 0.99 0.99 1.09 1.09 
Orvienbies chs als Bac esr ered anc nny NIL 1.15 1.15 122" ae 
Operating Income or (Loss)......... 0.94 0.13 1.16 0.37 
Selling Price per yard............. 5.00 5.00 6.00 6.00 
Paton MANUFACTURING COMPANY 
Lruirep: 
Yarndyed Worsted— 

Components of Selling Price: a 
Materials io. nceaese a FeAl SMa at SSE fee 1S 2 A esate le 1 S698 oe eae #1-8239 - =) 
A OUT eesti OR geo a Sh En ee Le ae 0.3520) @ [tae eae OF 626453209 Wen mace 0-7170 
Overheaday tis ree Ce a ee eee 0:4690 Slee 0-1 679M nen es 1-0258 
Operating Income or (Loss)........].......... On 1943 le urcs rcs (00637) ol en pereen (0-0167) . 

Welling Price Per Yards... cde. ca cleeoennlee 21500 Ate eee 2 (O00 Aa eee eters 3-5500 


Nore: The figures of Operating Income or (Loss) represent the difference between the selling price and é 


e 


components of cost reported. 
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ScHeDuLE C7—Concluded 


TEXTILE ENQUIRY 


Unit Setuinc Prices aNp Components or Cost oF ARTICLES REPORTED BY THE THREE 
Sprcra, Companies (Woor Group) as AT THE Dates INDICATED 


Asat January 1, 1942} As at April 1, 1947 | As at April 1, 1948 


(Cost (Cost | -4Gost 
—— (Actual | based on| (Actual | based on} (Actual based on 
cost) replace- cost) replace- cost) replace- 

ment ment ment 

: values) values) values) 

4 $ $ $ $ $ $ 

: Piecedyed Worsted— 

Components of Selling Price: 

pei Materials.............: at Bg esate [ides re crt gy tats a ing i Oe 1-7030 

E Wea tide tp ee ae oP ne Seno Set Gamicye erica 02069 TAs eee O25 277 | ots one 0-6287 

; TRA peed Beles 0 Ree On] oe (Meta EL dati O°6266 |. eee 0-8980 

7 Operating Income of (Loss).........|.---+++++- Oe LS Fee asec stare (ORO856)i os Saas (0.0297) 

r Weiting Pe ser Gor bie iw ool eue ee «Saks 19000: fk ns 2-3500- |..2)..28 3.2000 

Topcoating— 

a Components of Selling Price: 

, Miaterialeee: a Cu OMe ers otek care oon ates eter O87 005 leans, a 085654 rch oe 1-1630 
USEVOUE Lares Scere fees cE cen ps, [eee inte 'o Bs Oc SORT MIE sarckos,2.</.s Q-3925 0b te 0-4052 
Overhead nck. setae oat el | Pe cor O48 20 etic (D726 ah leknactee em 0-6502 
Operating Income of (hoss).........|.-..------ OL GBSaelk sate OE 264 kp Ss War 0-1316 

Selling Price Per yard oe «ea gs tej flee oe ee = Aa SOO Rs cre. tee 1-O500 A eerace ast: 2-3500 
Overcoating— 
Components of Selling Price: 
SN ese Fl Ry seis fein Ose ne AeA, eR BY CCU RO era IB SOs lee Ase «sr, 1 4599 ae eae 1-7960 
[Ded ores tem | RS Bg gle eee Soe fe, AM oe eee ite eae O-b35T Sees ees O#0 (56 T Leer 0-6293 
Cirroyt eat a. Cet ae eee aks eras crete Bc ie 0798S ee <ee 0: 9744 ree as 1-0461 
Operating Income or (Loss)........].-.-++-+-+ Oe 250k ria. suet 0-040L 7 Sees cee 0-2786 
Sellingeerice per yandss. vik at | 2 age eekh 2 -O000 3 |b. 22 eee 5.15002. bean eae 3-7500 
Ayers LIMITED 
- White Blanket— 
Components of Selling Price: 
ES CAP Pal tee 200 ae eee ele cetera cna aie >> bite ghege jeratseee OB 794s bes. .f eee 3 0-6821— bs See ae 0.7190 
Nea GUT ee ee tine A eee Aa a, «el ei Sven femrte ie OO9TS> 1) ae cs net QO: 1578“ caeaeeeie sr ong 0.1730 
@vorheada Ce terete a eee ohn 3,3 | ghee cer a OPB000%- teak tae <ce 04320" 5) eens 0.4764 
Operating Income or (Loss).........J....-++++- (OH0469 alec cae ees (070319) 1 seer (0.0184) 
Selling Price per pound. ... 20010 28). soe te 52 de PANSOG |erowee cee P1SO0O SF ia serene 1.3500 
Coloured Blanket— . 
Components of Selling Price: 
Materia atts fo. eiaiyae eeberase «tae OvH634. le ae ose ce OBO Tee | 5,..dfinn Le 0.6894 
Tsou DDR Mee es ican se bh tats Sn tae, oe, ee 0: 091840 |= -= 2 a ee ie le Re Se Er 0.1599 
aa ‘Oaganitsit le teil 2 apd Ose Seed ome arto c O:88Shwlt. 2 teeta OPSO96 = Mot eae eae 0.4406 
* - Operating Income or (Loss)......-|.--+--++++ Ov898> Tex ck vee (PATO; vonage 0.1801 
Selling Price per pound.:........|..+--2+-0% L, 230O ails fo hae ae SO TOW ea ee ere ae 1.4700 
Tweed— 
- Components of Selling Price: 
RiahornIs eke eRe lnk Llamas taba eee Qe6254-—"|s oes oe (26392 ot ates eee 0.7018 
LOM VS, See en) ak Speer Racer vy SPs oe were DAISOBe “fer. oe 5a PEIO51 les eS: 0.2249 
VOT UICC ei oe Rae teins hototeiake eo, Stal a note ie ote ai? ped ee ee ee O.720tl alee ee 0.8351 
Operating Income or (Loss).........|---+- +++ ++}. OAISIaS is aoe oa 0.05405; [ao ee (0.1018) 
Selling Price per pound....... 22. 0s).-. 20-208: PASUO Wl Piccc ee = 166008 122 = bee. 1.6600 


Nore.—The figures of Operating Income or (Loss) represent the difference between the selling price ~ 
and components of cost reported. : 
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SPECIAL COMMITTEE 


TEXTILE ENQUIRY 


‘Scuepute C8 


CaritaL EMPLOYED AND EARNINGS of THE THREE SpecraL Companres (Woot Group) 


FROM 1936 To 1947 INCLUSIVE 


(Thousands of Dollars) 


Dominion Wooutens & WoRrsTEDS, 


LimItED— 


Paton Manuracturing CoMpPANY 


LIMITED— 
19 


see ee eens 


Reported on 


After Adjustment of ~ 


Questionnaire 

Net Percentage 

Capital Profit of Profit 

Employed| after to 
Taxes Capital 
$ $ % 

PIAL? te) Ee epee ey 0-0 
2,645 (Ch) 0-0 
2,024 (183) (9-0) 
2,194 196 8-9 
2,328 174 7:5 
2,547 283 11-1 
2,750 231 8-4 
2,877 225 7°8 
1,725 239 13-9 
1, 932 232 12-0 
1, 938 101 5:2 
2,093 268 12-8 
2,308 147 6-4 
1, 257 75 6-0 
1, 304 120 9-2 
1, 279 54 4-2 
1,293 58 4:5 
1, 322 86 6-5 
1, 638 379 23-1 
1,761 198 11-2 
1,852 178 9-6 
1,899 161 8-5 
1,911 152 8-0 
1,910 156 8-2 
1,940 93 4-8 
1,614 142 8-8 
3, 696 377 10-2 
3, 604 313 8-7 
3,540 106 3-0 
3, 586 309 8-6 
3, 664 369 10-1 
3,612, 405 11-2 
3,845 321 8-3 
3,874 165 4-3 
3, 880 126 3-2 
4,085 296 7-2 
1, 468 274 18-7 
1, 680 277 16-5 
3,378 278 8-2 


Inventory Reserve 


Capital 
Employed 


Net 
Profit 
after 
Taxes 


No 
Inventory 
Reserve 
Reported 


Percentage 
of Profit 


toe 
‘Capital 


% 


Sensoo 
— 


noo a 
Oo ARSaAMe 
NY AER BRARUNYVDODOOS 


— he i 
: ODF WOID 
~~ NNORRDWDONNOWO 


Sta gee 


PRICES.- ‘ Me 


4 _ By Mr. Dyde: 
q Q. Now, Mr. Knight, would you please produce the schedule of changes 
in prices and explain to the committee how that schedule came to be in existence? 
—A. On the 21st of May I wrote a letter to each of the executive officers of each 
of the three special companies. It reads as follows:— 
- On schedule 6, of your return you have set forth as of January 1, 1942, 
September 15, 1947, and April 1, 1948, the selling price of the following 
products— 
and then I have specified the products, depending on the firm to which I was 
writing— 
would you please advise me by return mail of the date and amount of 
each change in selling price for each of these commodities from January 1, 


1942 to the date of this letter. 
Yours very truly; 


and it is in reply to that letter that this schedule of price changes was prepared. 


7 Mr. Dype: I would like to have that distributed, please; and insert it at 
_ this point in the record. 


CHANGES IN SELLING PRICES OF THE COMMODITIES SHOWN ON SCHEDULE C7 
(WOOL GROUP) FROM JANUARY 1, 1942 TO MAY 21, 1948 


DoMINION WoOOLLENS & WoORSTEDS, LIMITED 


5 Suiting Fancy 

, Coating Yarn Yarn Dyed Elysian 

"4 Dyed Worsted Worsted Tweed Overcoating 

4 No. 14148 No. 50002 No. 7053 No. 5189 
AMNUUA TIVE Wl Wu L OS 2c sty a aleve $2.50 $2.40 $2.05 Aa Ri 

. PATO Tn an O4Ors are Oates. chs 3 Ph 278 2.61 WEN $4.66 

- February 17, 1947........ 3.10 3.00 2.35 5.00 

; PA DRUM a POAT aiiietarlcuss Se 3.40 3.40 DEDO 5.40 
PATIOUST) Ms LOTT saeperene. fs ord oh 3.75 3.80 Sts) Dado 
AMMAR, “LOE res suas < le eres 4.35 4.60 Bahk: 6.00 
Bebruarys 15, 1948.55... 4.50 bert) 2550 6.00 

a PATON MANUFACTURING COMPANY LIMITED 

4 No. 5201 No. 4947 

K Yarn Dyed Piece Dyed No. 6552 No. 5941 

3 Worsted Worsted Topcoating Overcoating 

3 ania n yam mal OL Oe cealclanie $2.15 $1.90 $1.75 $2.90 

. Rebruary® 25, 1942.0. /.... Dale 1.90 1.81 3.00 

< PAD Giles LOLG iyi checscins ote 2.34 2.06 1.87 3.06 

: February 1g Gd Un SY ec 2.70 2.35 1.95 onlD 

cl va) od ig AE OE BC So ey ha 3.00 2.65 Not offered Not offered 

‘ payee 2, LOE hs, ars ak ovsiagstin in, > 3 as) 3.00 eit) Not offered 

i December »710;; 1947....... Not offered Not offered 2.30 Bere: 

., January -c0? S948 .......... 3.55 3.20 Not offered Not offered 

; 

. Ayers LIMITED 

White - Coloured 

‘ Bleached All Wool 

4 All Wool Blanket All Wool Tweed 

2 Blanket Pastel Shades Per yard Per lb. 

~ aa O40 eRe hats $1.13 $1.23 PE20 $1.42222 

‘ iar LOA) AA Beh Poh 1 3 1.33 1.225 1.45185 
tee Ret LOS O rt ae aren on 1 ee? Lavo 125 1.48148 
Pvprile Le 1946... 20 1.13 1.23 1.31 1.55260 
HRebruary 18, 1947s. 2s 1.19 LJ27 1.40 1.65926 
November 1, 1947..... Tah 1.47 1.40 1.65926 
JANOS RR 0 a yb: 59 £230 a ett 35 1.83704 
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By Mr. Dyde: 


Q. Before going over the report itself to make sure that we have cleared up: 
any questions arising out of it I want also, Mr. Knight, to have your remarks ~ 


with reference to certain amendments which have been requested by one of the 
reporting companies——A. Yes. On June 2, I received a letter from Dominion 
Woollen and Worsteds Limited. 

Q. At which time their material in the questionnaire had been in your hands 
for some time I understand?—A. Yes. : 

Q. Yes and unfortunately our reports at that time have been printed, 
consequently the amendment to which they referred were not included in the 
printed report. I will however refer to the second paragraph of that letter dated 
June 2, in which it says— 

Mr. Tuatcurr: Where are you reading from now, Mr. Knight; excuse me, 
but I seem:to have lost my place. 

Mr. Dyvr: We are not reading from anything, Mr. Thatcher. This arises 
in this way; after Mr. Knight had received the replies from the other companies, 
after they had sent in their returns, and after Mr. Knight had started to print 
his report, he received a letter from one of the companies asking that an 
amendment should be made. Because of the fact that that material was already 
in the printer’s hands that amendment does not appear in the book that we 
have just read; and I have asked Mr. Knight to explain when he received the 
letter, and also to have him show how the report would need to be amended in 
accordance with this request. 

The Witness: In the case of one of the companies they sent us in a letter. 
I will read from one paragraph of that letter. It says:— 

In the case of our company I wish to draw attention to the following 
with respect to the year 1947. Income taxes of $192,500 as shown in 
our statements were calculated on the amount of profit after deduction 
of the special charge of $462,792 for inventory price decline. At the 
present time we do not know whether that basis will be allowed and there 
is therefore a possible additional income tax liability of $179,913. We 
therefore suggest that for the purpose of showing profits as a percentage 
of capital employed the possible additional income taxes of $179,913 
should be taken into account in arriving at the profit amount to be used 
in the calculations. This would apply to both methods referred to above. 


Now, I have made these calculations and if you care to write them in on 
Schedule C8 in pencil I will be very pleased to read them to you. . 

Mr. Irvine: Are they still problematical, or are they certain now? 

The Wrrness: I am afraid, Mr. Irvine, you would have to ask the trade 
witnesses. 

The Cuamrman: Are they extensive? 

The Wirness: There are 12 pages, sir. 

The Cuarrman: It takes time. 


_ Mr. Dype: There are 12 additions, I think we might call them, Mr. Chair- 
man, to make. I would suggest that they simply be put in in pencil by the 
members to show with the figures which were actually received the figures also 
as they should stand, and as they would stand if this amendment were made. 


Mr. TuatrcHer: That is in the last column, is it? 


Mr. Dypre: They apply to two columns, which Mr. Knight thinks should | 


go in now. 


The Wrrness: In the first column on the right-hand side called “capital 
employed”, you will observe opposite the year 1947 the figure of $2,093,000. 
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Adjacent to that figure in pencil should be $1,913,000. And of course the average 
from 1936 to 1947 which is shown at $2,308,000, immediately underneath, would 
change to $2,293,000. 
The next column under “profit after taxes”, the last figure of 268,000; 
adjacent to that should be the figure of $88,000; and the average instead of being 
$147,000 would read $132,000; and in the column headed “percentage of profit 
to capital” that 12-8 would be a percentage of 4:6; and the average of 6-4 will 
be 5°8. 
. Now, going to the last ‘three columns, under the heading “capital employed”’, 
you have the figure $2,863,000; that’ figure would now read $2,683,000, and the 
average, $2,568,000. 2a 
The next column under “profit after taxes”, adjacent to the figure $731,000 
will be the figure $551,000; and, adjacent to the figures of $211,000 will be the 
figure $196,000; and the percentage in the last column instead of being 25-5 will 
_be a percentage of 20-5; and the average instead of being 8-2 will be 7-6. 

Mr. Dypr: Now I think, Mr. Chairman, we might postpone. questions on 
that until we are going through the report, because that would at least dispose of . 
that particular item as far as putting it on the record is concerned. 

The Witness: Mr. Dyde, I have to say that on page 13, of your report, it 
probably would be advisable to put next to the figure 12-8, the figure 4:6. 

‘ Mr. Dype: Thafis in the right-hand column under “post war control period, 

» 1947”. 

The Wirness: Yes. 

| Mr. Dynr: 4:6? 

3 — The Wirness: 4:6. 

4 _ Mr. Tuarcuer: Mr. Dyde, can you tell me—I am not sure; I don’t just 

follow this. Would it not be best to get it cleared up? 

’ Mr. Dypz: I will try to make that clear for you. The companies were asked 

to make certain returns. They did so. Then Mr. Knight took those figures 

and made up his report. The companies were asked to make returns on an 

_ identical basis. That is, the questionnaire went out in the form of the ques- 

_ tionnaire as we have seen it in the record, and as we saw it when we started 

our investigation into textiles. The answers were received back in April or early 

~ May, and Mr. Knight went to work on an analysis of the figures and the prepara- 

- tion of this report; and then on the 2nd of June, Dominion Woollens and Worsteds 
wrote saying what Mr. Knight has explained; namely, that this should be 

~ amended. And I have simply asked that we get the effect of that request in 

t pencil on here so that we can see what the effect of their request was. 

E Mr. Tuarcuer: I understand that. 

> Mr. Dypvr: Now, we still have to find out why the request was made and 

_ the effect of it, but I think we could best do that through trade witnesses them- 

selves; because; of course, Mr. Knight does not know the reason why particu- 
larly, other than the material he received, why the request should have been 

_ made. | 

- Mr. TuHatcuer: Well, that doesn’t make it just clear to me, I don’t just 

_ follow it. 

: The Witness: Then, instead of 25-5, you would then have 20:5. : 

4 Mr. Dype: Now, Mr. Chairman, I suggest that we go back to page 1 of 

: 

> 


die ail 


this report and I would like to go over it page by page in case there are any 
questions that any member would like to ask. I have no questions on page 1. 
I have no questions on page 2, other than to underline for later significance 
e figures 9-9 per cent in the sales figure which occurs about half way down 
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the page; but other than that I have no questions. I have no questions on. 


page 3. I have no questions on page 4; nor have I on page 5; nor have I 
on page 6. 

Mr. THatcuer: Might I ask Mr. Knight, if this is the proper place, how 
he found labour conditions generally in these mills. Would that be an appro- 
priate question to ask or should I wait until the witnesses come before us. 

The Cuarrman: I think you probably had better ask the witnesses when 
they are here. 


Mr. Tuatcuer: All right. I see Mr. ‘Knight has figures on labour and 
overhead combined. 


Mr. Dype: I have no questions on page 7, except towards the bottom of 
the page. I think that we might look at the table at the bottom of the page 7, 
for a moment. Are we there drawing comparisons between the companies in 
this particular table, Mr. Knight? Are we there drawing comparisons between 
the column headed “Dominion Woollens and Worsteds” and the column headed 
“Paton Manufacturing Limited”; because, obviously, the percentage figures 
are very different. ; 


The Wrrness: I think in making any comparison of that nature one 
should take into consideration the different manufacturing policies and opera- 
tions of each of the companies concerned. If you have any questions to ask 
as to these policies or operations I am sure the trade witnesses will be better 
qualified to answer them than I am. 

Mr. Irvine: There seem to be tremendous fluctuations there. 


Mr. Dype: There are not only fluctuations, Mr. Irvine; but I am impressed 
by the fluctuations within the companies themselves, as also as between the 
companies. 

Mr. Irvine: Yes. 

Mr. Dype: I am just wondering whether Mr. Knight could help us at ail 
in that respect. Maybe we will have to get it from the trade witnesses. I don’t 
know. Is there anything you would care to add to what you have said? If 
not, let us know and we will pass on. 

The Witness: No, Mr. Dyde. 


Mr. Tuatcuer: Mr. Knight, are each of these companies making relatively 
the same products? Are they in competition with each other? I mean, they 
are making roughly the same products, each of the three companies mentioned, 
aren’t they? 

The Wrrness: Well now, Mr. Thatcher, Ayers Limited have quite a large 
business manufacturing papermaker’s felt. That is the technical term for that, 
I think perhaps we would know them better as the very, very large blankets 
which carry the pulp. That is a large portion of their operation, and to the 
best of my knowledge and belief I do not believe that Dominion Woollens and 
Worsteds or Paton Manufacturing go into that at all. 

Mr. THarcner: And can you tell us whether these companies have any 
- patented processes which are exclusive to them, for instance, such as we had in 
C.1.L. and Celanese and companies of that kind? Are there any special processes 
that they base their operations on? Do you happen to know that? 

The Witness: We would not normally run into that, Mr. Thatcher, in 
the work that we have been performing for the committee. 

Mr. Tuatcuer: I see. 


By Mr. Dyde: 
Q. I just wanted to call attention to one thing, Mr. Knight, when we are 
talking about a comparison of these companies I was thinking of the schedule 
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at the foot of page 7; and the schedule at the foot of page 7 does not include 
_ Ayers. It includes only Dominion Woollens and Worsteds and the Paton Manu- 
facturing Company Limited. Now, are they comparative at all, do you know, 
in their manufacturing processes?—A. Well, I think if we turn to page 11, 
of this report you will see the type of product that these firms have reported 
as being representative of their largest selling lines, and I think these indicate 
‘in a general sense that the two firms may be somewhat comparable. 
™, Q. Do you know whether the processes in Dominion Woollens and Worsteds 
and the processes in the Paton Manufacturing Company take the product 
through the same stages to the finished product; or, are you not familiar with 
that?—A. Well, in making the return to the special parliamentary ques- 
‘tionnaire Dominion Woollens and Worsteds supplied us with the history of 
their company and of their operations; and, as I recall, they made a statement 
in there to the effect that they were not comparable, and they have given the 
technical reasons why. 
: Q. All right, thank you. Then, we have copies of that statement and we 
will see it later, gentlemen. On page 7, have you gone along into the first 
quarter of 1947 and looking at the column “operating income’, I find that the 
operating income in the first quarter of 1947, which is completely under price 
control, is -148 in Dominion Woollens and Worsteds Limited?—-A. That is 
— correct. 
. Q. And that following decontrol I see the figures under there go from 167 
to 113 and to 163; and the total of that column I find comes to 591; and when 
_I divide that by 4 I get a figure of 147-75—don't worry about my mathematics 
-—but is that a fair way of finding out whether the operating profit in the first 
quarter of 1947 is average for the year or not?—A. I would say that that 
would be an unweighted average. 
a Q. Yes—A. To get the weighted average you would have to make your 
calculation on a different basis. 
% Q So we must not do what I have just done?—A. Well, not for purposes 
of comparison. 
_ Q. ~Well then, taking Paton Manufacturing Company Limited, and starting 
_ with the first quarter of 1947 and looking at the right-hand column; I see there 
the first quarter was :676.—A. That is correct. 
L Q. And the second quarter -083; and then going on to -103 and -159 then 
_ dropping back to -045. Is there anything in the information that you received 
_ which gives any explanation of the fact that Dominion Woollens and Worsteds 
seem to have reached their highest figure in the first quarter of 1947 while the 
Bother company has reached almost its lowest figure in the first quarter of 1948? 
‘Tf there is nothing, Mr. Knight, that helps to answer that, just let me know 
and we will go on—A. Well,from the study before us, Mr. Dyde, it would 
x appear that in the case of Paton Manufacturing Company Limited their labour 
represented 31-7 cents of the sales dollar for the first quarter of 1948, whereas 
in the fourth quarter of 1947 it only represented -236; I think that perhaps if 
_ the trade: witnesses were requested to explain that you would get the reasons 
_ for the-decrease to which you refer in the Paton Manufacturing Company. 
o Q. Right. Then, if we look at Dominion Woollens and Worsteds under 
the same column and for the same period, I find that in the fourth quarter of 
_ :1947, the figure is -301 under labour, and in 1948 that dropped to +253, under 
~ labour.—A. There is one interesting point there, you have received a list of the 
price changes from Dominion Woollens and Worsteds and you observe that the 
_ prices of the articles that were reported increased on the 15th of January, 1948, 
and a further slight increase in certain commodities on February 15, 1948, 
which may account in part for the fluctuation to which you refer. 
Q. Raw material, Mr. Knight, is shown under the first column of Dominion 
Woollens and Worsteds; raw materials, wool and raw materials other. Now, I 
15316—4 
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see there that raw materials, wool in the fourth quarter of 1947, is shown as — 


being -337, and in the first quarter of 1948 it is 3-69; on the other hand, other 
raw materials is -034 in the fourth quarter of 1947 and -032 in the first quarter 
of 1948.—A. Yes. : 

Q. Now, I think you have sufficient familiarity to be able to explain to us 
the relative importance of the cost of raw materials, wool and the cost of raw 
materials, other; because, obviously one went up and the other went down.— 
A. As with cotton, the cost of the raw wool has been increasing—I haven’t got 
the statistics of the increases that have taken place, but I do know that the 
price of raw wool has increased. 

Q. Well then, have we got any explanation for the fact that when I drop my 
eye to Paton Manufacturing and compare exactly the same quarters, and then in 
the last quarter of 1947 and in the first quarter of 1948, I find that their cost of 
raw materials, wool went down?—A. There is a possibility there might be there 
amongst other factors is that they were using wool that they had purchased on 
a somewhat favourable price basis earlier. 

Q. Now then, when you come back to the relative importance of these 
two columns, raw material, wool and raw material other, can you say anything 
on that?—A. Raw materials other represent chemicals, dyes and supplies of 
that nature, which form a component part of the finished product. Raw material, 
wool, of course represents raw wool entering into the product. 

Q. But you would not be able to tell us in the cost of the process which 
was the largest item? No doubt the trade witnesses will be able to explain.— 
A. Oh yes, the figures I think reflect that, Mr. Dyde. Take the last item in the 
first quarter of 1948 for Paton Manufacturing; on the sales dollar 34-9 per 
cent is wool and only 7-2 per cent is other. 

Q. Yes, thank you. I have no questions on page 9. On page 10, I have a 
question with reference to the last paragraph. 


Mr. THatcHer: On page 9; I wonder if Mr. Knight would state whether é 
he found in a general way any excessive or high inventories on hand when’ 


ceilings came off? If you have to look it up, well I can look it up too. I-can — 


do that later on. I just thought you might be able to tell us off hand. 


The Wirness: I am not quite prepared for that question, Mr. Thatcher; 
but I can say that in the return of the companies to the special preliminary 
questionnaire, on page 10, of my report, Mr. Thatcher, the inventories reported 
by these companies at the end of each opening period in the first quarter of 
1947, have been added, and I think the table indicates any fluctuation in inventory 
that may have taken place. 


By Mr. Dyde: 
Q. Coming down to the bottom of page 10, Mr. Knight, you see the 53,000 


yards given; and you see, that appears to be greater than average. Is there any 


information, as far as you recollect it, provided to you by the company in that 
particular case which explained why there should have been such a considerable 
increase in that figure?—A. I do not recall, but they could easily give you 
what you want. 


Q. All right, we will leave that then for the moment. On page 11, I think © 


you will have to help us as far as you can in one or two questions, and we may 
have to refer to the schedules in this connection. I am looking at the paragraph 


which commences, “Dominion Woollens and Worsteds Limited, state in their 
return that due to the sharp rise in the price of wool they find it necessary to 


base their selling prices commencing in April, 1947, on the replacement cost 
of raw materials rather than the actual cost of materials shown by their books.” 


Is there any explanation which you recall, so far as you remember, as to why 
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it became necessary at that date, namely April, 1947, if it had not been necessary 


_ previously?—A. I think at that time the subsidies and price ceilings on raw 


wool were removed, and in that case the company would have to pay the current 


market price for their wool. Now, as the market has fluctuated in an upward 


direction the company would have to protect themselves by making provision 
for the cost of wool which they would have to purchase to fulfil their 


commitments. 


Q. All right. Now then, I understood from your answer that you got 
sufficient of the history of the company’s operations to be able to tell us why 
in April of 1947 this particular company was following the same practice of 
policy as prior to price controls?—A. In what way, Mr. Dyde? 

Q. I mean, as you have it in your exact statement there; that it became 
necessary in April of 1947. Had this company done the same thing prior to 
mee control, or do you know?—A. I actually do not know without looking 
it up. 

Q. You have said in the following paragraph, the Paton Manufacturing 
Company Limited have included in overhead as a component of cost, items other 
than operating expenses. Does the Paton Manufacturing Company Limited 
differ in that respect from the Dominion Woollens and Worsteds?—A. Yes, I 
think they do, in this instance. 

Q. And the fact that you consider it as being important I take it is indicated 
by the paragraph which you have put in here, and what I really want is for you 


~ to tell me what the significance of it is—A. Of what? Oh, Paton Manufacturing 


Company Limited; in addition to overhead there was added interest on bonds 
in arriving at the over-all cost. 
Q. Now, the questionnaire which was sent out asked for a return on a specific 


basis, did it not?—A. Yes. 


Q. Were the returns made on the basis on which they were requested?—A. 
Yes. They were made on the basis on which they were requested, and the figures 
on raw material, labour and overhead were explained to our representatives 
when they went to these firms, and that is the way in which we have been able 
to supply this information to the committee. 

Q. Yes. I am still not quite clear in my mind whether we should read the 


- paragraph regarding Dominion Woollens and Worsteds Limited in the same 
way as they also included in overhead items for operating expenses?—A. Not 


to my knowledge, Mr. Dyde. 

Q. And so that we are going to have difficulty in comparing these two 
companies the one with the other from that point of view also?—A. From that 
point of view, as referred to here, yes. 

Q. And we will have to take each company on its own basis, individually? 


eA. Yes. 


Mr. Tuatcuer: Well, Mr. Dyde, isn’t that going to throw us all off; if I 


- follow your reasoning? 


Mr. Dypn: It is going to throw us off to this extent, that it is going to 
be difficult for us, for the reasons which we have just been going over, to make 
a comparison between one company and another. It is going to be a little 
difficult. : 


Mr. Tuatcuer: Why could not Dominion Woollens have submitted their 


records the way the other ones did too? 
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The Witness: They did. 

Mr. Dype: What Mr. Thatcher really means, Mr. Knight, is this; if both 
companies answered the questionnaire in exactly the same way why could we 
not compare them? 
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The Wirness: Because in answer to the questionnaire they gave the infor- : 
mation in accordance with their books and records, and that is the information . 
which we have brought before the committee. 


Mr. Dypr: That is not exactly the same, I take it: Is that right? We 
are not understanding one another, I think that is all. You have chosen to put — 
in this special paragraph with regard to the Paton company, and we are — 
wanting to know why it is important for us to know that. : 


The Wirness: Well, first of all, each of these companies reported the — 
information in accordance with their own cost system, and as you will observe — 
in the case of Dominion Woollens, they have been following since April, 1947 © 
two different methods which they have shown side by side. 


Mr. Dypr: Yes. 


The Wirness: In the case of the. Paton Manufacturing Company, in 
addition to— 


Mr. Dypr: Now, don’t just repeat what is in that paragraph. Tell me why 
that paragraph is there. 


The CuairMaAn: Do you want any help? 


Mr. Dype: You take a minute, because this is of sufficient importance that 
I would like to see if we can get your reasons. : 


The Wrrness: The questionnaire, Mr. Dyde, on statement No. 6, of the : 
special preliminary questionnaire to the company, the company reported their — 
costs in ‘accordance with their own records. 


Mr. Dypr: You have the point right there. 
The WITNEss: Yes. . ; 
Mr. DypvE: Go ahead. : 


The Wrrnuss: I think in fairness to all concerned in this matter, every _ 
company does not have the same system of costing. As a matter of fact, there — 
are many systems of costing which vary from the corner merchant who has a : 
system in his head to a large corporation which may have alternative systems — 
of costing, depending on the purpose for which they intend to use the costs. — 


Mr. Tuarcuer: But is it not a fact that raw materials, for instance, are — 
costed on replacement value rather than on actual cost, thereby putting in a 
fictitious figure. What we are interested in is the actual cost and the actual — 
profit. ¥ 

‘Mr. Dypr: Of course, we have got that as far as Dominion Woollens go, 
because they have considered both ways. | 
| 


gered 


Mr. TuatcueEr: I see that. | 
Mr. Irvine: Why did they want to put it in? SP | 
Mr. Dype: I think it would be difficult for Mr. Knight to answer that, as | 
to why. I think I must still take the position from which I started; namely, 
that it now appears to me—and you tell me if I am wrong, Mr. Knight—it now _ 
appears. to me that because of the difference in costing systems we must be 
extremely careful if we compare one company with another. : 
The Wirness: That is true, Mr. Dyde. E| 
Mr. Dypvre: Therefore we must not just look at the fact that one company a 
is making yarn dyed worsted and another company is making yarn dyed worsted 
and assume those two figures, because a lot of factors may affect, or enter into — 


the question of comparison. 5 
The Witness: That is correct. 


- 
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By Mr. Winters: 


_ Q. What else would they include in overhead? You said bond interest. 
What other items. Their overhead does not look too much out of line with the 
other companies.—A. Yes, I would have to check into very voluminous returns 
to prepare those figures for you. 

Q. There could not be much?—A. No it is the difference between the 
figures. I am sorry I cannot give it to you at the moment. 


By Mr. Dyde: 


Q. Perhaps you could look that up and give it to us at a later session. Is 
there anything further which you can add to what you have already explained 
as to the system of standard costing used by Ayers Limited. I would like to tell 
you Ayers Limited is using a basis of standard cost and the others are not but 
that is perhaps not what you mean?—A. In the case of Ayers Limited they are 
a private company. They do not take an interim fiscal inventory and con- 
sequently to arrive at their cost they estimate what their costs will be—a com- 
mon custom—and they apply those costs to their operations and then when 
the next accounting period ends they see how close they were in their estimate 
of the costing and they will amend their standard costing up or down as the 
case may be in accordance with the estimate they have made. That is a widely 
used method. 


| Q. I have no questions on page 12 until I come to the bottom of the page. 
_ My question there is with reference to the last two sentences on the page. Would 
you be good enough to say exactly where that occurs in schedule C8? Where 
- do we look in schedule C8 to find proof of what you tell us there?—A. If you 
will look at the bottom of C8 you will see Ayers Limited. You will observe 
_ opposite the year 1945 capital employed fell from $4,085,000 down to $1,468,000 
and in the succeeding year it was only $1,680,000. The reason for that is that 
in the year 1945 there had been a large surplus account in which was included 
the sum of $2,749,000 which was disbursed in the form of dividends to take 
advantage of section 96 of the Income Tax Act which applied to private 
companies. 


: Mr. Winters: What does it say, basically? 


> The Wrrness: I did prepare an explanation of that section of the Act. 
This I submit on my own authority entirely. In the years preceding World 
_War II the proprietor of a business operating as a private limited company 
generally drew a salary sufficient to meet his normal needs and left the profits 
of his company to accumulate in the surplus account. In the event of his 
_ wishing to draw from the company a sum in addition to his salary then a divi- 
-dend was declared. By and large however the surplus accounts were not 
distributed but left to accumulate and by 1939 many companies had sub- 
stantial balances showing in their surplus accounts. Shortly after the start of 
- World War II the tax increased to such an extent that a proprietor who wished 
to withdraw funds by the way of dividends out of the pre-war accumulated 
q surplus found himself paying a very substantial tax compared to another chap 
- who had taken the money out and put it in the bank. He added this dividend 
- to his income and put himself in a tax bracket which left very little for himself. 
That is a broad explanation of why relief was granted under section 96 of the 
Act, to allow people in that position to take that part of the surplus account 
_ which had been accumulating up to 1939 and distribute it, if they took advantage 
: of the section immediately. It fell very heavily on the estates of some of these 
i proprietors. When they died their estate was suddenly confronted with 
enormous taxes. 
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Mr. Tuatcuer: When was that put in? 

Mr, Dype: It would be in 1946 would it not? 

Mr Knicut: It would be in 1945. 

The Cuamrman: It was recently enough to get your approval. 
- Mr. McGrecor: Is it still in effect? 


The Wirness: Advantage had to be taken of this section before the 
31st of December, 1947. 


Mr. Irvine: I was wondering how it happens that in 1945 the capital is 
$4,000,000 and in the next year it is $1,468,000? 


The Witness: That is because they distributed this dividend that we 
referred to at the foot of our report. 


Mr. Irvine: That is what you are trying to explain? 
The Witness: Yes. j 
Mr. Irvinn: I guess I am just a little behind you on the trot. 


By Mr. Dyde: 


Q. The question arose because I wanted to find out where the figures were 
which backed up the last two sentences on page 12 of the narrative, and 
Mr. Knight has given us the figures. In connection with schedule C8 you put 
at the bottom of Ayers Limited the average from 1936 to 1947, and the 
average figures are put across the bottom. Are those useful figures in the ‘ 
case of Ayers? Do they serve any particular purpose for us in view of what 
has taken place in Ayers Limited history?—A. I would say they were, to 
this extent. We have in making or compiling schedule C8, and compiling B8 
with respect to cotton, and D8 with respect to artificial silk and nylon, used 
the same yardstick throughout because we felt if we stuck rigidly to that 
yardstick the committee would get a better over-all picture and we have not 
deviated from that in any instance. 


Q. There are a number of items which I want to add to Mr. Knight’s | 
schedules at the back of the report. There is one series of figures which I_ 
would prefer not to start upon because it is going to take me more time than is ; 
available. Those figures are a little complicated and they are important. | 
T would ‘however put on the record this evening some figures which Mr, Knight 
can add for us in schedule C8, which is the last page of the book, “inventory — 
reserve history of Dominion Woollens and Worsteds Limited”. I would like 
you to look at the second set of figures +o the right hand side of the page and | 
to point out for the committee the inventory reserve taken or not taken by# 
Dominion Woollens and Worsteds Limited for the various years under review. — 
I would like and perhaps the members of the committee would also like to | 
have the figures and Mr. Knight perhaps you can suggest where to put the | 


| 


figures which you are giving us?—A. If you will observe on schedule C88 
Dominion Woollens and Worsteds Limited, in the fourth column, under the 3] 
heading “after adjustment of inventory reserve and capital employed”, the | 
figure $2,646,000. Next to that figure there should be either a dash or the word | 
nil as there was no inventory reserve taken off that year; likewise in the | 
following year it is nil; likewise in 1938 it is nil; in 1939 nil; in 1940 there ‘ 
should be the figure $360,000 opposite the figure $2,688,000; in 1941 the figure | 
$16,000 should be shown; in 1943, adjacent to the figure $3,207,000 would be— 
the figure $81,000. In the following year, 1944, in red, opposite the figure | 
$3,292,000 there should be a figure in red of $42,000; likewise in the next year, | 
1945 adjacent to the figure $2,032,000— & 


Mr. TuarcHer: Are you not a year behind? Is it not 1944 that is 
$2,032? £ 


PRICES BM 


= 
ed 
» 


Mr. Lesacn: It is 1944. 
_ Mr, TuHatcurr: What is the figure? 


_ The Wirness: The red figure is $108,000 meaning a reduction in the 

“reserve. The following year 1945, opposite the figure $2,239,000 the entry is nil; 
the following year, 1946, opposite the figure $2,245, the entry is nil; in the 
last year, 1947, opposite the figure $2,863,000 the figure is $463,000. 


Mr. let erin What does all this mean? 


Mr. Dype: I would like to deal with that later. Now, having received 
the figures, if it suits the convenience of the committee I would like to 
adjourn because from here on it is rather complicated and it will take time. 


By Mr. Lesage: 


Q. Do I understand capital employed as mentioned there does include the 
accumulation of inventory reserve?—A. Do you refer to the $2,863,000 in 
(1947, in the fourth column? 
eB: Q. Yes?—A. Yes, and if you wish to calculate the amount of that 
accumulation : all you have to do is to deduct the $2,093,000 in the first column. 
: Q. That is: right, but what I mean is that the percentage of profit to 
-eapital would be higher if this figure did not include inventory reserve?— 
A. It would be a little higher, yes. 

—  Q. Not very much?—A. Not appreciably. I cannot understand the basis 
for requiring a calculation of that nature? The reason I say that is if you were 
to deduct this accumulated inventory reserve from the capital employed, i 
order to arrive at your percentage you would also have to deduct the melt 
tory reserve from net profit. That*is speaking from an accounting standpoint, 
entirely. 
Q. From the accounting standpoint, yes, but I asked it for a reason which 
wou will no doubt guess. 

The CHAIRMAN: Mr. Maybank has asked me to tell the members of the 
“committee that sometime this evening he will be contacting the subcommittee 
‘in connection with its report. Depending on the progress that the sub- 
“committee is able to make in connection with its deliberations and regarding 
‘its report, the committee may be summoned at any time tonight, tomorrow, 
‘Saturday, Sunday or Monday, and I hope the members of the committee 
will find it convenient to be within the vicinity of the call of the chair. 


The meeting adjourned to meet at the call of the chair. 
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MINUTES OF PROCEEDINGS 
Turspay, June 22, 1948. 


The Special Committee on Prices met at 11.30 a.m., the Chairman, Hon. 
Mr. Martin, presiding. 


_ Members present: Messrs. Beaudry, Fleming, Harkness, Irvine, Kuhl, 
Lesage, McGregor, Martin, Mayhew, Pinard, Winters. 


Mr. H. A. Dyde, K.C., Counsel to the Committee, in attendance. 


_ Mr. A. G. S. Griffin, Secretary, Wartime Prices and Trade Board, was 
recalled and further examined. 


Witness retired. 


Mr. Henry Barrett, President, and Mr. S. W. Haufschild, Secretary- 
‘Treasurer, Dominion Woollens & Worsteds, Limited, Toronto, were called, sworn 
and examined. Mr. Barrett produced copies of the Company’s Nineteenth 
Annual Report, 1947, and copies of answers to questionnaire, including a memo- 
randum which he read into the record. Mr. Barrett filed cloth samples identified 
as follows: 

No. 14148. Exhibit No. 145—Yarn dyed Worsted clothing, 

Nos. 50001 and 50002. Exhibit No. 146—Yarn dyed Worsted Suiting, 

No. 7053. Exhibit No. 147—Stock dyed men’s tweed, 

No. 5189. Exhibit No. 148—Stock dyed Elysian o’coat. 


At 1.00 p.m. witnesses retired and the Committee adjourned until 4.00 p.m. 
this day. 


4 AFTERNOON SITTING 


The Committee resumed at 4.00 p.m., the Chairman, Hon. Mr. Martin 
presiding. : 
Members present: Messrs. Beaudoin, Fleming, Irvine, Kuhl, Lesage, 
McGregor, Martin, Pinard, Winters. 
e Mr. H. A. Dyde, K.C., Counsel to the Committee, in attendance. 


Mr. Barrett and Mr. Haufschild were recalled and further examined. 
4 During proceedings, Mr. Winters took the Chair in the temporary absence 
of the Chairman. 


% At 6.05 p.m. witnesses retired and the Committee adjourned until 
Wednesday, June 23, at 11.30 am. 


R. ARSENAULT, 
Clerk of the Committee. 
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| MINUTES OF EVIDENCE 
Hare or COMMONS, 
JUNE 22, 1948. 


© The Special Committee on Prices met this day at 11.30 a.m. The Chairman, 
Hon. Paul Martin, presided. 


4H 
The Cuarrman: Gentlemen, the meeting will come to order. 
Mr. Fuemine: Mr. Chairman, may I mention one matter which arises partly 
‘out of newspaper reports appearing in the last twenty-four hours which have 
either been the occasion of or accompanied by a great many rumours. I think 
‘at this time the air should be cleared of these many rumours which are going 
‘about. I am not going to review any part of the articles in the two Ottawa news- 
apers last night which were dealt with in the House of Commons this morning 
mM a question of privilege. However, in yesterday afternoon’s edition of the 
Ottawa Journal there is a matter relating directly to this committee and its 
report which is in the course of preparation. After referring to the report dis- 
cussed in the House this morning about proposed tax reductions on consumer 
goods the report on page 6 says: 
s A special report which has been made to Health Minister Martin as 
chairman of the Prices Committee concerning the “urgent” need of 
“immediate” legislation to limit corporate profits. The drafting and 
content of this special report to Mr. Martin have become common 
knowledge even among the opposition members of the Prices Committee. 


This report to Mr. Martin set out: 

1. Evidence before the Prices Committee had shown some corporate 
profits to have been excessive to the point of victimizing Canadian 

consumers ; 

2. It was urgent the government “immediately’—before the end of the 
current session—should move to place a tighter control, perhaps 
even a lower ceiling on corporate profits. 


_ Then there is this paragraph in heavy type: 
Mr. Martin was believed to have discussed this report with Justice 
Minister Isley, for preparation perhaps of the necessary legislation, and 
is known definitely to have discussed it with deputy committee chairman 
Ralph Maybank, Liberal M.P. for Winnipeg, and with C.C.F. members 
Angus MacInnis and William Irvine. 


_ That is the report in the Ottawa Journal. I am informed also that the 
ancouver Sun has also carried in the past twenty-four hours a news report to the 
effect that a confidential report has been made to you, as chairman of this 
committee, by Mr. Dyde, committee counsel, in which Mr. Dyde has recom- 
mended first the removal of a number of taxes, including the excise tax imposed 
last fall, as well as other taxes on consumers’ goods. Mr. Dyde is secondly 
alleged to have recommended the re-imposition of the excess profits tax. Mr. 
Chairman, I was going to ask you to clear the air on this matter for my own 
benefit, as a member of the subcommittee appointed to draft the report. I have 
heard nothing of any of these things and particularly the matter referred to in the 
Ottawa Journal reporting that the drafting and contents of this special report 
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to Mr. Martin have become common knowledge even among opposition members. 
of the Prices committee. As far as I am concerned it is not true. As you know, 
the subcommittee has had but one preliminary meeting, and the benefit of some 
notes made by Messrs. Richards and Lewis. Certainly Mr. Dyde has made no. 
report of which I am aware and I would ask you to make a statement, Mr. : 
Chairman, to clear the air. ' 


The CuairMan: I have no confidential report from Mr. Dyde nor from any-— 
where else. Not having had such a report I could not have discussed it with 
Mr. Isley with whom I have never discussed the matter. The whole report -is 
simply fantastic. I am sure that Mr. Dyde and Mr. Irvine, who have been | 
mentioned, will speak for themselves. ; ) 


Mr. Irvine: I feel quite flattered, Mr. Chairman, that you should have 
consulted me in the matter. I can assure you that had you done so I would have : 
given very sound advice, but unfortunately I know nothing whatever of the 
matter. 


Mr. Dype: I have made no report to you, Mr. Chairman, nor to anyone else 
- with regard to the work of this committee. 


The CuairMan: Let us get on with our work. 


Mr. Fuemine: Thank you, Mr. Chairman, and I hope your remarks will : 
put those rumours at rest. 


Mr. A. G. S. Griffin, Former Secretary Wartime Prices and Trade 
Board, recalled: 


Mr. Dype: You have already been sworn, Mr. Griffin? 
The Witness: Yes. 


Mr. Dype: You have a memorandum prepared and I would ask you to read | 
it to the committee. 


< 7 = 
The WITNnEss: 
Mr. Chairman A 


1. Introduction. Canada’s wool industry somewhat resembles our cotton | 
industry in that we are dependent on outside sources for a very large proportion 
of our requirements of fabrics. Indeed there is no aspect of domestic wool opera-— 
tions in which we are anything like self-sufficient. We are thus, to a notable 
extent, subject to the vagaries of world market conditions both in respect to prices | 
and supplies. 2 | 


2. Speaking very generally, the wool industry manufactures two types of | 
fabrics which, for the sake of clarity in reference, I shall describe as follows: | 


(a) Woollen Fabrics. This process involves merely the spinning of the raw | 
wool into yarns and the subsequent weaving of the yarns into fabrics. | 
The cloth resulting from this process is used in blankets, overcoatings _ 
and some suitings. 


Worsted Fabrics. Here there is an additional process introduced. They 
raw wool, which is usually of a finer quality to begin with, is combed; | 
that is, the fibres are placed parallel and combed into what are known | 
as “worsted tops”. The tops are then spun into yarn, and weaving 
follows. This cloth is widely used in men’s and women’s suits. The two — 
types of wool fabrics are usually distinguished by separate terme 
“woollens”, and ‘“worsteds”’. % 


—_—~ 
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3. Raw Wool. Our own domestic raw wool clip does not look after more than 
6 per cent of our requirements. Furthermore, the greater proportion of the 
ymestic clip is in wools suitable for woollens rather than worsteds for which 
y ae consumers are showing increasing preference in men’s and women’s 
clothing. 
. 4. At the beginning of the recent war, the United Kingdom entered into a 
raw wool contract with Australia and New Zealand. This arrangement provided 
that the United Kingdom should buy the entire clips of both countries for each 
war year and one year thereafter. Out of this contract, Canada’s requirements 
of raw wool were met and it is a fair general statement that, as in raw cotton, 
raw wool itself has not been a bottleneck in production of fabrics either during 
the war or thereafter. 


s 5. Worsted Tops. It is in the field of worsted tops that our main shortage 
problems have centred. Prior to the war and up to 1942, there was practically no 
combing capacity in the country at all. Thus, we were dependent almost entirely 
on imports to satisfy even the relatively modest demand for worsteds which 
existed in those years. This deficiency was relieved by the establishment during 
the war of a commission combing plant, but the greater measure of self suffi- 
ciency thus afforded was later offset by the establishment of new spinning 
capacity. The result is that spinning still outruns combing by a substantial 
margin. It is estimated that about 40 per cent of the industry’s requirements of 
worsted tops are being met by domestic output. 
fs 6. 1 shall not take the time of the committee to recount the difficulties we 
continually faced in the Prices Board trying to obtain suitable allocations of 
tops from Great Britain every four months,—the allocation periods. It is 
sufficient perhaps to note that the claimants on supplies were numerous, world 
demand was virtually insatiable and latterly we were bidding in an open, global, 
export pool which, in the dying days of British Wool Control, had been devised 
as an intermediate step in the transition from categorie “country” allocation 
to completely free marketing. To add to our recurring headaches in this com- 
modity, British combing was drastically affected by the coal shortage last year 
and there was a critical period in the spring of 1947 when we were doubtiul 
whether any supplies of tops, particularly fine merinos, would be forthcoming 
at all. I have lingered for what might seem an undue time on this question of 
tops because I believe it will prove to be of considerable significance in your 
examination of prices., Later on, I shall show you what world prices have 
Been doing in this commodity over the past few years. 
7. Yarns. Before moving on a discussion of fabrics. I should like to touch 
riefly on yarns. Canada’s primary wool industry produces about 95 per cent 
of the yarns which it requires for weaving into fabrics and for knitting purposes. 
ut similarly as in cotton, the 5 per cent deficiency is of an importance out of 
proportion to its size; all imports of yarns are in worsted, and of our total 
‘available supplies of worsted yarns, about 25 per cent are imported. 
8. Domestic yarn output is divided 80 per cent woollen, 20 per cent worsted. 
Most of the total yarns produced in Canada are woven into fabrics but roughly 
a quarter of the production finds its way into the knit goods industry for the 
manufacture of socks, underwear, sweaters, et cetera. About 5 per cent goes 
‘into the retail stores and is sold over the céunter for hand-knitting purposes. 
‘There was a tendency during the war for imports of yarn, which I have already 
‘noted are entirely in worsteds, to concentrate in the handknitting variety. The 
Prices Board was obliged to place some restriction on the quantities of this type 
eligible for import in order that a proper balance between users could be main- 
tained in light of the special production program of wartime. 
9. Fabrics. The Canadian primary industry has never produced enough 
‘ool fabrics to look after all requirements. Domestic production has been 
irly consistent at about two-thirds of consumption. Please turn to Table 1. 
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You will note, Mr. Chairman,.that table 1 is headed “apparent suppl 
of. woollen ‘fabrics and wool, from 1935 to 1948, in millions of yards.” Th 
column at the left is headed “domestic production,” starting from 17,000,00 
yards in 1935, ending in 1947 with 28,000,000 yards. The next column i 
headed “imports” and the final column is headed “total supply” which is the 
addition of the first two columns. j 
- You will see that in 1940 a marked increase in production took place 
The reasons for the increase were much the same as those which applied t 
cotton and rayon and to which I have already alluded. This high level, which 
represents practically double pre-war production, has been maintained into 
the post-war period to the end of 1947 and there are no present influences, other 
than perhaps the continuing high prices of imported raw materials, which might 
bring about any significant decrease in 1948. i 
10. May I refer you to table 2, for a detailed description of Canadian 
production. | 
In this table you will note the calendar years 1933 to 1946 are shown and 
the breakdown of domestic production is as between woollens, worsteds, and a 
combination of woollens and worsteds, and others not specified. ‘The total, 
figures balance with the figures shown on table 1. 


The CuaAirMAN: We notice what you said, “you hoped.” 


The Witness: The principal point worthy of notice is the relatively small 
production of worsteds in relation to woollens;—the ratio in 1946 was approxi-_ 
mately one to three. Imports for 1946, on the other hand, were in the ratio of 
one of worsteds to two of woollens and, in 1947, were about equally divided as. 
between the two. This illustrates further the growing and insistent emphasis” 
in Canadian demand for worsteds. . | 

11. For a more complete breakdown of fabric imports will you now refer 
to table 8. - 

I think that table is more self-explanatory. + 

Virtually all our imports of fabrics have invariably come from Great Britain. 
These imports, as you will see, were generally maintained during the war and 
have continued since; they were augmented heavily during 1947 by imports from 
the United, States, not previously a supplier of wool fabrics to Canada in any 
volume. The reasons for this rather startling and sudden development can be 
attributed, I think, to comparatively depressed market conditions in the United | 
States following the violent price advances which succeeded the death of O.P-Age| 
in that country. An additional factor was the pent-up demand in Canada arising 
from wartime shortage of supply. a 

12. Summary. That, Mr. Chairman, concludes this outline of the structure | 
of our primary wool trade. To summarize the position for 1948, I would | 
estimate that there will be no physical shortage of raw wool, yarns or fabrics. 
Tops may conceivably continue as a bottleneck but in this, as indeed for all other | 
components, the principal limiting factor would appear to be the high prices of 
imports. In that connection, I have submitted 3 schedules of comparative | 
prices numbered tables 4, 5 and 6 and I should like to express the same caution | 
in the use of these figures as I did jn the case of cotton fabrics. They are by no | 
means arbitrary statistics and are intended only to provide an impression. - = 

13. Prices—Raw Wool. Table 4 shows the movement of raw wool prices” 
for 1939, 1946, 1947 and 1948. You will see that generally speaking the in| 
the wool the greater the increase. Bearing in mind the tendency I have described _ 
for demand to shift to fine worsteds, you can visualize the impact of these 
Increases on worsted yarns and fabrics. The prices shown under 1946 were the -| 
last controlled prices in the world’s primary wool markets; thereafter world 

wool auctions were resumed and open market bidding recommended. es 
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14. Prices—Worsted Tops. Table 5 will show you a comparison of prices 
for Bradford tops for the same years as for raw wool. Here again you will 
_ note that the finer the qualities the more severe the increases. I should point 
out that in 1947, because of the shortage of Bradford tops, many Canadian mills 
were forced to buy substantial quantities in the United States at prices 
- considerably. higher than U.K. quotations. 

ta 15. Prices—Wool Fabrics. I must apologize for table 6. I had hoped to present 
_ -a rather more detailed breakdown but the best obtainable at rather short notice 
is the Dominion Bureau of Statistics’ wholesale cloth index of domestic woollen 
and worsted prices. It is noteworthy that all wool subsidies were terminated 


TABLE 1 
APPARENT SUPPLY OF WOVEN FABRICS OF WOOL* 
1935-1948 


(Unit—millions of yards) 


Domestic Production Imports Total Supply . 

OBB Ne ai ic oaiets ten tae lee whods. sacs acaba areas: S 17 IE 28 
OS Gia ses etelecretare athe sie shay oveapilacoupher sade 18 12 30 
OSes ta avsltabeh ste Giieie Glas tule one uhaeeme Stes s 18 14 32 
DOS Bey he ee Chcue rs les eee ails a: ehoca ites eiieeray 14 by 25 
LODO Ba tebe easter oa othe seats o heveratianete 17 beg 29 
1935-1939 average «.........0.6. 17 12 29 
GE (ieee ana ces" Neh al ckiomagarte’ ca: 96) rbraneicor 26 15 41 
WIENGES AS Pa, cheeses ahe Sie farsiaiel gyave ortmagaiat « 27 14 41 
OB ies Mage a wee id oka aac ie aoe ler oeel Sis 28 13 41] 
NA iar ere rebar araieee cesta Ways ere oeted aleiaanayi: S 26 13 39 
OA Ne ten seer tee oy eae ote 24 9 33 
LOAD sy crduet etropaea’s ate vae cole Neale ees ces « 28 8 36 
HAO Seem ais cui eee Ries. a etateee 29 1] 40 
LOAF argriee trope teai ihe: ose e ana er ee *¥98 14 42 

*Includes worsteds and fabrics containing wool. 

**Hstimated. 

be TABLE 2 
DOMESTIC PRODUCTION OF WOVEN FABRICS OF WOOL 
Calendar Years 1943 1944 1945 1946 

: (000 yds.) ———————_—_—__,, 

All Wool—woollen ........0.-.0.000. 10,565 10,801 14,214 17,514 

All> Wool—worsted. = .mc cess ines 2,857 3,781 4,448 5,602 

All Wool—woollen and worsted .... 7,182 3,977 4,503 1,345 

Others MOtMSPecimied cee cuales | mane 5,760 5,666 4,402 4,809 
We LOG PN tates a ohbr oy igs pe ed og Sin" B.aicv 0 5 26,363 24,225 27,567 29,270 


*Includes cotton and wool mix, velours, plushes, mohairs, and automobile cloths. 


» 


TABLE 3 


IMPORTS OF WOVEN FABRICS OF WOOL 
(Estimated thousands of yards) 


Calendar ———From Great Britain—-———, From Other Total 
Years Woolens* Worsteds Total*® Countries Imports 
TO87 oA reat: 8,413 4.672 13,171 7.008 13,674 
POSS. aise oes 6,368 3,977 10,480. Sie 10,780 
$039. pei Sette sce 6,218 4,826 AE TST 283 11,414 
POZO: Mya ns 6,526 7,446 14,244 544 14,788 
FORT a eels 8,247 5,697 14,030 129 14,159 
04 ee ea tater 5 7,962 4,790 12,835 374 13,209 
VS ae Pa? 4,556 11,873 1,057 12,930 
OAS eS oats 5,605 3,003 8,639 298 8,937 
TOLD oie A 4,769 3,393 8,194 122 8,316 
NOOO Ts iiota ans 6,719 3,890 10,656 263 10.919 
TEN See ve 6,934 3,278 10,256 3.940 14.196 


*Tncludes flannels and delaines. 
**Includes mohair and alpaca fabrics, damasks, and tapestries and plushes. 
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TABLE 4 


Prices of Raw Wool 
(cents per lb.) — 


Quality June 1939 June 1946 June 1947 April 1948 
rc e. c. c. 
Mine W steths a 70’s 43.2 71.8 99.5 157 
64’s 39.9 68.6 92.0 146 
60’s 37.9 65.4 86.9 130: 
Medium .., 58’s Sie 63.0 (has 104 
D678 — Sy EY 58.4 60.9 78 
Coarse .... 50’s 29.3 46.8 44.9 56 
; 48’s 28.8 44.5 42.8 51 
46’s 28.3 41.7 41.2 50 


Source: Wool Intelligence: Commonwealth Economic Committee: January 1, 1948. 


TABLE 5 


Prices of Bradford Tops 
(pence per lb.) 


1939 1946 1947 1948 
d. d. d. d. 
GAS LAWVIATID iris meee heise oe nad Ee “a 264 482 84 120 
G4 Saavenage: shies. cele s wee 254 463 80 ra? 
Ee SSUIION FPS ccane Sic Coteck ee eat 234 434 66 74 
OMS IV ETA MO ulin macht oe 224 422 64 7a! 
DOGECATde date tive tyne ee eo eau 214 41 52 58 
HUgsppheparedsirsc. Coat hse Ae, 194 erooe 39 39 
TABLE 6 
Canadian Wholesale Price Index of Woven Fabrics of Wool 
(1926—100) 
MOBO secrete: Sclceadiele che ie 76.6 1947 eae h eee ee 143.1 
WORM aa Serie te ors 104.8 1948 
ak aay aan Oe ee ee 104.5 January ....... 165.3 
es aes SE vs ties atts L052 Mebruairy a 184.7 
TES Seale Sr oA ne ame O52 March s-seanc ses 183.9 
OFA eek nia oa 104.5 April oe etre 183.9 
OA Renee) Cea Te 104.1 Mia votre co oe 185.9 
Ost Olea ites Gor ats Yay es 110.5 


The Cuairman: Before you go on, I would just hike to take a moment to say 
this: As you all know, Mr. Mayhew has not been with us for the last few days 
because he has been very much occupied in connection with his new duties. T am 
sure that every member of the committee would want me to express to Mr. 
Mayhew our very sincere congratulations upon his entrance into the ministry. 

Some Hon. Mempers: Hear, hear. 


Hon. Mr. Mayuew: Mr. Chairman, I would like to thank you for your kind 
remarks. It was not only my new duties which kept me from attending sittings. 
of this committee but also the flood in British Columbia which caused most of . 
my troubles. I give that as an apology for not having been here. 


Mr. Dype: I have no questions, Mr. Chairman. 


By Mr. Fleming: 


Q. In the last sentence you mention that the wool subsidies were terminated 
and price ceilings lifted in the spring of 1947; that means then that-wool was. 
decontrolled about six months before other textiles with which we are dealing? 
—A. Yes. ; 

@. Then on table 3, in the second column, last line, the figure indicating 
imports from other countries of 3,900,000 yards in 1947; can I take it from the 


note in the text from which you read that that is almost entirely from the United. S| 


States?—A. The figures shown as from other countries, you mean? 
Q. Yes—A. Yes. 
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a Q. Are they entirely from the United States?—A. Almost entirely. 
__ Q. There is no other significant source of supply?—A. No: other significant 


By Mr. Lesage: 


Q. Is there any restriction on the importation of woven fabries—wool from 
the United States since the 17th of November?—A. Yes, there is. 

- Q. What is the situation now?—A. The situation at the present time is that 

- any company with either textile fabrics or wool fabries are restricted to 32 per 

cent of the imports in the basic year, which ended January 30, 1947; of course, 

the 32 per cent import restriction covers all textiles; in other words, if an 

importer brought in all cotton in the basic year there would be nothing in the 

_ way of objection to his bringing in all wool this year. 

= Q. Has Canadian production increased since the beginning of 1948, to your 

- knowledge?—-A. My impression is that it is about the same. 

___ Q. And imports from the United Kingdom?—A. I would say rather higher, 

I haven’t got the statistics. 


: 


g By Mr. Fleming: 


f Q. Just before we leave table 3, that figure of 3,900,000 yards of woven 
fabric from the United States really represents about 104 months actual imports 
» then?—A. Yes. 
¥ Q. On table 2, the first class there is all wool-woollen fabrics, and then you 
~ have all wool-worsted, and all*wool-woollen and worsted—the first two of these 
items show a steady increase in the last four years whereas the third and fourth 
~ items, all wool-woollen and worsted, and other, not specified, show a tendency, 
_ though not uniformally, to decrease over that period. Is there any special 
_ explanation of that trend?—A. I would not be sure about it, Mr. Fleming. I 
would suspect that it was because of the unusually heavy demand for clothing 
_ fabric which is represented mainly in the first two items. 
e. Q. Then what would be the explanation for the decrease in the third and 
_ fourth columns?—A. Mainly I think because more production was going into 
the first two. That would be my guess. 
7 Q. You have no information as to domestic consumption, have you?—A. 
_ No, I have not. 
3 Q. For instance, figures on inventories?—A. No. I can obtain a statement, 
_ of course, as to the domestic production of men’s and women’s clothing for the 
- past year or two. That, of course, brings in the secondary industry which we 
have not got here. 
e Q. There are not any figures available to show domestic disappearances?— 
_ A. No. I would say generally though that domestic disappearance had kept 
pace with production pretty well. 
Q. So there has not been any building up of inventories, goods have been 
_ produced mostly for quick sale?—A. I would say so. 

Q. Then I would ask you the same questions that I have asked you in con- 

~ nection with each of the other textiles we have discussed here. Since decontrol — 
and the removal of ceilings, in this case the spring of 1947, and the Wartime 
_ Prices and Trade Board has continued to have the same responsibility for see- 
ing that there is no undue accumulation of supplies and no encouraging of prices 
that are higher than are reasonable and just; has the Board found any evidence 
of any attempt at accumulation of goods?—A. Within the limitations of 
_ decreases in staff we have not noted any particular increase. 
. Q. You have no evidence as to hoarding of supplies?-—A. None whatever. 
: Q. Then, on the question of prices, have you had any evidence as to 
icing of prices that are higher than are just and reasonable?—A. No, not to 
our knowledge. 


a 


* 
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By Mr. Harkness: 

Q. On page 3, you say, “most of the total yarns produced in Canada are 

woven into fabrics but roughly a quarter of the production finds its way into 

the knit goods industry for the manufacture of socks, underwear, sweaters, etc. 

About 5 per cent goes into the retail stores and is sold over the counter for 

hand-knitting purposes.” That means that about 70 per cent of it goes into 
fabric? —A. That is correct, yes. 


By Mr. Lesage: 

Q. Are Canadian mills producing at capacity at the present time?—A. I 
could not tell you that accurately, my impression is they are very close to it. 

Q. Is there a trend in the industry to expand?—A. That, I could not tell 
you. 
Q. Following up one of the questions asked by Mr. Fleming, you have not 
looked into prices lately of the various woollen products?—A. You mean, 
personally, of course? 

Q. Personally ?—A. No, not for the past two or three months. z, 

@. And so your answer to Mr. Fleming must be considered in the light of 
what you have just said?—A. Yes. 


By Mr. Fleming: 

Q. Just to clear that up; I think on previous occasions your answers 
specifically cover the period up to May 31, when you left the Wartime Prices 
and Trade Board?—A. That is right. 

Q. And your answer this morning covers the same period?—A. I cannot say 
that in the month or two previous to my leaving the Board I was particularly 
concerned with the prices of fabrics. We were much more concerned with that 
matter in the period immediately following decontrol, which was last spring. 

Mr. Lesace: But you did not have any intimate contact with the firms 
in the trade so as to know what was going on in the trade? 

The Wirness: No, not in the individual firms. We were always concerned 
with the general level as shown in table No. 6. 

Mr. Fieminc: I take it that there were no prosecutions since decontrol? 

The Witness: Not to my knowledge. 

The Cuairman: May I make this suggestion to the committee? We have 
a great deal of work ahead of us and I am going to ask every member to co- 
operate as fully as possible in expediting the questioning without in any way 
restricting what members may think they should ask. If we might just make an _ 
accelerated effort we will still be able to meet our objective, which is considerable. 


By Mr. Irvine: 

_ Q. The witness stated that he had no knowledge of the prices of woollen 
goods having been other than just and reasonable. I would like to have some 
idea of what he means by just and reasonable?—A. Well, having in mind the — 
very substantial increase in the price of raw materials which has taken place - 
over the past two years, ais shown in these tables, ‘and also in consideration of 
the limited facilities which we had on the Prices Board for keeping a very 
specific check on prices that were being charged throughout the industry, we did 
try to keep an eye on it as best we could. Does that more or less answer 

your question? 
Q. You were keeping an eye on it, and you were keeping an eye on what is 
reasonable in the way of prices being charged, to see that they were reasonable 
and just—that is the law, I believe that is the phraseology in the clause in the 


= 
= 
eS 
act, but it seems to me so nebulous—A. I think we certainly would have 
_ discovered anything very flagrant in the matter of unreasonable and unjust 
prices, and we would have fully investigated in accordance with our instructions 
- from the government. 

i Q. I suppose it would be a matter of comparison from previous years and 
in relation to the costs of the materials?—A. That is correct, yes. 
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By Mr. Dyde: 


Q. You have not been able to produce for the committee a table such as you 
did in cotton, for instance, of comparative prices of imported: and local fabrics, 
- have you?—A. I had hoped to be able to produce a fairly complete one, but _ 
- I have only been able to get some comparisons between United Kingdom prices 
~ and Canadian prices. I have not been able to track down United States prices. 
Ry ~Q. I think perhaps you might read into the record what comparisons you 
. can make.—A. Right. For 15-ounce gabardine— 
Q. If you can give it for other years it would be useful—A. For 15-ounce 
_ gabardine in 1946 the United Kingdom price was $3.34 per yard and the Cana- 
- dian price $3.81. In 1947, the same cloth, in the United Kingdom, $4.56, and in 
- Canada, $4.31. 1948, the same cloth, United Kingdom, $4.92, Canadian, $4.85. 
a Q. You have mentioned that by years. Can you bring it down to a closer 


- date than that?—A. No, except the 1948 figure is recent. 
2 


By Mr. Fleming: 


*% 
= Q. Is that price you have quoted the laid-down price in Canada or is that 
: the price prevailing in the United Kingdom?—A. Landed in Canada. 
— Q. Is that comparable quality?—-A. Comparable quality, as near as we can 
‘ get, the nearest comparable fabric. For 14-ounce worsted, 1941, the United 
~ Kingdom price, $2.34, and in Canada $2.10. The same fabric for 1946, $2.97 
_ from the United Kingdom, $3.05 the Canadian price. 1947, the same fabric, in 
- the United Kingdom $3.80, and in Canada $3.50. In 1948, the United Kingdom 
price $3.95, and the Canadian price $3.95. Fifteen and 16-ounce worsted, 1941, 
~ the United Kingdom price, $2.60, the Canadian price $2. 1946, the same fabric, 
the United Kingdom price $3.38, and the Canadian price, $2.49. 1947, the same 
fabric, the United Kingdom price, $4.79, and the Canadian price $3.75. 1948, 
- the same fabric, the United Kingdom price $5.57, and the Canadian price, $4.10. 
‘ Q. Is the 1947 price you quoted for Canada before or after decontrol?— 
a A. I cannot answer that, but I can probably find out if you are interested. 


The CHatRMAN: Any other questions? 


By Mr. Harkness: 


Q. Referring to table 4, are those prices the prices that the farmers: receive 
: are they the prices that the manufacturer pays after the wool has been 


shipped, and possibly cleaned or carded, or something else?—A. My impression 
is that the prices shown here are the prices paid by the manufacturers for the 
wool as it comes to their mills. 

Q. I suppose that would be after it had been cleaned and possibly carded ?— 
‘A. Not after carding, but after whatever preliminary cleaning process is done 
before the wool is put into processing. 

Q. You have no figures then as to the prices the farmer would receive for 
this wool?—A. No, not specifically. 


By Mr. Fleming: 


Q. Is it possible to get those figures?—A. I am not sure, but I should 
think it is. : 
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Q. Can we get those figures from D.BS.? 


The 'CHamMawn: Yes. Counsel will note that. Are there any other questions? 
Next witness. : 


By Mr. McGregor: 


Q. I should like to ask one question. The witness said a few moments ago 
that they had a very small staff and could not check up on these prices. I should ° 
like to ask him how many there are on the staff at this time?—A. I will have to 
find that out for you. The figures are definitely available as at the end of May. 

The Cuarrman: All right, thank you. 


Mr. Dypr: Mr. Chairman, I have a short memorandum from Mr. Glass of 
the Commodity Prices Stabilization Corporation. It is simply impossible for 
him to be here before the committee today. Ordinarily under such circumstances 
I would simply postpone his memorandum until he was able to be here. It would 
be useful for the committee, I believe, to have the contents of the memorandum 
before them, and I am going to make the unusual suggestion that I be allowed 
to read it into the record if that is agreeable. ‘ 

Mr. Fiemine: When will he be available? ; 

Mr. Dyope: So far as I can tell he will not be available for two or three days. 

The Cuatrman: This is a statement given to you by Mr. Glass? 

Mr. Dypn: This is a statement made up by him, and ordinarily he would 
have come here and read it. The unfortunate part of it is if any questions arise 
on it I cannot answer them. 

The Cuarrman: Counsel feels the statement is useful. 

Mr. Fremine: What is the nature of. it? 

Mr. Dype: In connection with subsidies. 

Mr. McGrecor: It is a rather strange thing to put something on the record 
if we cannot ask any questions on it. 

Mr. Lesage: It would be, but we are pressed for time. 

Mr. McGrecor: If you allow that to go through you can put any statement 
on the record and it is on the record. 

i Mr. Lesage: Do we not have to have. all the information available in 
order— 

Mr. McGrecor: We do not know whether or not it is information. How 
can we know unless we can ask questions on it? 

The Cuatrman: I suggest that we put the statement in later. 

Mr. Dypr: I should like to call the officers of Dominion Woollens and 
Worsteds. 

Mr. Lesage: As far as I am personally concerned, before I question the 
officers of Dominion Woollens, I should like to read that memorandum. I should 
like to have a copy for my own information if it can go into the record. 

The CHarrMan: I am in the hands of the committee. 

Mr. Prinarp: Questions could be asked later of Mr. Glass after the statement 
has been put on the record. Do you not think so, Mr. McGregor? 

Mr. McGregor: I am just bringing it to the attention of the committee 
as I see it. 

Mr. Lesage: May I have a copy for my own information? 

Mr. Irvine: It may be, as Mr. McGregor says, that the evidence would 
have less value when the author of it is not here, and we cannot question him, 
but nevertheless it would have some value for us. 

The ‘Cuairman: But the intention is to bring it in later. 


rns 
are 
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Hon. Mr. Mayuew: I would point out that when other gentlemen have 
presented their submissions they have taken the oath. They are sworn state- 
ments. This could not be a sworn statement. 


Mr. Lesage: It is up to the committee. 

~ Hon. Mr. MaynHew: It might attain that. It might become one. 
Mr. Dype: Of course, Mr, Glass has been sworn before the committee. 
Mr. Lesace: It is up to the committee to weigh the statement according 


to the circumstances. 


The CHatrMAN: I am in the hands of the committee. 

Mr. FieminG: It is very difficult to pass on it without having seen the 
statement. It may be the kind of statement that would invite a great many 
questions, and whose significance may depend considerably on the questions 
that will arise out of it. It is very difficult to say now whether there is any 
serious departure from normal caution in accepting the statement before the 
witness is here. 

Mr. Prinarp: I understand it is a very short statement? 

Mr. Dypr: About one page. 

Mr. Lusace: It could be passed around. 

Mr. Fiemina: If there is only one page, and if we are assured Mr. Glass 
will be here to answer questions on it, probably we could put it in now in the 


appendix and then take it as though it were marked for later identification. 


Ds ee 


The CHarrMan: Is that agreeable? 

Mr. McGrecor: No, I oppose it. 

Mr. Fremine: I do not like the departure from the ordinary rules, but 
if it is a short statement, and if we have a guarantee he is coming in a day 
or two to answer questions on it— 

The Cuairman: Mr. Dyde says he cannot guarantee that. 

Mr. Fiemrne: If we are not sure of having the witness I do not think we 
ought to take it. 

The Cuamman: Mr. Dyde thinks that perhaps we had better wait. 

Hon. Mr. Mayuew: Could a copy of it be circulated to the members as 


- information? 


Mr. Dype: I can do that. I have not got sufficient copies here to do so 
at the moment but I will have copies made. 

The CHamrmMAN: That will be done. 

Hon. Mr. Mayruew: That would cover the situation. 

The CuamrMaNn: We will see that copies are circulated. 

Mr. Fieminec: Then I understand it is not going in. 

Mr. Dype: I will call the officers of Dominion Woollens and Worsteds. 


Henry Barrett, President, Dominion Woollens and Worsteds Limited, 
called and sworn. 


Stanley W. Haufschild, Secretary-Treasurer, Dominion Woollens and 
Worsteds Limited, called and sworn. 


Mr. Dypvre: Mr. Barrett, would you give the committee your full name,. 
please? 

Mr. Barrett: Henry Barrett. 

Mr. Dype: And your address? 
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Mr. Barretr: Home address? 

Mr. Dype: Yes. 

_ Mr. Barrerr: 106 South Drive, Toronto. 
Mr. Dype: And your occupation? 

Mr. Barrerr: President of Dominion Woollens and Worsteds Limited. 
Mr. Dype: Mr. Haufschild, would you give the committee your full name?’ 
Mr. Havrscuixp: Stanley W. Haufschild. 

Mr. Dype: And your address? 

Mr. Havrscuip: 176 Islington Ave. 

Mr. Dyps: Is that Toronto? 

Mr. Havurscuixp: Islington, Ontario; it is a suburb of Toronto. 

Mr. Dypr: And your occupation? 

Mr. Haurscuixp: Secretary-Treasurer of Dominion Woollens and Worsteds. 


By Mr. Dyde: (To My. Barrett) 


Q. Mr. Barrett, you have heard the evidence that has been given by 
Mr. Knight, chartered accountant, and I understand that you wish to put 
before the committee a memorandum with reference to the company, and I would 
also like you to give any comments that you care to make with regard to the 
evidence which has come out from Mr. Knight, and in the report which we have 
spoken of as report C. Which way would you like to do it? Would you like 
to read your memorandum first or would you like to make your comments first? 
—A. I think it would be desirable to read the memorandum first that was given 
to Mr. Knight along with the completed questionnaire which was asked for. 


Mr. Dype: Gentlemen, I think this memorandum is with the material which 
was distributed to you. It is the memorandum which has at the top right hand 
corner of the page the words “sheet 1”. It is called “Memorandum to be read 
in conjunction with statements marked 1 to 6 inclusive”. TI think you all have 
it but I want to make sure. Would you proceed, Mr. Barrett, to read the 
memorandum? 

The Wirness: Memorandum to be read in conjunction with statements 
marked 1 to 6 inclusive, furnished to the accountants for the House of Commons 
Special Committee on Prices—Textile inquiry—1947. 

It is probably desirable to mention the date of this memorandum now, 
rather than wait until the last page. The date of the memorandum is Toronto, 
May 5, 1948. 


By Mr. Dyde: ; 
_ Q. So that the 1947 date you have just read is a clerical error?—A. No, 
this special committee on prices and textiles was 1947. 
Mr. Lesace: No, no. 


By Mr. Dyde: 
Q. You are referring to this inquiry ?—A.; Yes. ' 
Mr. FLemina: It just seems as though we have been going that long. 
The Witness: 


History 


Dominion Woollens & Worsteds, Limited was incorporated in June, 1928 
to acquire the assets and undertakings of Canadian Woollens Limited and_ 
R. Forbes Company Limited. : 


2. 
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The Canadian Woollens Limited operations were carried on at the following 
locations: Act 
1. Bonner-Worth Mills, Peterborough, Ont. 

2. Milton Spinners Limited, Milton, Ont. 

3. Otonabee Mills, Peterborough, Ont. 
; (These three were engaged in manufacturing yarn for the knitting 
7 trade). 
4. Auburn Mills, Peterborough, Ont. 

(Manufacturing woollen cloth). 


The R. Forbes Company Limited operations were carried on at the following 
locations: 
1. MHespeler Mill, Hespeler, Ont. 
eae worsted cloth, hand knitting yarns and knitted outer- 
wear). 
2. Orillia Worsteds Limited, Orillia, Ont. 
(Manufacturing worsted yarns). 


Because of business conditions, and for other reasons which prevailed in 
the early 30’s, it was found necessary to bring about economies of production 
and to embark upon a program of consolidating operations over a period of 
years as conditions rendered propitious and finances would permit. Until this 
end was achieved, and during the process of consolidation, the company 
experienced the following: 

1. High cost of production with consequent operating losses. 

2. Heavy maintenance expense. 


- During a period of years until 1938, the business of the company was 
abnormally depressed, as will be seen by reference to the net operating results 
shown in the Statement 1 of the questionnaire. 

In pursuance of the policy followed for some years, in 1938 a major change 
in the physical set-sup of the company’s operations took place, namely, the 
consolidation of its woollen cloth manufacturing at Auburn Mills, Peterborough, 
Ontario, with the operations at Hespeler Mill, Hespeler, Ontario, and the dis- 
continuance of its knit goods manufacturing department at the Hespeler Mill. 

‘hese changes were necessary to eliminate uneconomical and therefor unprof- 
table operations. Under these circumstances, the more modern equipment of 
the Auburn Mills was transferred to the Hespeler Mill and the former mill was 
demolished. 


. By Mr. Dyde: 
: Q. You can read more rapidly if you care to, Mr. Barrett, because the 
members all have copies before them?—A. All right. 
The loss in 1938 reflects the depressed condition of the industry during that 
rear and in addition is accounted for by the interruption of production during 
e period of consolidation of operations referred to above and the cost of 
making this transfer of equipment. 
- Of the above, only three plants have been retained and are presently 
Operating. These are Hespeler Mill, Hespeler, Ontario; Bonner-Worth Mill, 
Peterborough, Ontario; Orillia Mill, Orillia, Ontario. 
_ The operations for the year ended 31st December, 1939, while showing a 
considerable improvement over former years, do not reflect the full economies 
resulting from the above changes in the physical set-up because operations were 
lot at or near capacity except in the last four months of the year, during which 
tter period of 68 per cent of the profits of the year were earned. This was not 
attributable, except in a small degree, to increased sales under war-time stimulus. 
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(Government war orders accounted for only 2 per cent of 1939 sales). During 
the first half of the year 1939 production was seriously interfered with pending 
completion of the consolidation of operations. Therefore, the operations for the 
full year 1939 should not be considered as normal. The year 1940 is the first 
period in which the effects resulting from consolidation of operations were 
reflected in increased production and consequently increased earning power under 
the present physical set-up. 

Since the period of years covered by the questionnaire goes back to 1936_ 
‘(which includes the standard period years under the Excess Profits Tax Act), 
and since the business of the company was abnormally depressed during the 
standard period years, application was made to the Board of Referees under 
the Excess Profits Tax Act for the purpose of having the standard profits estab- 
lished, and that board set the annual standard profits at $300,000. 


Nature and Scope of Operations 

This company belongs to the wool branch of the textile industry, whose 
principle raw material is wool, and 85 per cent of our finished product is sold to- 
other manufacturers for further processing, as distinct from the manufacturers 
also belonging to the wool branch of the textile industry who manufacture con- 
sumer products, and whose finished product is sold to the consumer without 
further processing. (The remaining 15 per cent of our finished product is a 
consumer product mentioned later in describing Division 3 of our operation). 

With this explanation we wish to emphasize the fact that no other manu- 
facturer has an undertaking that is comparable to ours. Our operations can be 
divided into five main divisions. 

1. We manufacture worsted cloth and in this respect we are a fully 
composite mill, that is, we manufacture worsted cloth starting with the 
raw material, wool, and our finished product is the cloth, ready for the 
cutter-up. 

In this operation there are fcur distinet and separate stages: 

(a) The combing of the wool—resulting product: top. 

(b) The spinning of the top—resulting product: yarn. 

(c) The weaving of the yarn—resulting product: cloth. 

(d) The dyeing and finishing of the cloth—resulting product: dyed and 
finished cloth ready for the cutter-up. 


Most of our competitors in Canada perform only one of these operations; 
others, hewever, perform two and in some cases three, but in no case are the 
whole four operations conducted by the same concern. 


Note: The weaver of the cloth is in all cases the vendor of the finished cloth. 


2. We manufacture woollen cloth and cperate a fully composite plant 
for this purpose, the raw material being raw wool and the finished product 
the dyéd and finished cloth ready for the cutter-up. 

Our competition in Canada in this respect has a set-up similar to_ 
ours, although there are one or two companies who are not fully composite. 

3. We are spinners of worsted yarn which is sold to weavers and 
knitters who have no spinning equipment. These yarns we supply in) 
the dyed or undyed state. We also manufacture hand knitting yarns 
(this is the only consumer product we make and is approximately 15 per 
cent of our output). 

Our principal competition in Canada produces this product in a 
manner similar to ourselves, although there are a number of smaller 
spinners of worsted yarn who are without the dyeing equipment and have 
the yarn they produce dyed by commission dyers. 


PRICES 3775 


In addition to performing functions 1, 2 and 3, where we start with 
the basic raw material, wool, and the finished product i is a product which 
has to be further manufactured, with the exception of the hand knitting 
yarns; 

4. We comb wool owned by other companies on a commission basis. 


_ Under these circumstances, our operations are not readily comparable with 
hose of our competitors, and the dollar value of sales is not a reliable indicator, 
vecause in the operations of successive non-composite mills the cost of raw 
naterial is the sales price of the previous processor. To such material cost are 
ded the charges of further processing, together with a margin for profit, in 
rriving at the selling prices of each such successive processor. 


Conditions since 1940 


. During the period 1940 to 1945 inclusive, our manufacturing facilities were 
ngage on military production to a considerable extent as follows:— 


Bs LIE SCALE de Uy Ne CONN Sea CE Pt Ae a 43-6 Per Cent 
Y: WOR See pete Bane ah SO cee N aa cH 27:6 Per Cent 

rere. ee Ta bee Nee eer AG Hino te Mabcee Seca 2 63°7. Per Cént 
Ee ee te ae er bane el F 65°5 Per Cent 
; Se) RAVES aaah | ne ae oe eine ae ee Nae 40-4 Per Cent 
ei DUN hs pees MONE IAS A AP a ee OE Ee me Og 37-6 Per Cent 


For the period from September, 1941 until April, 1947 our production for 
ivilian purposes was subject to price ceilings established by the Wartime Prices 
nd Trade Board. These were inadequate from the beginning but imposed a 
articular hardship in 1946 when the company’s production was entirely civilian 
nd sold under very inadequate ceiling prices, in view of the increase in wages 
aH other manufacturing costs which had taken place during the years since 

440. 

_ Our company’s raw materials are (1) wool, which is purchased largely in 

i primary markets (Australia, New Zealand and Africa) and (2) wool tops, 
combed wool) which are imported from the United Kingdom. 
_ From September, 1939 to June, 1946, wools were sold in the primary markets 
controlled prices. In July, 1946, the normal pre-war method of marketing 
rool by auctions was resumed. European countries, which were short of wool, 
nd the United States of America bought heavily. This in the face of a reduced 
ply of fine quality wools (which are the principal types our company 
resulted in substantial increases in prices over which Canadian Mills had 
Be strol. The following tables show the extent to which prices of wools and 
70ol tops of the types principally used by us have increased. 


aes 


: By Mr. lege 

~ Q. When you say, “used by us,’ do you mean produced or purchased?— 
\. Well, the tops which we make ourselves and also which we purchase. We - 
ay ve a combing ee for alae a to ps pus the combing plant has not sufficient 


By Mr. Irvine: 


-_ Q. While you ee on that point, may I ask, is Canadian produced wool 

table for wool tops?—A. Well, a limited quantity of it is. Now, whem you 
k about wool, the British wool control, when they took over at the opening 
hostilities, had to take over 1,200 different types of wool. When you ask 
ris Canadian wool suitable for combing, it is a very difficult question to 
nswer. We have combed Canadian wool but it is not readily available for 
1544124 
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; 
combing and certainly a very very limited quantity is suitable for worsted 
cloths. These statistics in connection with prices on wool and wool tops were, 
I think, very completely covered by Mr. Griffin, but I do not think Mr. 
Griffin’s figures on wool tops are quite up to date. We had a cable from Bradford 
on Friday indicating that the price of 64 top is now 123 pence. The price of that 


wool top pre-war was 264 pence. 


1. Wools. Representative prices at London wool sales for Australian, New 
Zealand and South African wools—Prices in cents per lb.—clean basis—to 
which must be added landing charges of approximately 6c. per lb. ; 


Per cent. 
: Increase 
Quality June, 1939 | June, 1946 | June, 1947 | Dec., 1947 | Dec., 1947 
: over — 
June, 1939 
ASS RRR ae IBM CP A eM 43-2 71-8 99-5 129 299. 
Fine GR lS eRe SoS pe I UR ta eae 0 Se 39-9 68-6 92-0 121 303 — 
GO Sitserst ene meme ga hae ele ar at 37-9 65-4 86-9 113 298 ; 
WES CaWTIARK OS" S)) cee nooo tee triers cheectetaty es oes 35-1 63-0 77-3 96 274 - 


The prices in June, 1946 were the last controlled prices in the primary woo 
markets before the resumption of sales by auction in July, 1946. 

Subsidized laid-down prices for the following qualities of wools, on whick 
our ceiling selling prices were based during the war period, were as follows: 


TST el OT AS eee alpen Oe MOR MCSE pec wer vedi RGA NAb ire CE oni ae he Meg 68-9e. 
GW Rares ee ENTS OME EE orton ck ee UL REN MES RMERCAN SNS aN Gore zs ag atc 65-5c. 


2. Wool Tops. Bradford prices—in pence per lb.—to which must be adde¢ 
landing charges of 4 pence per lb. 


Percent 
Increase. 
Quality Aug., 1939 | Dec., 1946 | Sept., 1947 | Nov., 1947 | Jan. 1, 1948 |Feb. 23, 1948) Feb. 1948 
over 
2 Aug., 193¢ 
645 warp. 2) . 264 Agt 58% 84 86 104 292 
64’s average. . 254 462 564 80 81 98 284 
58’s super...... 23% 434 4gt 66 67 70 188. 
58’s average.... 223. 424 46% 64 65 68 202 


Subsidized laid-down prices for the above qualities of wool tops, on whidl 
ceiling selling prices for our civilian fabrics during the war were based, wer 
as follows: 


GANS VAT See Gen: EA eM EL es ioe thakte 5, tim aoe ohana c ite mats Sarde arena ean as 52% pence 
GAS etveragen Vit iie odd Mckee: tardy bain eaitv cn ilfoeeakats hm ainsi ee ay Maer Shake sarees eace Nceele aes 514 pence 
LsreHa SHS a\e% Gas Cay eg PAM PU a Ia Dex, a oer a re MES 0 PRON Eade son, © ea a -... 47 pence 
ESE SBr ident tg Amer ee OY OO es rh Ser etn AE ME a emt sity hela, cM el eater carne Geert Boa ca eect 46 pence 


Wages were increased substantially during the period from 1939 to date t 
keep ahead of the rising costs of living. Labour costs applicable to representatiy 
fabrics are at the present time 155% higher than in 1939. Manufacturing expens 
costs during the same period increased by 147%. ‘ 


Mr. Irvine: Would that include the increase in wages? | 
The Wirness: No, sir, manufacturing expense is separate from wage cost 
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$ As set out aa wool prices for the fine qualities were in December, 1947, 
three times higher than at June, 1939, and practically twice the prices which 
prevailed in June, 1946. Wool top prices for the finer qualities were in February, 
1948, four times ‘higher than in August, 1939, and more than twice the prices 
which prevailed in December, 1946. 

Because of the sharp rise in the prices of wools and wool tops, which set in 
immediately upon the discontinuance of controlled prices for wools and the 
resumption of sales by auction in July, 1946, it was found absolutely necessary 
that the selling prices of our products commencing in April, 1947, should be based 
upon replacement cost of raw materials rather than the actual cost of the 
materials contained in same, as that is the only way it has been possible for us 
to finance the replacement of inventories. 

The period of time from the purchase of wools in the primary markets to the 
completion of the dyed and finished cloth in a fully composite mill such as ours 
is at least six months, and the need for the above policy during the past year is 
therefore apparent. Payment for the wools must be arranged for at time of 
shipment. 

_ Inventories are being carried at absolute minimum physical levels required 
for full production. The inventory figures set out below show the increased 
cost of carrying such minimum physical quantities. Bank loan figures are also 
shown to substantiate the highly inflated inventory conditions under which we 


are presently operating. 


: Bank loan 
& including 
% Inventories drafts payable 
=": (on hand under term 
_ At fiscal year-end in and in transit) “Letters of Credit” 
a BOR MTR a Ser LaLa sia dotcs ako a wae Be $1,057,000 $ 607,000 
ey RRS uae eee tes etc MR Retiree rma ct RS on dlisted; hev.ch gt eck @ 1,145,000 561,000 
hs Starke paren Lec, Meat hrc.) WaEN elena oe cota tality Gis, ese eter 6 765,000 457,000 
5 NSO es cee tes Mee eet emer dt tk aee, « satiate corte ar ctees jaceteene 1,061,000 423,000 
‘ OME irate. ter cee oem eee c.6 Oa Ret eee. 1,970,000 186,000 
. Ol ae eae PT OURS LE TES ce ls. ticks, SBill aay ates 1,959,000 588,000 
— Oo Seneca eben Pee Ses on. Sete are tee aid Soobatavatly 2,348,000 Paget 
7 MU Dee ene ean e rae kaeiahege tice bine Giilecke oS ans Peewee © 1,892,000 
OA Ree nN a eld he) OM Neosat s . ste the Su otavaue (eter ana 1,593,000 nee: 
Riis ne ea A Sah eae NP sie cos Cahill la che Mere PRRs eh 2,324,000 400,900 
OA mee Den toe are wen ade aise iter aR so ean us hore cm ase 2,971,000 1,169,000 
LO OeaNe cate te En oe lies etre abeccvare custe-atay sidan ape-sye erent 3,672,000 1,153,000 
HKG (VE-aaicla eset cach sy «tee lieteneeroe.n torch sitevsitavattay aye, shdcoavets 4,150,000 — 2,011,000 


During the years 1942, 1943 and 1944 and part of 1945, stocks of raw 
aterials for military production were carried by a government company— 
lelbourne Merchandising Limited. This explains the absence of a bank loan 
Osition in those years. During 1945, the company went back on civilian produc- 
on 100 per cent, which meant financing all raw material requirements from the 
me of shipment in the primary markets; hence the return to a bank loan 
osition, which, including drafts payable under letters of credit, has during the 
nth of March, 1948, been up to $2,011,000 as shown above. In our business 
ls must be purchased and paid for to a large extent during the buying and 
pping seasons in the primary markets. 

It will be observed in the detailed profit and loss statements numbered 
1 and 2 that during 1947, in order to finance replacement of raw materials, it 
necessary to make the income for the year include an amount of $462,792 
hich was required for the purpose of replacing wool inventories. The income 
r the year 1947 to the extent of at least $462,792 is therefore not realized 
me. Our company could not continue in business if the income from sales 


did not include provision for the replacement of inventories on a replacement 
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price basis. The operating income as shown on statement 2 for the months of 
January, February and March, 1948, must also be considered as including an 
amount of $200,000 which is required for replacement of wool inventories at 
higher prices. 


If any further clarification or elaboration is required in connection with t é 
foregoing data, we shall be pleased to furnish same. 


All of which is respectfully submitted. 
DOMINION WOOLLENS & WORSTEDS, LIMITED 


i 
(Sidi) ia Were ee eae ee | 
i 


Secretary-Treasurer 


Toronto, May 5, 1948. re 

By Mr. Fleming: i 

Q. I have just one question before you leave that page. It is in O Dol 
with that second column, headed inventories (on hand and in transit) 

understand that the physical inventory was reasonably constant in that period? 

—A. I would not say it is reasonably constant, because during the war years 

and since the eee oi of hostilities shipments of ee from Australia ang 


uncertain. ree is no tes eee Eaatine a ships. I beliere We C. PAR: are outta 
one on sometime soon. You can never tell when you are going to get the wool, 
and from the time the purchase is made by our brokers in Australia or New 
Zealand it is sometimes four or five months before the wool gets to the mill. © 

Q. I think perhaps you have been anticipating something that I was going 
to ask in connection with that table, so I will not pursue it at the moment 
I thought the purpose of this column was to show the cost of maintaining your 
inventory and that it had increased, while the physical value of the goods in 
your inventory had remained reasonably constant—A. Well, it is reasonably. 
constant, but you are now comparing—roughly, the figures from—you have to 
start around 1943 or 1944, because during the war period wools were all carried 
by Melbourne Merchandising for military purposes and that relieved us of the 
necessity of carrying them for military purposes, and therefore our inventory 
was low. You can’t get it up very quickly. So, when you say the volume 
of inventory has been constant; it has been constant in the last three or 
four years. ; 

Q. That was my point.—A. But you can’t compare that with the pea 
years. 

Q. The physical volume of the goods at the end of the year has been 
approximately the same at the end of the last three or four years?—A. Yes. by 


Mr. Irvine: I would like Mr. Dyde to tell us what his plan is with oe 
to the rest of this statement. Does he wish to question the witness on it? 

Mr. Dypre: My plan definitely is this. I would like first to go through the! 
mechanics of getting this material on the record, and then I am most certainly | 
coming back to this statement and we will go over it. I should like to finish wi) 
the mechanical end of getting material before you, and then I certainly shall 
come back to this statement, and it may be before us at the afternoon sitting. a 

al 


By Mr. Dyde: 
Q. Mr. Barrett, I would like now before asking you further formal questions, 
to have you identify for us the samples produced by Dominion Woollens and 
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have them formally filed. You have produced certain samples. I would like you, 
with reference to the report which Mr. Knight has made, to identify these 
‘samples for us. You have a copy of that report “C”, have you not?—A. Yes. 
Q. If you will turn to schedule C-7 you will see there certain pieces of 
_ material described, and we would like to have which of those pieces of material 
are being produced for us. The first one I come to on schedule C-7 is yarn 
_ dyed worsted coating. Would you find that for us in the samples, if it is there, 
and show it to us?—A. There is a number on the sample which might be put 
on schedule C-7. The yarn dyed worsted coating is known as 14148. 
= Q. And this piece of material you are now showing me is that material? 
_ A. Is that material. 
= Q. Exhibit 145. Then the next material is the yarn dyed worsted fancy 
- guiting—A. There are two samples there which represent that, 50001 and 50002. 
a Q. We might put those in together as exhibit 146. Then, tweed.—A. The 
-. number of that is 7053. 

"QQ. This is the material you are producing?—A. Yes. 
a, Q. Exhibit 147. Then, overcoating?—A. 5189. 
a _ Q. That is the number of the sample?—A. Yes. 
ie Q. That will be exhibit 148. Now then, when I asked you at the beginning 
to deal with this matter I said that you had a memorandum and I also asked 
you if you had any comments to make on the material that was placed before 
the committee by Mr. Knight. If you have comments would you please make 
them now?—A. I would like to supplement Mr. Knight’s report with some 
 prief observations on the nature of our business. 
'  Q. Will this be in addition to what you have already given us in the 
~ memorandum?—A. There may be a slight duplication somewhere, but I do not 
_ think it is very great, and these are very brief comments. 
» QQ. Proceed—A. We have to make longe range commitments not only 
for the sale of our finished products but also in the purchase of raw materials 
_ from which they are made. The business is seasonal in nature. We quote 
‘prices around the 15th of February for the fall season and deliver goods 
booked at that time at firm prices until probably the end of October. For 
the spring season the same procedure takes place. Prices are quoted around 
- the 15th of August, and delivery is made against orders booked then at firm 
prices until the end of March. When prices are changed at those seasonal 
~ dates it, takes usually four months before the effect of the revised prices is 
* reflected in operating return. Raw material commitments have to be made 
‘some months before delivery of the raw material is obtained, and from the 
_ time the commitment is made until the price is recovered on the sale of finished 
products, it is somewhat in excess of 12 months. The industry 1s highly 
~ competitive. The last figures which we have available indicate that 40 per 
cent of the domestic market is supplied by imports, and somewhere between 
60 and 70 mills struggle for the remaining 60 per cent. It is to be regretted 
that a more realistic figure could not have been used in the presentation of 
‘report C to represent the capital employed than that defined on page 12. The 
exclusion of the borrowed money from the figure distorts the picture. Where 
else can borrowed money be used except in the conduct of the business? 
~ I should like to draw attention also to the fact that the refundable portion 
of the excess profits tax has been included as capital employed. I do not know 
whether or not anybody has got that refundable portion back yet. I know 
we have not. 
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Mr. Knight had to go to some trouble the other day to explain a transaction 
that had occurred by which some $2,800,000 was withdrawn from the Ayers 
company, which money was replaced by bonds and notes. I do not know 
whether or not he overlooked the fact, but if you will refer to schedule C8, the 
capital employed by Dominion Woollens and,Worsteds as defined, I think on 
page 12, is reported as $2,877,000. In the year 1944, the capital, as defined, 
has gone down to $1,725,000. The profits for the year 1943 are indicated 
as $225,000 and the percentage of profit to capital is 7-8. For the 1944, the 
profits are $239,000, $14,000 more and the percentage of profit to capital has t 
‘increased, according to these figures from 7-8 per cent to 13-9 per cent. | 

Now, there is nothing realistic about figures like that. ; 

3 


By Mr. Dyde: 

Q. You gave the factors which resulted in the $2,877,000 being reduced ' 
to $1,725,000; would you tell us that, please2?—A. In 1943, we had a $20 par | 
value 6 per cent non-callable, non-accumulative participating deferred stock. 


By Mr. Irvine: ; 
~Q. That is a long name?—A. It was, and it was a disastrous thing to — 
hold, but it was changed in 1944 on agreement with our preferred shareholders, | 
to a 5 per cent debenture. To compensate them for the participating feature — 
of the original preferred stock, one share of common stock was given them for | 
every preferred share previously held. 
Now, not one cent of money came out of this business to make that deal. 
One piece of paper was changed for another piece of paper. 


By Mr. Dyde: 
Q. The preferred stock issue was how much?—A. It was $1,270,000. 
Q. And the place of that was taken. by an equivalent dollar value of | 
debentures?—A. Yes, an equivalent dollar value. ; 
@. Dollar for dollar?—A. Well, the preferred shares were $20 par value — 
and for every five preferred shares so held, one $100 5 per cent debenture was 
given, so the amount of money as shown in the statement was the same. 
@. What was the interest rate on the debentures issued?—A. 5 per cent. 
Q. Have you any further comments?—A. No, I have no further comment — 
to make at all. 3 
@. Then,,I think, Mr. Chairman, I should like to go back to the memo- - 
randum and go over it page by page. I will let you know if I have any questions. — 
I have none on sheet 1 of that memorandum. Would you prefer to start that — 
work this afternoon? 
The CHAIRMAN: Yes. 
% 


“9 
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| 

Mr. Fiemrna: Is it your intention to go over the tables and statements first, | 
before you go on with the narrative? x 
Mr. Dypr: I was intending to go over only this statement, but to use report — | 
“C” at the same time. | 


Mr. Fiemine: I meant the statements and schedules attached to the Domin- 4 
ion Woollens’ return. ; 


* 


=| 
_ Mr. Dypr: I have some of those prepared for production if we have to refer Fs 
to them. ; 


a 


a 
The meeting adjourned to meet again at 4.00 p.m. = 
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_ AFTERNOON SESSION 


June 22, 1948. - 
Bethe committee resumed at 4.00 p.m. 
The CuHatrman: Order, gentlemen. 


] Henry Barrett, President, Dominion Woollens and Worsteds ae 


. 
Stanley W. Haufschild, Secretary-Treasurer, Dominion Woollens -* saat 
EWorsteds Limited, recalled: 


Mr. Dyvre: Mr. Chairman, I would like to alter slightly the plan for pro- 
~ ceeding with Mr. Barrett, because I think perhaps it may save some time. I will 
not leave out any examination of the material with which we must deal. 


By Mr. Dyde: 

~ Q. Mr. Barrett, I would ask you to turn to schedule C7 of Mr. Knight’s 

. report C and the first thing I want to clear up is with respect to the samples, 

~ When you handed the committee some samples this morning they were s amples 

of yarn dyed fancy suitings Nos. 50001 and 50002 and I believe there is a differ- 

ence in the price of these two samples?—A. Yes, the price of 50001 was changed 
‘on February 18 to $4 and $4.40 a yard instead of $4.70. 

Q. And the sample 50002 remains at $4.70?—A. That is correct. 

Q. Will you still keep your eye on schedule C7, Mr. Barrett, and I will call 

your attention to one or two facts on that page. I am locking at the figures 

opposite yarn dyed worsted coatings, the first item on the page, and at January if 

1942 I see under the column “actual cost” there is a column of figures totalling 

$2.50. That is $2.50 a yard is it not?—A. Yes. 

- Q. And under the heading “April 1, 1948”, still dealing with the same 

aterial and under the column “actual cost” there 1 is a column of figures totalling 
$4.50?—A. Yes. 

— QQ. In the comparison of those two columns I find that there is an operating 
income in 1942 of -39 and at April 1, 1948 there is an operating income figure 


to those actual cost figures you could knock off a dollar a yard on that material 
as at April 1 and still make a greater operating income than you made in 1942? 
That 3 is correct is it not?—A. To make that comparison, it is quite within the 
“range of possibility, without further explanation, that it could be done. The 
further explanation which I think is required is that when the cost of material 
was figured on the Ist of January 1942 we were basing that material cost on the 
purchase of the top from Bradford. 

Q. Yes, now we will go further into that in a moment but I want you to 
hook at the next item, yarn dyed worsted fancy suitings— 


Mr. McGrecor: Are you referring to this report C?— 


__ Mr. Dype: Yes, I have asked you to look at the first page of schedule C7, 
which we have been discussing up to now this afternoon. 


By Mr. Dyde: 
— Q. I would like you to look at the second item—yarn dyed worsted fancy 
_ Suitings—and there when I compare the two columns, namely, the actual cost 
column on January 1, 1942, and the actual cost column on April 1, 1948, the 
same remark which Tr made a few moments ago would apply—if you knocked 
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a dollar a yard off the price at April 1, 1948 you would still make a better — 
operating income than you did at January 1, 1942. Your answer I presume is 
thé same—that there is an explanation?—A. Yes. 

Q. I would lke you to tell the committee as fully as you can about that 
explanation and I am going to start by asking you to explain to the commitee 
your system of manufacturing and selling. You told us something about it this 
morning and mentioned two periods a year at which you bought and manufac- — 
tured. Would you tell us about that again, more fully than you did this 
morning? I will start by reminding you of a date which I jotted down when you 
said ,the business was seasonal and that on about the 15th of February you 
plan for the fall season and that you manufacture from then on and sales are 
made between that date and October?—A. Yes. 

Q. On the 15th of February of any year, or about that time, do you take — 
orders from people in the trade?—A. Yes, that is the purpose of the quotations. 
We quote and take orders at that time for future delivery. | 

Q. When you take an order on or about the 15th of February a customer 
comes into your plant and orders a certain number of yards of goods, I_ 
suppose?—A. Yes. 

Q. And you quote him a price?—A. Yes. 

Q. The price is based on what, or what price do you quote him at that 
time?—A. The price is based on the replacement cost of the raw materials that 
goes into the goods which are selling. 

~ Q. Now how do you arrive at the replacement cost?—A. The trade papers 
periodically quote the price of tops and we had to buy tops from Bradford we get 
quotations from the top makers there. We are constantly in touch with the raw — 
wool market in Australia from Australia from which the material comes and 
sales are proceeding under normal conditions at that time. Cables inform us as— 
to the price which are being asked and very frequently we are placing orders with | 
our broker, sometimes at an open price and sometimes at a price which is given | 
to him. He bids at public auction for the wool. | | 

(. It is on the basis of that price that you quote to your customers?—A, Yes. | 
-  Q. You have tables before you month by month or perhaps oftener of | 
your various other cost items, have you?—A. Yes. 

(. And the other cost items are items of labour, overhead, and so on?—_ 
A. Yes. | 
Q. 'Then will you also follow that up by telling me if around the same | 
period of the year you manufacture cloth in addition to the amount that your 
customers order? Do you manufacture cloth to put on your shelves and which 
you hold there in case there are future orders?—A. I would answer that question | 
by saying yes and no; sometimes we do and sometimes we do not. 

Q. Let us take February, 1948. What amount of cloth did you manufacture — 
which was not ordered at the time by your customers?—A. You have picked 
February of 1948 and. I happen to know there was an accumulation of a fabric 
which was made which did not turn out as satisfactorily as we expected it would, 
and therefore, it was not offered to any of our customers and we still have it on | 
hand. We hope at a favourable opportunity to dispose of it, 

Q. How much of it was there?—A, I think there was somewhere about 
50,000 yards. 

Q. Out of a total manufacturing of how much?—A. The 50,000 yards. 
would represent probably 10 days production of the entire mill. 

Q. Apart from that quantity, had you manufactured by the early spring of 
1948 anything that had not been ordered?—A. No. 

Q. So that the material, the fabric that is manufactured following February 
1948—with the exception of the 50,000 yards you have mentioned—is material 
which has been ordered by your customers?—A. Yes. ‘ 
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a Q. They are firm orders; ig that correct?—A. Oh, yes. 

 Q. Orders for so many yards at such and such a price?—A. At such and 
~ such a price. 
2 Q. And therefore the only loss that you can incur is if the customer is 
unable to pay when you deliver? That is your only trade loss?—A. I would 


= 

not say that was true from past experience. 

— ———-—«Q. «What other risk do you run?—A. Past experience has indicated that if 
i a decline takes place in the price of fabrics you very often have to reduce your 
price with the decline in the market. 

Dg Q. Have you done that?—A. In the past, yes. 

ra Q. How long is it since you have done that?—A. We have been in a rising 
market for nine years, so there has not been anything like that done for nine 
= years. 

7 x = But you can remember that at some time or other you had to do that? 
a Pk. es. - 

a Q. And if you are anticipating a falling market you also anticipate that 
a customer might come along and beat you down?—A. Yes. 

4 Q. Even though they have given a firm order?—A. Yes. 
a Q. It remains to be seen whether that experience will occur in the future, 
but you do not know what will happen in the future?—A. Absolutely not. 

% Q. You try to get as firm an order as you can when you are selling goods 
= inthe first place?—A. Yes. 


* Q. I want to come back to schedule C7 after that little digression, and I 
will ask you to explain to the committee what it is which makes my remark 

- wrong—my remark that you could knock a dollar off the selling price of your . 

materials and still show more operating income?—A. The cost of material 

figure January 1, 1942, was based on the cost of tops, which would be imported 
from Great Britain. The actual cost of the material on April 1, 1948, was on 
& tops that were made from low-priced wool which we had been fortunate enough 
= to buy in Australia probably twelve months ahead of that time. During the 
war period we combed tops for our own use. We found that by buying raw 
material from the primary market and combing our tops we could ,get a very 
much lower-priced top than we could by buying it from them, giving us, as 

_ Mr. Griffin pointed out this morning, tops that were and still are the bottleneck 
in the worsted cloth industry. The replacement value of this. material at 
April 1, of which the actual cost was $1.26, is $2.33. That is on the yarn dyed 
worsted coating. On the yarn dyed finished suiting the replacement cost is $2.19. 

Q. And you have already explained how you arrive at the replacement cost, 
the method by which you arrive at the replacement cost of $2.33; have you? 
—A. Yes. 

. Q. Now, would you look at two other columns. I am now looking at the 
~  eolumns of figures under April 1, 1947, and there I am looking at the cost based 
on replacement values; and I see, cost of materials as at April 1,.1947, to be 
$1.57 a pound. Do you see that figure?—A. Yes. 

Q. And then in the column under April 1, 1948, actual cost, I see that the 
- cost of material is $1.26?—A. Yes. 

Q. Now, the first conclusion that I am forced to come to, Mr. Barrett, is 
that the $1.57 cannot have been a correct figure, because when we get to April 1, 
1948, we find that the actual cost is down to $1.26. Now, you might tell us 
about that?—A. Well, as I said before, the low-priced wool we had on hand 
which we combed ourselves produced a top at $1.26. That has nothing to do 
with the replacement value as of the Ist of April, 1947. 

Q. But in April of 1947, you are speaking of replacement costs of $1.57; 
and then we find that subsequent to that even though wool has gone up in the 

- meantime your actual cost is $1.26—A. Yes, but may I point out that I. went 
to some— 
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Q. Length?—A. I don’t know whether it is length or not—to tell you this” 


~ morning that the raw material commitment had to be made very far in advance — 


of our actual consumption. Now, it may be, as you suggest—our cost figures 
are very accurate—that there may have been some raw material that had been 
in stock for more than 12 months at that time and which might have been 
bought in the year 1945 because the delivery of raw materials during that 
period was very bad, very uncertain. But I do not think there is any significance 
to be placed on the fact that because we happen to have cheap materials on 
-hand with which to reduce the raw material cost that it had anything to do with 
the replacement cost based on April 1, 1947. 

Q. No, but the significance I think of my remark is that I am finding a 
very high operating income figure as at April 1, 1948; namely, $1.53 a yard? 
—A. On the actual cost, yes. 

Q. Yes. Now, why shouldn’t we look at the actual cost when we are 
speaking about this problem of prices?—A. Well, if you sold on a steadily. 
rising raw material market all the low-priced raw material you had at the price 
you paid for it you would not have money enough left to replace the raw 
material at the -higher price. 

Q. Yes, but when you take the order in February of 1948, your customer 
pays the price which you think will cover you for all your overhead and all 
your costs at the replacement value?—A. Yes. 

(. Then when it is paid you find that in a great many cases you have been 
able to buy wool cheaper; is that right?—-A. No, not in the last nine years, 
we have always paid more. In other words, the amount, the value, we base our 
cost on, that is the replacement cost, we base our cost on values which almost 
invariably have been higher when we come to buy materials. 

Q. But that could not have been the case between April of 1945 and 
April of 1948 because your replacement value was $1.57 in 1947 and your actual 
cost is lower, $1.26—A. I do not know whether I can do anything more to 
explain that that $1.26 a pound is undoubtedly a cost based on raw material 
that has been on hand for a very considerable length of time. 

Q. How long?—A. I could not tell you. 

‘Q. Was your actual cost since January of 1942 higher?—A. Well, no. That 
is a different thing. That is buying tops, this 1s buying wool in the primary 
market and combing it into tops in our own plant. That is two different things. 

Q. So we cannot compare 1942 with 1948?—A. No. The raw material 
~ there in 1942 was tops. The raw material at April 1, 1948 is raw wool. 

Q. So what you are telling me is that through a change in your manu- 
facturing method you are today making an operating income of $1.53 as against 
39 cents operating income before?—A. No, no. I did not say that at all. 
It just so happens that this figure works out that way. We do not subscribe 
to the fact that you can continue in business by figuring your raw materials 
on actual cost, because what you may set aside and put into higher costs of 
raw materials on. a rising market you are certainly going to lose when the raw 
material market declines. 

@. Well now, I have heard that explanation; but I want for a moment to 
refer to another schedule which is schedule C8. When Mr. Knight was on the 
stand, I do not know whether you did this or not; when Mr. Knight was on the 
stand we were checking over the inventory reserve figures for the several 
years when he told us that in 1936 there was no figure before us there in the 
inventory reserve column, and there was none for the next three years there- 
-after; and that when it came to 1940 there was a black figure of $360,000; 
in 1941 a black figure of $16,000; in 1942 a black figure of $81,000; and then two 
red figures, 1943 and 1944, namely $42,000 in the first and $108,000 in the 
second; and then two years, 1945 and 1946 when there was no inventory 
reserve figure; and then in 1947, when $463,000 was taken. Now, would you 


tn ee ae aera 


i PRICES 3785 


please explain to the committee what your system has been in handling 
inventory reserves?—A. The inventory reserves for the year 1940, 1941, 1942, 
Pe 1943 and 1944 were an entirely different type of inventory reserve to that 
set up in 1947. The reserves set up in the years 1940, 41, 42, 48 and 1944, 
was an inventory reserve of a set up under the Excess Profits Tax Act, and the 
reserve applied to the excess profits tax only. That reserve varied from year 
to year due to the fact—I am speaking from memory—that the reserve which 
- was authorized under the Excess Profits Tax Act was on a stated quantity of 
material that you had on hand at the end of the fiscal year in 1939 and at the 
price which then prevailed. As the quantity increased your figure of reserves 
was adjusted. Now, these are figures that were made up by the Inspector of 
Income Tax and the normal tax has been paid on it. The only tax that remains 
to be paid and still remains to be paid is the excess profits tax. Under that act 
these reserves amounted to—it is open now—about $300,000. They had to be 
added back to your profits for the year 1948 and the rate of excess profits tax 
which prevailed in the year 1947 has got to be paid on that. 

; Q. Now, you have spoken of thé previous years, and I think you said 
that there was a difference in 1948, that would explain that amount of $463,000; 
is that right?—A. No, that’is an explanation of the reserves which you men- - 
tioned in the 5 years. 

Q. Yes.—A. That is 1940 to 1944. 

Q. Thank you.—A. The reserve that was set up in the year 1947 is an 
accounting figure. That was obtained from our records; and, as I explained, 
was in order to replace the raw material that had been used in the production 
of 1947 which cost us $463,000; and the same to replace that raw material in 
the year 1948. — ! 

Q. Can you give me the working out of that figure? You are referring now 
to a specific method of arriving at $463,000. Can you produce for me the 
working out of that figure?—A. I think we can, yes. We will be very glad to 
produce that for you. We have not it here. 

_— Q. I think it is important that you should because [ am going to really 
make another suggestion to you in a minute, so I wish you would make a note 
of that because I should like to have produced an exact statement of how that 
figure came to be arrived at. Now, I want to go to a statement which you have 
- filed. I think that our easiest way to do this would be for me to supply the 
~ members of the committee with additional single pages to your pages out of 
the return you made to the chartered accountant. I would ask that there be 
distributed to the members of the committee both these documents. In view 
of the fact we will be referring to them I think these two pages should be in the 
~ evidence at this place. It may not be necessary for us to produce any further 
part of the return made by Dominion Woollens and Worsteds, and it may be 
these will be sufficient for the purposes of all members of the committee. 
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By Mr. Dyde: 

¢ Q. I should like you to look at statement No. 1, page 2, which contains a 
“comparative statement of profit and loss by years, and I should like to refer you 
to the year ending December 31, 1947 which is over on the right hand side. This 
statement shows in the top half of the page your total cost and expense. A 


figure is reached of your total cost and expenses, and a figure is reached of operat- 


“Ing income before bank loan and bond interest, inventory reserves and taxes on 
‘income. I find there a figure of $1,115,057. Do you see that figure? A. Yes. 
@. Then the process has been gone through of adding other income which 
amounts to $467, and of deducting other charges, namely, interest on bank loans, 
interest on bonds and debentures, other financial and non-operating charges, and 
additional depreciation, and you find a total net figure a little further down of 
$192,649. Do you see that figure there?—A. Yes. 
: Q. Deducting the $192,649 from the $1,115,057 up above you get net income 
before provision for inventory reserves and taxes on income of $922,875.—A. Yes. 
- Q. Let me stop there for a minute. Will you please tell the members of 
the committee what is the meaning of additional depreciation of $60,526? What 
is that?—A. In round figures the depreciation which we are entitled to from the 
Income Tax Department is $100,000, and we took an additional $60,000 which, 
of course, we had to pay tax on. 
~ Q. Why did you do it?—A. The principal reason is that depreciation of 
$100,000 on a plant of $4,600,000 is, in our opinion, too small, particularly so 
when capital replacements are at least double what they were in pre-war years 
when the amount of depreciation was fixed with the Income Tax Department. 
So we have to get additional money from somewhere to finance the purchase of 


- 


7 capital replacements, the depreciation of $100,000 not being enough. I believe 


in the year under review our capital replacements were $205,000 actual cash. | 
_-Q. :1947 is the first year in which you have an item for additional deprecia- 
tion with the exception of 1946 where I see an item of $17. I am talking of 
additional depreciation, running your eye along that same line. I have to go 
‘back a long way to 1937 before I find any other item on that line—A. Well, I 
Wo not remember, but if the figures are there I am quite sure Mr. Haufschild 
would have given the facts. ; 
~ Q. If there is any question that I ask that Mr. Haufschild can answer 
“immediately, he can answer it, provided you agree. 
e Mr. Havurscuiip: The $17? 
4 Mr. Dype: Yes. 
P Mr. Havrscuitp: That was a very small difference between the income tax 
amount and what we set up in round figures. ' 
The Wrirness: And what about the years 1942, 1943, 1944? 
Mr. Havurscuitp: We took depreciation, yes. 
Mr. Dyve: You have depreciation but you have no additional depreciation. 
Mr. Havurscuitp: Of course, in the years prior to 1945 the amount we were 
allowed by the Income Tax Department was considerably larger than this 
$100,000 we are allowed at the present time. 
a Mr. Dyonre: I see that. I see in 1945 your depreciation figure was $68,433 and 
you took no additional depreciation. 
The Wirness: Of course, they did not have any profit to take it from. 
+ Mr. Dyove: In 1946 your depreciation was $70,046 and you have additional 
depreciation of $17. . 
The Wirness: That is an adjustment figure. 
By Mr. Dyde: 
Q. So you have some profit, I take it, in 1947, and I put it to you that is the 
Tea = that it is there?—A. That the $17 is there? 
 -15441—3 
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~ Q. No, that the $60,526 is there. Is that not the simple explanation, that you 
have some profit?—A. Oh, yes, and required money for capital replacements? _ 
Q. Is that a scientific figure? Have you worked out somewhere the figures 
which will show why you took $60,000?—A. I think that is a figure that was_ 
drawn out of the air. 
Mr. Havrscuiip: No, it is calculated. 
Mr. Dype: It is a calculated amount? 
Mr. Haurscnuixp: Yes. 
Mr. Dype: You can produce the calculation if we require it? 
Mr. Havurscuip: Yes. 


By Mr. Dyde: 

Q. I am still carrying on down that same line of figures, and after the fice 
of $922,875 we have in the next line across the page provision for inventory — 
reserves, and there I find the figure which corresponds to the figure Mr. Knight 
put on schedule C-8, namely $462,792. Now, I do not want you to understand — 
my next question as being anything but a question which is for the purpose of 
clearing it in my own mind, but I think you saw a profit of $922,000 and you~ 
thought you had better take over about half of it for an inventory reserve; 
would that be right?—A. I answered that question before. I said the figure of — 
$462,000 was an accounting figure that we arrived at of an amount of money 


which we would have to spend to replace the raw materials that were Reed 


in the production for 1947. 

(Mr. R. Winters, now presiding as Rene chairman. ) 

Q. This is because of a change in bookkeeping since 1946, is it, because in 
1946 there is a blank —A. Oh, yes. 

Q. In other words, in 1946 you did not need any money to carry out the 
same purpose, or is it simply a change in bookkeeping?—A. Well, that $462,000 
was a figure that we managed to make by using up lower priced raw material 
that we had on hand. 

Q. It still looks odd to me, not being an accountant, that on that system off 


' bookkeeping you should require a scientific figure of $462, 792 in 1947 and that 


you should have come out flat even in 1946—A. Well, the point was in 19460 
you had no profit to set aside that reserve from. 

@. You have not the same profit. You have some profit, but you still are 
just even, exactly. You do not carry out the same system, year by year. In 
other words, what you are really telling me, Mr. Barrett, is that when you have 
a profit, then you take this system of inventory reserve; is that not exactly what 
you are telling me?—A. Well, the facts are that the necessity for taking that in 
1947 was a very sharp rise in prices on our raw materials. 

@. The prices on raw materials have been rising for years?—A. But they. 
never rose as quickly as they did in the year 1947. This 3 is a figure, here— 

Q. If it is a graph, I do not think I will be able to understand it—A. Well, 
the figure for the price of our raw materials rose from about 48 pence in April, 
1947, to over 90 pence at the end of the year. It rose, in other words, about 
43 pence a pound in eight months. 

Q. We had figures given to us this morning, Mr. Barrett. You probabil 
heard Mr. Griffin, who said that there had been a sharp increase. However, 
T still see this, that i in June, 1939, fine quality cost 43-2 cents and in June, 1946, 
it had gone up to 71-8 cents; June, 1947, to 99-5 cents. There is a steady and 
quite pronounced rise all that time?—A. In the years— ¥ 

Q. From 1946 to 1947, I see from the figures I have that the prices on raw. 
wool went up quite considerably from 1946 to 1947?—A. Yes, but nothing like 
as much as they went up in the eight months of 1947. 
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_ Q. Now, I come back to the same point again. On looking at this state- 
aent No. 1, page 2, I find that in 1945 you had a reasonably nice profit. There 
3 no inventory reserve there, either?—A. In 1945, we were under ceiling prices 
or raw materials, with raw material prices to us uniform throughout the whole 
fear. 

~ Q. So, you did not require to do anything about inventory reserves?—A. No. 
_ Q. Under price control, you do not need to worry about inventory reserves? 
-A. If they will give you a subsidy on the difference between the control price 
nd the price the raw material cost you— 

__Q. When did you go under price control?—A. We went under price control 
1 September or October of 1941. 

__ Q. I think you are right about that. In 1942, under price control, the 
aventory reserve figure is $81,000?—A. But that is the inventory reserve that 
ras set up under the Excess Profits Tax Act which is an entirely different reserve 
rom the 463 we are talking about. 

_ Q. So, what it amounts to is this; as we look down the column of figures for 
ustance, inventory reserve, it is something different each year we look at it except 
yw those years from 1940 to 1943 when you were under the Excess Profits Tax 
et?—A. Yes. 

Q. Right?—A. That is right. 

_ Q. Prior to 1940, when you were not under price control, you had no system 
f dealing with inventory reserves; is that right?—A. We did not have any 
ecause we had not made any profit. If we could make any profit, I think in order 
) insure the continuing of a business which is dealing with a highly fluctuating 
iw material such as wool, it should, when the opportunity occurs, provide a 
»asonable inventory reserve on account of the tremendous fluctuations. 

_ Q. But you said you had no profit in some of those previous years?—A. Yes. 
_ Q. Actually, you had some profit, but what you are telling me is you did 
ot have enough profit to set aside an inventory reserve?—A. Quite right. 

_ Q. You did have a profit in 1939. You did have one in 1940 and 1941? 
-A. In 1940, of course, we set up the reserve under the Excess Profits Tax Act. 
~ Q. In 1939 you had a profit?—A. Yes. 

_ Q. Now Mr. Barrett: you may have to look at this unless you had it 
istributed to you when Mr. Knight gave us these figures. There was a sheet 
' figures in which he gave us the changes in selling prices of the various 
mamodities shown on schedule “C7”. I am looking at the yarn dyed worsted 
ating. I see there that there were changes in price on April 14, 1947; 
ugust 15, 1947; January 15, 1948 and February 15, 1948. Now, will you 
ease explain the necessity of those increases because you have three increases 
nee April 14, 1947 in that particular article?—A. Increases in price were 
ae entirely to the increased replacement cost of raw material; the increased 
bour cost and also other manufacturing expenses. 

a” You are on a replacement cost basis on April 14, 1947, are you?— 
. Yes. 

| Q. It is at that time you start calculating your price on that basis or had 
du started previous to that time?—A. Well, we are always priced on a replace- 
ent basis until the war period. During the war period, you could not price 
? replacement cost of the selling price of raw materials, but on April 14, 1947, 
e reverted to the practice that we operated on prior to the war. 

=Q. Prior to control?—A. Prior to control. 

_ Q. Then, would you please turn to another table which I have already 
stributed, that is, statement No. 2, page 5. Have you that sheet in front 
‘you, Mr. Barrett? This is a comparative statement of profit and loss by 
Onths in 1948?—A. Yes. : 


| 
| 
} 
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Q. Now, about halfway down the page, you will find some figures there 
which on my copy are underlined. I do not think there is any reason for their 
being underlined except that they are the last figures in a column of figures 
which is being added up. You find provision for year end adjustment and 
you see the figure $15,000 in January, $15,000 in February; $15,000 in March 
and for the three months, $45,000. Now, would you explain to me what the 
provision for year end adjustments is? What is that for?—A. Our monthly 
operating statements are on a basis of perpetual inventory figures. Now, while 
those perpetual inventory figures— 4 

Q. What do you mean by “perpetual inventory figures” ?—A. Well, an 
inventory figure that is compiled by adding to what you have in stock at the 
beginning of the month and deducting what you have used during the month, 
Now, in arriving at the month end inventory figure, the human element comes 
into the picture. There are adjustments to be made when the physical inventory 
- is taken. We make provision in our monthly interim statement for that 
adjustment, I think 2 per cent—is that about 2 per cent? . 

Q. That is about 2 per cent, a little less if anything?—A. I think that 
is the figure which is considered a safe figure to use. I think, as the usual 
thing, our adjustments do not run as high as that. The difference at the end 
of the year goes into the profit figure. E 

Q. You have always adopted that figure, have you?—A. Oh, yes. 4 

Q. Does that apply also to the figures for 1947 and previous years?— 
A. It would if it were shown month by month. ny 

Q. This is a practice which you have followed throughout?—A. Oh, yes. 

Q. Now then, farther down, you see another underlined figure and again 
it is additional depreciation. You find a figure of $5,000 and $5,000, ete, 
underlined. Is that additional depreciation being taken on the same basis 
as you explained to the committee a few minutes ago?—A. Yes, and for the 
same reason. | 
Q. You propose to do that throughout this year, or do you only do that 
when you think the profit situation warrants it?—A. Well, you cannot set 
it aside if you have not got a profit; that is the point to make. We have 
got to get the money to finance these capital replacements which are costing 
us so much more than the actual depreciation which is allowed by the Income 
Tax Department. : 

Q. So that these sums of money are for capital replacement?—A. Yes. 

Q. Then, a little farther down on the same page, you have a provision for 
inventory reserves. I see that there is being set aside amounts totalling $200,006 
for the three months?. Now is that also because you have a profit and you 
can set that aside in that way, or again is that on the basis of replacement? 
—<A. That is again on the basis of replacement and while we cannot exactly 
get an accounting figure from month to month it is a provision for a reserve 
which at the end of the year will be converted into a reserve that is calculatec 

on an accounting figure. : 
Q. And it will be calculated in exactly the same way as you calculated the 
$497,127, in 19477—A. Yes. 7 
In other words there may have to be an adjustment at the end of the yeal 
one way or another?—A. That is quite right. 4 
Q. You are running along in 1948 making a sufficient profit that you can se! 
that aside?—A. The last figure I saw in connection with it—anything that may 
be a net profit that we are making in 1948 has got to be invested in more woo! 
because wool prices have gone up in an extraordinary way in the year 1948) 
Q. Yes, but you are fairly well satisfied are you not with the figures in 194° 
so far, showing a net profit in each of these three months of January, Februar) 
and March?—A. Operating as we do taking off the monthly operating statement 
but we have two more months to go. = 


* 
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| Q. How are you doing?—A. There are still the months of April and May. 
bout halfway down on the statement No. 2 of page 5 you see operating income, 
before bank loans, bond interest, inventory reserve and taxes on income. for 
the three months, is the figure of $505,000, which figure on the basis used by the 
‘accountant is 20-5 per cent. The corresponding figure for the month of April is 
15-5. The operating income would be $135,000 in the month of April as com- 
‘pared with $183,000 in the month of March. In the month of May the operating 
‘income figure is $91,000 going down to 13-8 per cent. That is an indication 
‘that our low priced raw material is fast disappearing and we are getting to the 
high priced material. 
_ Q. I think for the purpose of the record, Mr. Barrett, I have one step farther 
to go in regard to statement No. 1, page 2. Would you mind turning to that 
_ page again? Am I correct in saying that at the end of 1947 we find a net profit 
figure of $267,583?—A. Yes. 
—  Q. And I think, as per your letter of June 2 to Mr. Knight, there is a further 
‘deduction to be made from that figure. I believe Mr. Haufschild wrote the 
‘letter but you recall it do you not?—A. Yes, I think that deduction should not 
be made from the $267,000 but it should be made from the inventory reserve of 
$462,000. 
~ Q. Would you just tell me why it should be done that way?—A. The 
_ $462,000 is inventory reserve before taxes. Taxes on that amounting to $179,000 ° 
should not be deducted from the net profit shown of $267,000. 
--Whichever way it is deducted it will amount to this will it not? The figure 
at the end of that column, instead of being $267,583 will be $179,913 less, or 
_ $87,670?—A. You are quite right. 

Q. And that is as the result of the letter which you wrote after having 
produced those figures for Mr. Knight, and you suggested there ought to be a 
change in the figures given to him. 

‘ 3 Mr. Irvine: Mr. Dyde, can you tell us how much the deduction was and 
4 hat it was for? 
e Mr. Dype: I am coming to that right now, Mr. Irvine. 


¥ 
|! 7 


By Mr. Dyde: 
— Q. We have had difficulty, Mr. Barrett, in being quite clear as to how 
this rose and I want you to explain. You check me if I am wrong but the figures 
on statement 1, page 2, were supplied to Mr. Knight in answer to the question- 
naire. Those figures reached him in May—the date does not matter—and 
- sometime afterward, on the 2nd of June, you wrote a letter asking to have the 
figures changed and that is the way the deduction arose, is it not?—A. Oh, yes, 
you are quite right. 
~  Q. So that you will not be taken unawares I am putting in front of you 
the letter which came from the company and and which Mr. Knight has 
already quoted. Mr. Knight quoted the paragraph which I am now showing you 
“in this letter but you might look’ at it and tell the committee the reason for the 
 inéident occurring as it did? 
Mr. Prnarp: Have we the letter on the record? 
Mr. Dynes: The letter to which I am referring has come since, namely on 
June 2, and part of it was read into the record, Mr. Knight. 
The Witness: Just what is the question now, Mr. Dyde? 

By Mr. Dyde: 
Q. I want you to explain to the committee really just what you want to 


explain; why was it that at that stage it was necessary to make a change when 
these figures had all been made up and when for ‘example they were correct 
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and accurate figures; just to make a change at a subsequent date?—A, Well, 
I think the change occurred because in presenting the figures to Mr. Knight 
of $462,000 we were a little uncertain in our minds as to whether Mr. Knight 
understood that to be a tax paid reserve, or whether it was a reserve on which 
taxes had not been paid; and we wanted to be clear on that to Mr. Knight 
so there would be no misunderstanding. 4 

Q. So you then wrote him this letter, and you have just explained to the 
committee what that means?—A. That is the reason for the $462,000. ; 

Q. In the other case we had this figure of $462,792 which was shown? 
—A. Yes. ; 

Q. And then. you wrote a letter to Mr. Knight saying that there is a 
correction to be made—I want a correction to be made—and I want you to 
explain to the members of the committee on what. basis you were asking that 
it be made—A. I think the explanation is what I made before; that we were 
afraid that Mr. Knight might take this figure of $462,000 as being a tax paid 
reserve, and we do not want him to labour under any misapprehension, and we 
drew his attention to the fact that it was a reserve that had been set aside 
before provision had been made for income tax on it. ‘ 

Q. And that you had to make provision for income tax?—A. We expected 
to, we did not know. Y 

Q. You had to make provision for income tax; is that not correct?—A, Well, 
“we expect to have to the way it stands at the present time. We do not know 
whether that will be allowed. There is a possible income tax hability there 
of $179,000. 4 

Q. And if you found you had to pay it you wanted to make the provision 


which was made as explained in your answer?—A. That is right. 


Q. And you had it calculated on the basis of what that provision would 
be in case it was taxable; isn’t that the simple explanation?—A. Yes. ~ , 


Mr. McGrecor: It simply means this, that you put that item in there 
and there should have been the tax to come out of it, that it included the tax? 


The Wirness: Oh yes. ; 
Mr. McGrecor: That is all there was to it? 
The Wirness: That is right. 


Mr. McGrecor: The way it has been presented it would almost seem ag 
though there had been some great secret behind this thing, 


’ Mr. Irvine: Is there any doubt about the tax having to be paid? 
The Wirness: You can hardly say it is taxable. 


Mr. Irvine: I thought there was an expression in your letter as to whether 
it was or not? 


The Wrrness: Yes. There is some doubt still. s 
Mr. Irvine: Why was that doubt expressed? 4 


The Wirness: Well, the doubt is expressed because it all involves this 
question of taxing the profit that you make. This is not profit in cash, it is a 
paper profit that you make on a rising raw material market and that disappeataal 
very quickly when the market falls. I do not know whether the authorities | 
would listen to any representations on the subject or not, but our feeling in | 
connection with the whole thing is that if you don’t try to get what we i | 
a reasonable adjustment if there is any chance at all—but we have been clear | 
and above board on the whole subject. It says, here is what we have done and | 


here is the reason why we have done it, and we may or may not have to pay | 
the tax on it. 


. 
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By Mr. Dyde: 

Q. This morning, Mr. Barrett, you made a criticism of Mr. Knight’s work 
jn one respect, and which I think we should clear up at this stage. You spoke 
‘about first having dealt with the 1948 figures in connection with the refundable 
portion of the excess profits tax; and I think your criticism there was that it 
inéluded the refundable portion of the excess profits tax in the figure for capital 
employed. I think that was your criticism.—A. Yes, that was one. . 

Q. That was one of your criticisms?—A. Yes. There were two. 

Q. Would you refer to the page in the report on which we might examine; 
or can you tell us where in Mr. Knight’s report that question arose in your 
mind; and, how do wish to have it answered?—A. It is in connection with 
section C-8. That is on page 12. That would be an adjustment at 6-4 per cent 
and the 8-2 per cent. 

Q. If Mr. Knight had not included the refundable portion of the excess 
profits tax those two items would be higher, would they not, those two items on 
‘page 12 of per cent of profit to capital?—A. Yes. 

Q. So that in fact Mr. Knight was giving you something of a benefit when 
the figures were being shown because if he had not included the refundable 
portion of the excess profits tax then your percentage of profit to capital would 
be a higher percentage, would it not?—A. Slightly higher, yes. The point I was 
_ making was that the money was not in the business yet. 

a Q. No, and the point I am making is that he rather gave you a little bit of 
the benefit of the doubt when it came to percentage figures because if he had 
_ taken out that item then it would have shown your percentage of profit was 
higher than that which is in his report? That is correct, is it not?—A. Yes. Of 
course, the other item I mentioned was there, too. 
M. Q. That is the realistic figure with regard to the change from preferred 
stock to debentures, is it?—A. Yes. 

. Q. Let us look at that again for a moment or two. In that connection we 

look at schedule C-8. I think this morning you referred us to 1943 and 1944.— 
PA. Yes. 

Q. And you said that the capital employed in 1943 was $2,877,000, and 

~ that it was reduced to $1,725,000 in 1944?—A. Yes. / 
Q. I do not regard that as being extremely important because I am not 
sure it has any particular bearing on today’s high prices, but I will be glad if you 
will show me what Mr. Knight has done there that has in any way injured your 
position with regard to your present prices. You see you are criticizing him a 
pit, and I am really wanting to find out whether your criticism has really any 
bearing on what we are looking at.—A. Well, I was criticizing the fact that this 
adjustment was not made because the percentage of the profit to capital, as 
indicated on schedule C-8, is 7-8 in 1948, and although the profit in 1944 was 
_ virtually the same the percentage went up to 13-9. 

Q. Yes—A. That is all I was referring to. I just wanted to get it correct. 

Q. In that connection also there is a difference, is there not, between a man 
who holds preference stock in a company and a man who-holds a debenture of 
the company, and there is a difference in the accounting method of showing what 
is going to be paid to the stockholder as ‘against the debenture holder? Am I 
correct? In the preferred stockholder you are dealing with a man who has 
actually a share, such as it is, in the company. He owns a little bit of the 
company. The debenture holder does not, does he?—A. If the company was 
being wound up I think the debenture holder would come ahead of the preferred 
shareholder. 
| Q. I think he probably would, too. However, when it comes to sharing the 
adventure of the company and assuming that you are making profits then the 

preferred shareholder was going to get 6 per cent, was he not?—A. Yes, non- 
~ cumulative. 
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Q. And normally—and I will be glad to have Mr. Haufschild answer this | 


if he cares to—there is a definite distinction between a stockholder in the 
company and a man who holds a bond or debenture? There is a difference 


from the whole point of view of accounting because the stockholder gets a share 
of the profits. The debenture holder is an item which you are bound to pay — 


anyway, to put it in very broad language. Is Mr. Knight not being fair in this 
thing?—A. Well, the caption that is put on here is “capital employed in the 
business.” Whether the capital is subscribed or whether it is borrowed it is 


employed in the business, so to that extent I do not think there is any difference — 


between the preferred shares and the debentures. 


Q. Do you think he has treated you any differently from any other © 


company ?—A. In this report of his? 
Q. Yes—A. No, I do not think he has, but I do not think that it is a 


realistic figure to be used in connection with the figures that he has calculated — 


as profit. 


Q. But if he uses the same method of arriving at it all the time for every — 


company then you are all in the same boat, and it may happen that you have — 


an item like this, but is it any real criticism of showing how the company ; 
stands?—A. No, I do not think it is, but it has the efféct of increasing the — 


percentage of profit. 
Q. It looks bad?—A. It looks bad. I do not think it is a realistic figure. 


The Actinc CuairMan: Are there any questions from the members of the © 


committee? 


Mr. Dype: You might just wait a minute, Mr. Barrett, because there may 
be some questions come up. 


By the Acting Chairman: 


Q. I should like to ask if Mr. Barrett uses replacement value of inventory 3 


in arriving at a price on conditions of rising prices; would he use replacement 
value of inventory in arriving at a price on a descending market?—A. Oh, 
absolutely. 

Q. Replacement value of inventory ?—A. Oh, yes. 


@. You would?—A. Oh, yes; it is impossible to get the cost of high-priced — 


material on a declining market. 
Q. One other question occurred to. me, Mr. Dyde. In the brief Mr. Barrett 


read this morning he discussed the increased cost of labour and materials and 3 


then he said, “other manufacturing expenses went up a certain amount.” 


Mr. Dype: We have not reached this memorandum yet, Mr. Chairman. — 


While I had concluded my questioning, it was rather with regard to the points 


we were at. So, if there are questions on the memorandum, it would be 


convenient to have them now. 


By the Acting Chairman: 
Q. This is the statement on page 4 of the brief: 


Manufacturing expense costs during the same period increased by — 


147 per cent. 


Mr. Barrett, would you elaborate a bit on that?—A. The other manufacturing 
expenses cover a large number of items. I might mention coal as one; supplies 
of all kinds. In manufacturing operations like ours we are continually having 


to purchase leather goods, beltings, shuttles, bobbins, which amount to a good | 


deal of money. We use large quanties of soap, soda and dyestuffs. We could 
let you have a pretty complete list. ’ 


The Acting CHatrMAN: No, I just wished an idea. : 
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By Mr. Irvine: 

. Mr. Chairman, I should like to ask what are the wages being paid? 
J should like to have the amount paid to the lowest wage-earning class in the 
factory or industry, the highest paid and the average. A 155 per cent increase 
. since 1939 would seem to be quite high. I should like to know what was paid’ 
in 1939. What were the wages paid in-1939?—A. 1939? 

; Q. Yes?—A. I have not got the figures for 1989, but I have the figures 
: taken from the pay sheets for the pay period ending 22nd May, 1948. 
 ~—-Q. Well, we could get from that a 1939 rate if there has been a 155 per 
cent increase. What are they for 1948? What is the lowest paid classs in your 
factory or industry?—A. Well, I am talking about our factory. The figures 
_ I have here before me show the lowest female receives 50-6 cents per hour; 
the average is 71-2; for males, the low is 71-5 and the average is 89-5. 

-- Q. Now, would someone who is a good accountant tell me what 155 per 
cent of that is, so we will know how much was paid in 1939? 


i Mr. Havurscuiup: That does not relate directly to these figures; that is 
labour cost in producing fabric. The labour cost per yard increased 155 
_ per cent. 

4 Mr. McGrecor: Mr. Irvine has asked how much an hour these girls get 
and how much an hour the men get; that is his point. 


Mr. Irvine: That is what I was getting. 


The Witness: I have here some information for 1948. I have not the 
_ information for 1939. 


: Q. That gives the 155 per cent increase, does it not?—A. No, you are talk- 
ing about two different things. In the submission which we made, it was labour 
2 costs have increased 155 per cent, which is quite a different thing from the 
‘ hourly pay of an operator. 


ys 
ie 
: By Mr. Irvine: : 
: 


- Q. That may be, but what is the difference?—A. Well, it is very con- 
siderable, I am quite sure of that, but I have not got it here. I am perfectly 
_ willing to get it for you. 

; Q. Do you mean more labour power produces less goods?—A.. More labour 

_ power—there are a variety of causes for it. 

Q. But you say labour costs include something other than wages, what is 
it? I want to get that—A. No, I do not exactly say that. 

Q. Then, what do you state?—A. The labour costs—where is that again? 

Q. It is on sheet 4 of your statement, the third paragraph from the bottom 
of the page. There are two items; manufacturing costs are up 147 per cent 
and labour costs 155 per cent. Now, I want to know what is included in that 
labour cost other than wages?—A. Nothing. 

Q. Then, what is wrong with me asking for the amount paid in 1939 which 
is 155 per cent less than the 50 cents an hour?—A. There is a change or a differ- 
ence in the labour cost between 1939 and the present time by the introduction of 
different machinery and practice, and of a variety of things. 

Q. Then, is there a difference in the hours of labour?—A. Very consider- 
ably yes, very much less. 

Q. Are they producing more per hour or less per hour in 1948 than they did 
in 1939?—A. I would say that, generally speaking, throughout a plant such as 
ours the production depends more particularly on the speed of the machines 
rather than the skill of the operator. 

Q. That is the tendency now?—A. Oh, yes. If the hours which the 
machines are running is less, it generally means less production. 
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Q. I should think, then, if the machine is supplanting labour the labour 
cost should be lower instead of higher?—A. I say there are various factors” 
which come into this thing. 5 

Q. Having made that statement, I should like to have a little more data on 
it before I swallow the statement it is 155 per cent higher. I should think it 
would be lower?—A. The labour costs? 

Q. Yes.—A. Well, we could elaborate on it for you. . 

Q. I should very much like to have the actual data by which you arrive at_ 
that figure—A. We arrive at the 155 per cent? 

Hon. Mr. Martin: Mr. Chairman, I was wondering how long the com-— 
mittee intended to continue? We have to give consideration to the program 
which lies ahead of us. How long are you going to take, Mr. Dyde? 

Mr. Dype: I think, sir, we could finish with Mr. Barrett and the other 
trade witnesses in wool in another two hour session. 

Hon. Mr. Marrin: What other witnesses are there? 

Mr. Dypre: There are labour union witnesses. 

Hon. Mr. Martin: Are they here now? 3 

Mr. Dypr: No, sir, they have been asked to be here tomorrow afternoon — 
at four. 


Hon. Mr. Martin: We ought to meet tomorrow morning, then. . 

The Actine CuarrMan: If we had a morning session, we could dispose of — 
the trade witnesses and then have the labour union witnesses in the afternoon. 

Hon. Mr. Martin: We are going to have a great deal of work to do 3 
tomorrow night, Thursday and Friday. 3 

The AcTinc CHarrman: Are there any more questions of the Dominion 
Woollens and Worsteds’ witness? 


Mr. Dype: I have one or two short questions which, unless they lead to — 
something beyond will not take more than five minutes. Then, Mr. Barrett 3 
could be relieved. It will only take me about five minutes: 3 

The ActinG CHAIRMAN: Is it agreeable to continue for five minutes? . 3 

Agreed. ; 


: 


By Mr. Dyde: 

Q. Would you go back to schedule C7 in Mr. Knight’s report and would you 
look at the second. page—not the page we were looking a few minutes ago but — 
the second page where it starts with Paton Manufacturing Company Limited. 
This question is a little bit off the beaten path because I am not able to compare — 
the exact qualities of the material but I want to call your attention to the fact 
that a piece of yarn dyed worsted manufactured by the Paton Manufacturing ~ 
Company was selling on January 1, 1942 at $2.15. At that time your yarn dyed ~ 
worsted coating was selling at $2.50. Then on April 1, 1947, this Paton material 
went up to $2.70 and at the same time your material went up to $3.10. At : 
April 1, 1948, the Paton material was up to $3.55 and your material was up to 
$4.50. Now, from my point of view, it would appear that your material, whether — 
it is the same or not does not matter, has gone up more than Paton’s, although — 
you are both in the same market as far as buying material is concerned. Why — 
should your material have gone up more than Paton’s?—<A. I cannot tell you © 
what Paton’s policy is but I have explained the policy we follow is based on the cs 
replacement cost of the raw material. I notice something here in Paton’s figures — 
—I do not know what the brackets are but I suppose it means a loss— * 

Q. Yes, that means a loss but I think there will be an explanation for — 
it and I do not want you to refer the reason to that. I want to impress upon — 
you that your selling price of that particular material has gone from $2.50 
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- looked at the Paton sample and I do not know whether it is the same quality 

or the same weight. 

a Q. Assume it is different. That brings me back to the first question which 

I put to you, and,which I put to you again in all seriousness, and that is that 

_ I would consider that your prices run higher than they should on those materials 

_ that you produce? Is there anything else you want to say about it?—A. No, 

- I have nothing to say; except that a very considerable rising price of raw 

_ materials and increases in the cost of wages—we must recover replacement 

values, and that is the basis we are working on; and on replacement values we 

place a smaller amount of— 

Mr. Irvine: Could we get some data on labour costs about which I was 

asking? I would like to get that, because we probably will be listening to the 

_ Labour Union representatives, and I would like to have both sides of the 

question. 

m Mr. Dyops: Is there any way you can get those figures by telephone? Do- 
- you think you could do that by tomorrow morning? 

The Wirness: We could get it by tomorrow morning, I should think. 


: The Acting CHarRMAN: The committee will adjourn until 11.30 o’clock 
_. tomorrow. 


—The committee adjourned to meet again tomorrow, June 23, 1948 at. 
11.30 am. 
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WEDNESDAY, JUNE 23, 1948 


WITNESSES: 


/ rE. H. Knight, Knight & Trudel, Chartered Accountants, Montreal, P.Q. 


.F, R. Daniels, President, Paton Manufacturing Company Limited, 
- Montreal, P.Q. 


Mr. R. Neill, Secretary and Chief Accountant, Paton Manufacturing 
= _ Company Limited, Montreal, P.Q. . 


fr. Clement Tremblay, Secretary-Treasurer and Director, Ayers Limited, 
_ Lachute Mills, P.Q. 


Mr. S. W. Haufschild, Secretary-Treasurer, Dominion Wodllens & 
: Sevorsteds Limited, Toronto, Ont. 


fr. Gaston H. Ledoux, President, “Fédération Nationale Catholique du 
2 Textile, Inc.”, Granby, P.Q. 


EDMOND CLOUTIER, C.M.G., B.A., LI 
PRINTER TO THE KING’S MOST EXCELLENT lainey, 
CONTROLLER OF STATIONERY Ty 

1948 ba emo 


MINUTES OF PROCEEDINGS 


WepNEspay, June 23, 1948, 


___ The Special Committee on Prices met at 11.30 am., the Vice-Chairman, 
_Mr. Maybank, presiding. 

_ Members present: Messrs. Beaudry, Fleming, Irvine, Kuhl, McGregor, 
_ Maybank, Pinard, Thatcher, Winters. 


: 2 Mr. HA. Dyde, K.C., Counsel to the Committee, in attendance, 


; Mr. E. H. Knight, Knight & Trudel, Chartered Accountants, Montreal, was 
_ recalled and further examined. 


Witness retired. 


' Mr. F. R. Daniels, President, and Mr. R. Neill, Secretary and Chief 
_ Accountant, Paton Manufacturing Company Limited, Montreal, were called, 
sworn and examined. Mr. Daniels produced copies of answers to special 
preliminary questionnaire and copies of the Company’s Annual Report for the 
year ended April 30, 1948. He also filed samples of cloth identified as follows: 
Exhibit No. 149—Yarndyed: Worsted, No. 5201. 

Exhibit No. 150—Piecedyed Worsted, No. 4947. 

Exhibit No. 151—Topcoating, No. 6552. 

Exhibit No. 152—Overcoating, No. 5941. 


g Witnesses discharged. 

-. Mr. Clement Tremblay, Secretary-Treasurer and Director, Ayers Limited, 

Lachute Mills, P.Q., was called, sworn and examined. He produced copies of 
answers to special preliminary questionnaire and copies of the Company’s 

financial Statement as at December 31, 1947. He also filed samples identified 

as follows: 

a Exhibit No. 153—White Blanket Material, No. 1000-V43. 

Exhibit No. 184—Coloured blanket material, No. 1160-XL61. 

_ Exhibit No. 155—Tweed material, No. 40. 


__ During proceedings Mr. McGregor took the chair in the temporary absence 
of the Vice-Chairman. 


_ Witness stood aside and Mr. S. W. Haufschild, Secretary-Treasurer, 
Dominion Woollens & Worsteds Limited, Toronto, was recalled and further 
¢ Kamined. . 


Witness discharged. 


The Vice-Chairman tabled a memorandum by W. F. Spence, Enforcement 
Administrator, Wartime Prices and Trade Board, and one by F. K. Ashbaugh, 

el Controller, respecting the production and distribution of nails. It was 
rdered that these memoranda be printed in Appendix to this day’s Minutes of 
Proceedings and Evidence. (See Appendix “A”) 


43 At 1.05 p.m. the Committee adjourned to meet again at 4.00 p.m. this day. 
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AFTERNOON SITTING a q 

The Committee resumed at 4.00 p.m., the Vice- Chairman, Mr. Maybank, 
presiding. 

Members present: Messrs. Beaudry, Beaudoin, Fleming, Irvine, Kuhl, 

Martin, McGregor, Maybank, Merritt, Pinard, Thatcher, Winters. % 


Mr. H. A. Dyde, K.C., and Mr. Fabio Monet, K.C., Counsel to the Com= 
mittee, in attendance. 


Mr. Tremblay was recalled and further examined. 
Witness discharged. 


>A 
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Mr. Knight was recalled and further examined. He read into the recor 
Report “E”, being summary of information returned by companies primarily 
engaged in the manufacture of cotton yarn and cloth, woollen yarn and cloth 
and artificial silk and nylon. 

Witness retired. On behalf of the Committee, the Vice-Chairman expressed 
to’ Mr. Knight congratulations on the manner in which he had prepared his, 
reports and “presented them to the Committee. 


At this stage, Mr. Irvine took the Chair in the temporary absence of the 
Vice-Chairman. 


Mr. Gaston H. Ledoux, President, “Fédération Nationale Catholique du 
Textile, Inc.”, Granby, P.Q., was called, sworn and examined. 


Witness diccharwed. : zB : 


‘In the course of the afternoon’s proceedings, Counsel, Mr. Monet, tabled: 
communications from the following Companies or individuals submitting 
supplementary information requested at the time of their appearance betema 
the Committee, viz:-— 


Silverwood Dairies, Limited, London, Ont. 
The Borden Company Limited, fi oronto, Ont. ; 
Swift Canadian Company Limited, Toronto, Ont. 4 
C. Guy Bishop, Sherbrooke, Que. | 
Dominion Fruit Limited, Wi innipeg, Man. 
Crelinsten Fruit Company, Montreal, Que. 
Canadian Celanese Limited, Montreal, Que. 


The above communications appear under Appendix “B” of this day's. 
Minutes of Proceedings and Evidence. 


ro 


At 6.00 p.m. the Committee adjourned to meet again in camera for con- 
sideration of its Report to the House, on Thursday, June 24, at 9.30 a.m., me 


to resume in public session later during the day, at a time to be fixed later. | 


_R, ARSENAULT, 


MINUTES OF EVIDENCE 


House or Commons, 
June 23, 1948. 


The Special Committee on Prices met this day at-11.30 am. The Vice- 
Shairman, Mr. R. Maybank, presided. 

_ The Vicze-CuHairMANn: I see a quorum, gentlemen. 

_ Mr. Dypve: Mr. Chairman, I am asking Mr. Knight to come back to the 
nd for a few minutes with regard to a point that arose out of the evidence 


_E. 1. Knight, Knight and Trudel, Montreal, P.Q., recalled: 
7 By Mr. Dyde: 

 Q. Mr. Knight, in the evidence of June 17, a question arose with regard 
to page 11 of your report C, and with regard to the statement referring to Paton 
Manufacturing Company Limited, and you said they included in overhead as - 
component of cost items other than operating expenses. Would you please 
e the committee a statement with regard to that particular point?—A. Yes, 
. Dyde. As I explained on page 11 in my report, Paton Manufacturing 
mpany Limited have included in overhead as a component of cost items 
ther than operating expenses. These items consist of: (a) provision for bond 
nterest at the rate of $28,000 per annum; (b) a provision for dividends on 
referred and common shares at the rate of $82,000 per annum; and the total 
of these two charges, namely $110,000 per annm, represents an average of 
per cent of the selling price of the fabrics analyzed on schedule C-7-(1) ; 
erefore, for the purpose of comparing components of cost of the Paton Manu- 
turing Company Limited with the other two companies, the above-mentioned 
centage of 3-3 of the selling price should be deducted from overhead and 
\dded to operating income. 

_ Q. Would you please go through that with one figure on schedule C-7-(1) 
0 that we will know exactly what we should do?—A. Well, take for example, 
m schedule C-7-(1)—at the end of my report— 
- Q. On C-7-(1) down at the bottom of the right-hand column on the page 
you will find these figures—A. Now, take the right-hand column for your 
mdyed worsteds, under the total as at April 1, 1948, 3-3 per cent of $3.55 a 
rd would be about 10 cents, so that the loss of -0167 shown would for purposes 
of comparison with the other two companies be ‘8; or, in other words, 8 cents; 
d your overhead would be 8 cents less than the $1.02 which is shown— 
r 10 cents less than the $1.02 which is shown, which would be 92 cents. 

Mr. Dype: Thank you, Mr. Knight. You will be coming back a little later 

deal with another matter, but I would like now to call representatives of 
ton Manufacturing Company Limited. 
Mr. Fuemine: Mr. Dyde, would Mr. Knight answer one question for me 
this point? Do you know, Mr. Knight, how much cloth goes into say a 
in’s suit, so we might have some kind of appreciation of what this rise 
prices really means in terms of the price of the finished product? 
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The Wirnzss: From the accounting standpoint I did not come across that 
figure, Mr. Fleming. | 

Mr. McGrecor: I would like to ask one question here in connection with 
this adjustment to these figures which you have made here. Would that not 
be adjusted by the auditors as to tax before final payment of income tax? 

The Wirness: Well, you see, this is a cost statement that is in the firm, 
and the cost statement which is maintained by the firm is the accounting form 
in their operations through which to determine how much the material they 
are manufacturing is costing them, do you see? 

Mr. McGrecor: And that would have nothing to do with income tax? 

The Wirnzss: No. 

Mr. McGrecor: Thank you. 

Mr. Dype: I would now call Mr. Daniels and Mr. Neill. 


Francis Ryland Daniels, 12 Redpath Place, Montreal, P.Q.; President, 
Paton Manufacturing Company Limited, Montreal, called and sworn: 


Robert Neill, 35 Patricia Street, Sherbrooke, P.Q.; Secretary and Chief | 
Accountant, Paton Manufacturing Company Limited, Montreal, called and 
sworn: 


By Mr. Dyde: (To Mr. Daniels) 
Q. Mr. Daniels, what is your full name?—A. Francis Ryland Daniels. 
Q. And your address?—A. 12 Redpath Place, Montreal. 
Q. And your post with the company?—A. President of Paton Manufacturing 
Company Limited. | 


By Mr. Dyde: (To. Mr. Neill) i. 

Q. And, Mr. Neill, your full name, please?—A. Robert Neill. | 

Q. And your address?—A. 35 Patricia Street, Sherbrooke, Quebec. | 

Q. And your position with the company?—A. I ams secretary and chief | 
accountant. | | 


By Mr. Dyde: (To Mr. Daniels) a 

Q. Mr. Daniels, your company produced certain samples when reporting © 

to Mr. Knight, and I would be glad if you would identify these with reference | 
to the samples as we have them on schedule C-7-(1). The first item that we 
have on the schedule is yarn dyed worsted.—A. That is this- sample here, — 
sample 5201. i 
Q. And that is the sample which corresponds to the yarn dyed worsted, — 
being the first item on schedule C-7-(1)?—A. That is correct. i: 
Mr. Dype: Mr. Chairman, I would like to produce that as exhibit 149. 


By Mr. Dyde: (To Mr. Daniels) | 
Q. Then, the next is fast dyed worsted, Mr. Daniels?—A. Example 4947, 
That is the second item on schedule C-7-(1). ae 

Mr. Dypr: Mr. Chairman, I produce that as exhibit 150. 


By Mr. Dyde: “a 
Q. And the next is top coating?—A. Top coating is represented by A | 
sample here, 6552, the third item on the schedule. ce 


. Mr. Dypr: Mr. Chairman, I would like to produce that as exhibit 151. ‘ 
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The Witness: The next is overcoating, represented by sample 5941. 
_ Mr. Dynes: I would like to produce that as exhibit 152. 


By Mr. Dyde: 
> . Mr. Daniels, you have heard the evidence given by Mr. Knight when he 
“read to us report C. I would be glad if you would now give the committee any 
ment that you would care to make with regard to this report. Have you 
“any comment?—A. No, sir; I do not think so. I think the figures as produced 
by Mr. Knight are very fair in so far as this company is concerned. I do not 
‘say that I completely agree with this policy of eliminating bonds from capital 
employed, but that is a procedure that was adopted for all companies, and as 
in our case it did not make any great difference to the profit percentage we have 
not any quarrel with it. 
__ Q. I wonder if you could answer this for me. We have certain pieces of 
material here brought by yourselves and by another company. Is there to your 
knowledge an authority, either a government authority or otherwise, that is 
eapable of comparing these materials for the committee if that were required? 
—A. We have used on oceasion such laboratories as Milton Hersey of Monreal. 
We have also used the National Research Council. 
_  Q. Here in Ottawa?—A. Yes. Of course, there are American companies 
“which specialize in that type of work also. I do not know their names offhand, 
but I could readily obtain them for you. 
__ Q. Mr. Fleming asked a question a few minutes ago which I perhaps might 
ask you now at this point, that is, the amount of material of let us say your 
No. 5201, which is now exhibit 149, which would be required to make a man’s 
suit?—A. That depends on the man, I guess. 
Mr. Fiemine: Mr. Kuhl and I have been exchanging dimensions, and we 
find there is quite a discrepancy between his and mine. 


The Witness: I can get away with three and one-quarter yards. 

Mr. Fiemrine: I think Mr. Kuhl takes about eight yards. 

Mr. Kuuu: Not quite, five and a half. 

The Witness: Three and one-quarter yards with one pair of trousers, only. 
I think that is about the average. 

Mr. Fiemine: I wanted to get the significance of that in terms of price 
‘tise, but if this is not a convenient point for Mr. Dyde to raise that probably 
we can get it later. 

_ Mr. Dype: As a matter of fact, at this stage I am going to’say in view of 
Mr. Daniel’s remarks with regard to the report of Mr. Knight I have no 
questions to ask of Mr. Daniels, and as far as my examination is concerned. 
Iam now finished with regard to this witness. 

The Vicr-Cuamman: Are there any other questions? 


By Mr. Fleming: 


3 Q. I should like to follow up that last point ‘as to the rises in price per yard. 
| Looking at schedule C-7-(1) of Mr. Knight’s report C, which is the one that 
‘Telates to your company, which of these first two would represent ordinary 
suiting material?—A. Both of the first two. 

— Q. And from April, 1947, to April, 1948, you have an advance of about 
85 cents a yard, is it not?—A. 85 cents in the case of 5201 and 85 cents in the 
ease of the other one as well, yes. 

~~ Q. So that actually 1 in terms of apportioning the rise in entering into a suit, 
the average man’s suit of clothes, it runs about $2.80 does it not?—A. That 
“would be about right on the average suit of three and one-quarter yards. 
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Q. So if we look at the cause of the rise in men’s clothing at the retail level 
we will have to look elsewhere for everything except approximately $2.80 per 
suit?—A. Yes, I think that is right. We do not feel we have contributed t 
greatly to the rise in the cost. of living with our increases in the last year. 

(). Have you any figures at all as to general rises in the retail price of men’s 
suits?—A. No, sir, I am afraid I have not, de 

Q. Can you give similar figures on overcoats? Your table indicates a ris 
of 60 cents a yard in overcoat material in the year from April 1, 1947, to 
April 1, 1948. How many yards do you put into the average man’s overcoat? 
—A. I think it is about three yards. I am not as sure of that figuré as I a i 
of the suit. | 

Q. That would mean in approximate terms about $2 per overcoat, would 
it not?—A. That would be about right, 2 

Q. When we are looking at the rise in the price of overcoats there is only $2. 
of it to be attributed to the rise in your selling price?—A. In the primary 
material. i 

Q. In the cost of the primary material?—A. Yes. b 

Q. A topcoat would be about the same amount of material? —A. Yes, 


Q. That has gone up about 40 cents a yard. That would be about $1.25 per 
topcoat?—A. Yes, sir, ie 


By Mr. McGregor: ll 

Q. Would that cover all rises in the price of material?—A. There are 
other... | 
Q. In the last three or four years in that particular line?—A. We: have | 
only made one increase since April, 1947. Is that what you mean? = 
Q. We will say since 1944. What has been the total increase since 1944? ‘| 

A. Well, the prices as shown for January 1, 1942, carried right through 1944.-_ 
That is $1.75. aan 4 
@. What would be the difference in the cost of the material that went — 

into an overcoat, we will Say over the period of the last five years, the total | 
increase?—A. Well, sir, our cost as of January, 1942, was $1.75, and our cost | 
as of April 1, 1948 was $2.38. That has increased 60 cents. — | 
Q. That is the only increase in the last four or five years?—A. That igi) 
"right, and I should point out, too, that this April Ist cost is the cost made as | 
of that date. vd 
Q. We can say that the total] increase in the cost of an overcoat would — 

not have been over $3?—A. Well, it is $2.35—you mean the increase? | 
Q. It would not have been over $3?—A. Sixty cents times three yards 3 

is $1.80. a 
* - Q. And the price of a suit about the same?—A. It is $1.40 a yard times — 


| 


three and one-quarter. Tt would be $4.65, sir. 


By Mr. Fleming: | 4 

Q. Through how many hands does the materia] pass from the time it leaves. x 

the factory until it passes over the retailer’s counter to the consumer?—A. I do 

not think I am entirely qualified to answer that. Most of our goods are sold 

to cutters up, the cutting up trade. As a rule our goods go direct to a Sponger 

who sponges or shrinks the cloth and also grades it. He does the grading for 

the cutter upper. Then it goes to the secondary manufacturer who makes the a 
garments, and then he sells to the stores or wholesalers. f 

Q. When the different kinds of material indicated on the schedule C-7(1) 


leave your factory are they in bolts?—A. Yes, sir, in lengths of approximately 
sixty yards, ee 


he 
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’ #£The Vice-Cuarrman: Are there any other questions? Thank you, 
Mr. Daniels. Who is the next witness? ‘ 

a Mr. Dypr: Call the representatives of Ayers, Limited. = 

> Mr. Fremrne: Mr. Chairman, the questionnaire and annual statement of 
_ this company, I presume, were filed as exhibits. I do not think they were 
referred to as exhibits. 

__ The Vicu-Cuatrman: That is not exactly the way it has been done, as 
I recall it. There is a reference made to the fact they have been placed in 
‘our hands. First of all, they do not appear in anything that is printed. 
Secondly, I am not sure they were identified as exhibits all the way through. 
They have just been handed to us as additional information. At any rate, 
whatever has been the. method with all companies in regard to such material 
as you mentioned, the same with this. 

pe Mr. Fiemrne: In some cases we have asked questions based on the 
questionnaire. I was wondering whether, in those cases, we did not file them 
as exhibits. ' ! 

Mr. Dype: In this case, yesterday, when examining Dominion Woollens 
_and Worsteds Limited witnesses, I had those particular pages reproduced in 
| the evidence on the understanding that, if a reference was made to anything 
_-in the questionnaire, that reference would be reproduced. 

Mr. Fremrne: Just: the particular pages. 

The Vicr-CHarrMan: Yes, that was the decision some time ago. 


Mr. Fiemrnc: In any event, those documents referred to, the questionnaire 
and annual report, are of record. Are copies filed with the secretary of the 
committee? 

The Vicr-Cuairman: Oh, yes, the secretary of the committee has them 
as well as the members of the committee. 


Mr. Freminc: But they were not marked as exhibits? 


(The Vicn-Cuatrman: They were not marked as exhibits. Looking back 
on it, I rather think we should have identified all those documents because 
' sometimes there was not one document filed but three or four. For some 
_ reason which I do not recall now, it was decided—I think I was in the chair 
‘at the time—that the documents would be handled as I have mentioned. 

_ Mr. Fremine: It might have been better if they had been marked, but not 
reproduced in the record. Is the secretary in a position to submit for record 
purposes a list of the documents which were tabled but not marked? I am 
simply thinking of the record. 

The Vicr-CHarrmMan: That could be done. I agree with you and I think 
it should be done because, at least, we would have a list of the documents that 
are or should be available. I think that will probably take care of it. 

Mr. Fremine: We might want to attach that as an appendix to our report 
to the House, for instance. 

__ The Vice-Cuarrman: Yes, the last documents have not been identified by 
exhibit numbers. 

. _ Mr. Fremine: But were filed with the secretary. 

~The Vice-CHatrMan: Yes. 


! 
ie? 
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Clement Tremblay, Directer and Secretary-Treasurer, Ayers Limited, 
Lachute Mills, P.Q., called and sworn: 


By Mr. Dyde: 
_Mr. Tremblay, would you give the committee your full name?— 
A. Clement Tremblay. 
Q. Your address?—A. Lachute Mills, Quebec. ‘ 
Q. Your office with Ayers Limited?—A. Secretary-Treasurer and Director. 
Q. The report of your company for the last fiscal year and the answers to 
your questionnaire have been filed with the secretary and distributed to the 
members of the committee. You have also produced samples to Mr. Knight 
and I am going to ask you to identify those samples with respect to schedule 
C7 (2). Do you have a copy of Mr. Knight’s report “C”?—A. Yes, 
Q. Would you turn to schedule C7 (2), which is the last page but one in 
the book?—A. Yes. 3 : 
Q. Would you please produce for me a sample of white blanket which is 
the first item mentioned on that page?—A. This one. 
Q. Does it carry a number, your own number?—A. It is our number 1000. 
Q. What does the V 48 mean?—A. It is equivalent to V 43. It is on our 
catalogue as 1000 and V 43 at the mill. 
- Q. Someone has put a ticket on it which says, ‘“V 43, 1000 quality” — 
A. They are the same thing. . 
Q. I produce that as exhibit 153. 
Exutsir No. 153: Sample of white blanket No. 1000. 
Q. The next item is coloured blanket. Could you produce for me the 
coloured blanket?—A. Yes. 
Q. What is its identifying number?—A. 1160 quality at the mill and XL 61 
in_our catalogue. . 
Q. I produce that as exhibit 154. 
Exurpsir No. 154: Sample coloured blanket No. 1160. 
Q. The next item is tweed. Will you produce the tweed please?—A. Tweed 
No. 40. 
Q. The identifying number is tweed No. 40. That is the material which 
is shown on schedule C7 (2)?—A. Absolutely. 
Q. I produce that as exhibit 155. 
Exutpir No. 155: Sample tweed No. 40. 
(At this point Mr. McGregor assumed the chair.) 


By Mr. Dyde: 
Q. Were you present, Mr. Tremblay, when Mr. Knight gave his report 
“C”?—_A. No, I was not, unfortunately. 
Q. You have had an opportunity of reading it?—A. Yes. 
; Q. Will you please give the committee any comments you wish to make 
with regard to the report Mr. Knight has made, namely, report ‘“C’”?—A. Yes. 


In connection with this report and also in connection with incomplete newspaper 


reports which have appeared before our story was heard, there have been some 


statements made which are, of course, misunderstood. People, generally, are not 
initiated into the intricacies of accounting and it is for that reason I wish to 
make certain comments. 

I wish to say at once that I am not critical at all of Mr. Knight’s report 
because I consider it a masterpiece from the standpoint of accountancy. It is 


precise in all particulars, but due to certain vagaries in accountancy and the 
playing with figures, there are some things which need explanation in extreme 


cases such as ours. 
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_ __ First, I wish to deal with our position in connection with operating income 
and also the percentage of profit to capital employed. 
Pa This company’s operating income has been mentioned in newspaper items 
_as 16-4 per cent but the net yield of interest on capital employed of. 8-4 per 
~ cent, according to the committee’s version, has not been stated and this claim 
_ should properly be 7:4 per cent, our version, after consideration of certain 
_ factors of importance. 
-___ I will explain those important factors right away. There is an exceedingly 
| high rate shown for 1946 and 1947 on schedule C8 on capital employed. It 
ined suddenly from $4,085,000 in 1945 to $1,468,000 in 1946 and $1,680,000 
pein. : 
__. Moreover in the telling of our story, we wish to point out, whether it is 
5 8-4 per cent or 7-4 per cent net yield to capital employed, that in arriving at 
_ this yield, only cost value of our plant buildings and machinery, hydro electric 
development, etc., appear in our books at cost, the major part of such plant 
_ property dating back to pre-war and a large part of additions to 1946. 
In a report from our appraisers, Lockwood Greene Engineers Inc., experts 
in textile mill appraisals of wide reputation, they advise us that using 1939 
. prices for building as basis for increase of building costs, between 1939 and 
1948, it would be from 80 to 90 per cent. In March of this year, at time of 
_ placing our fire insurance at latest replacement cost, they then stated that 
Be values in our 1946 appraisal should be increased 20 per cent on buildings and 
machinery, thus higher values of 20 per cent in two years’ time. If our premises 
_ were destroyed by fire, we would have to pay present values in re-installation 
a and we figure that if we take present basis of values of our fixed plant assets, 
increased from 80 to 90 per cent since pre-war, the major part as aforesaid, 
_ our net yield of interest on capital employed would not be more that about 4 per 
_ cent to 43 per cent. This is far from being an adequate return on industrial invest- 
_ ment with all the serious risks inherent to the woollen industry in the troublous 
times ahead, as there is now developing increasing resistance to pay current 
Teasonable prices for products although manufacturing costs are steadily mount- 
Ing due to world wide conditions brought about by the gigantic expenses and 
financial commitments as the unavoidable after effects of the greatest of all 
wars. There is also the fact that plant equipment having worked to full 
_ capacity day and night in the war years has had considerable wear and will 
- gradually have to be replaced at values nearly 100 per cent over pre-war costs, 
no decrease in building and machinery costs being foreseen for the near future. 
3 Newspaper reports have also reported that under virtue of paragraph 96 
_ of the Income Tax Act, this company has taken advantage of the situation to 
distribute the sum of $2,794,000 in the form of dividends and to satisfy the 
- income tax upon same. They did not state that this tax amounted to $760,000. 
Hi If properly informed, they should also have stated that three members of the 
_ second generation of the Ayers family, owners of Ayers Limited, died between 
1942 and 1945 and that the cumulative and very severe combined effect of 
succession duties and income taxes on family corporations and shareholders 
~ meant that the heirs, for the satisfaction of the said succession duties and income 
taxes as well as debts in the estates, upon a forced distribution of company 
* assets, to save themselves, although said assets were for the most part made up 
' of machinery and buildings, not quickly realizable, did not have any choice 
_ but to have the company negotiate a large loan with the Bank of Montreal of 
_ $2,390,000 for which shareholders surrendered their entire common stock of 
_ Ayers Limited and their own individual resources as collateral security pending 
~ issuance of a bond issue. It was a case to do or die and satisfy income taxes, 
~ succession duties and debts of estates or sell the company’s property under the 
hammer. This was one of the most important cases, the Ayers’ case, presented 
before the Ives Royal Commission on family corporations for relief from the 
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wholly ruinous combined effect of succession duties and income taxes affecting 


family corporations particularly and, if a certain relief had not accrued from _ 


the Ives Commission’s recommendations, in such extreme cases, the company © 


and its shareholders would have gone bankrupt. 


I might say too in connection with that matter, Mr. Chairman, regarding | 


the profits shown on the last page of schedule C8 we show 18-7 per cent profit 
for that year on account of the very large decreased capital, and 16-5 per cent 
in 1947 also because of decreased capital. In the same report if you will 


refer to schedule C2 you see the percentage of operating income to sales in — 


1946 is 11-7 per cent and in 1947 it is 12-7 per cent. When you consider the 
net percentage profit before deducting income taxes etc. it would appear that 
we should devise some way of cancelling those income taxes and to make 
more money -afterwards. It is a wide divergence or contradiction really in 
that report. We show lower operating income than we show at the end in 
actual percentage of profit to capital employed—the operating income is really 
lower even before deducting income taxes and other financial expenses. I do 
not doubt that according to the rules of accountancy the figures set out are 
correct and I do not blame Mr. Knight because he had to line the figures up 
as he found them in the books, but with respect to that accountancy there 
should be some more flexible method adopted. Of course it is the same situation 
which is faced by parliament which creates new laws to replace laws which 
are no longer suitable to our way of living and perhaps that should apply to 
accountancy. I would call your attention to these views in order to help you 
see in a better light or to understand the situation in which our company is. 

@. Thank you, Mr. Tremblay, is there any other comment you have to 
make with respect to Mr. Knight’s report?—A. No, I only wanted to point out 
the technical question involved. Otherwise, we find the report to be an all- 
inclusive statement, precisely given, of our operations. 

Q. Would you turn to schedule C7(2) where the items produced by your 
company are set out. I notice, for the purposes of the record, that in white 
blankets your selling price per pound in 1942 was $1.13; the selling price was 
$1.19 in 1947, and it was $1.35 in 1948?—A. Yes. 


eee a) ener rR eee 


Q. With respect to coloured blanketting the price in 1942 was $1.43 per — 


pound; in 1947 the price was $1.27 per pound; and in 1948 the price was $1.47 
per pound?—A. Yes. 

Q. With respect to tweed I notice the price in 1942 was $1.45; in 1947 it 
was $1.66; and the price has not changed since?—A. Yes, but I would say a 


word in explanation about tweed. Our price per yard on 13-ounce is lower than | 


the price indicated here which is figured for convenience. 
Q. Have you raised the price of tweed since April 1948?—A. We have raised 
it to $1.55. . 

_ Q.I think you are misunderstanding me. Have you raised the price of tweed 
since April 1, 1948?—A. We have made a price but it is not a price at which we 
have sold as yet or if we have sold it is only a small quantity. Tweed business 
is very scarce and there has been some dumping on the market of tweed which 
was ordered from abroad when the manufacture in Canada was not sufficient 
for our own purposes. 


@. I think the figures supplied by you indicate that tweed has gone to 


$1.83, is that correct?—A. It was $1.66 and of course if you bring it up to the 


16-ounce value it would be $1.83 as against $1.66. 
Q. No, no; you are not understanding me; on the same basis exactly as the 


price was figured on April 1, 1948; is that price on the same exact basis as _ 


the calculation; has it increased?—A. Not in actual shipments. 
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3 By Mr. Thatcher: 

Sy Q. You could buy tweed today for $1.66?—A. That is right—well, no; it 
is that way on April 1, 1948, tweed was $1.66. 

: @. Could you buy it for that today ?—-A. And then for the fall season, 
you see we make in seasons for the following fall season which we produce 

Beodey, so there is an increase in the volume of sales. Prices are rising steadily. 

To make these tweeds for the fall we will have to charge $1.45—that is $1.66 in 

_ pounds—you are speaking in yards—our price by the yard of 133 ounce was 
«41. 45 and our new price for the fall season will be $1.55. 


By Mr. Dyde: 
y Q. Now apparently we are getting a little confused. Would you start again 
a pon this tweed?—A. Yes. 
P. oS We are dealing on schedule C-7-(2) with the selling price per pound?— 
es. 
$ Q. Now, if you want to translate that into yards, let us translate it into 
Bvords Saree tT) right. 
* Q. And when in 1942 you quote, or there is quoted $1.45 per pound, I 
: have a figure which says that that is the equivalent of $1-225 cents per yard; 
is that correct?—A. That is right. 
____- Q. So that is we were going to do it by yards we would put $1-225 opposite 
_ the $1.45 figure?—A. That is right. 
Q. All right then, as at April 1, 1947 you have $1.66 per pound?—A. That 
is right. 
Q. And if we translate that into prices per yard, according to my figures 
& it would be $1.40?—A. Correct. 
9 Q. And then we come to the $1.66 per pound at April 1, 1948, and it remains 
_ the same, but the price per yard equivalent would be $1.40?—A. For ali sales 
_ to April 3 1948. 
= — Q. Now, since that time your selling price has been increased, whether 
3 the delivery is for now or six months hence?—A. That is right. 
2 Q. And your selling price has been increased per pound to $1.83?—A. No, 
ry to $1.55. 
4 Q. To $1.83. per pound—don’t get me off the per pound for a minute— 
_ A. I have the April 1—I haven’t figured it that way. 
a Q. Wait a moment please. 
4 The Vice-CHairMan: Wait a moment, Mr. Tremblay, please. At this 
* stage be careful not to break in too suddenly or we will not get it properly on 
_ the record. 


i 

“e 
a 
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a By Mr. Dyde: 
Q. I have a figure of $1.83 per pound as the price to which it has been 
= increased, but I would use the other figure of $1.55 per yard?—A. Yes, that is 


ae 

b: Q. As the price to which it has been increased?—A. That is right. 

: Q. That is correct?—A. That is correct. 

: Q. Would you please explain to the committee why it has been necessary 
to make the increase since April 1, 1948, and tell us at the same time when 
~ the price increased?—A. The price "increased on April 2, our price for manu- 

ca facturing after that date, anything for the fall, would be $1.55 per yard; due 

to the increase in the cost of w ool, certain supplies, labour and every thing else 

that goes into it. . 


By Mr. Thatcher: 
¥ Q. Have you had any increases in labour costs since the Ist of April, 
Mr. Tremblay ?—A. No. 
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Mr. Fiemine: Do you mean wage rates, or aggregate costs? 


_ The Wirness: Wage rates and our aggregate costs, they would all come : 


into it, particularly to the consideration of material costs. 

Mr. THarcuer: You stated that labour had increased and that that is one 
of the reasons you put up the price; aren’t you contradicting yourself? 

The Vice-CHairMAN: May I interject there? You said the price had 
increased as of a certain date and that labour costs were one of the reasons but 
not that there was an increase in labour after that date. That is what you 
are saying, there had been an increase from April 1; and my understanding 
of his evidence would be that the increase had already taken place before 
April 1. 

Mr. Tuatcuer: I do not think you are right, Mr. Chairman. 

The Vice-CuHarrman: Am I not? 


Mr. Tuarcuerr: I took it from what he said that the price has been increased 
since the Ist of April. 

The Vice-CHarrman: You mean up to April 1? 

Mr. THatcuer: Mr. Dyde asked for information on that. 

The Vick-Cuairman: Do you mean to say that on April J— 

The Witness: To be quite right, Mr. Thatcher, there was not much of 
any—there was very little increase, that would be in spots, in particular situa- 
tions, but very little increase on account of labour that would go into the 
increased price. 


By Mr. Dyde: 

Q. So there is very little labour enters into that?—A. There is very little 
there. 

Q. What about raw materials?—A. Raw materials, of course, have increased 
to quite an extent. 

Q. What about overhead?—A. Overhead would be about the same thing, 
pretty steady. 

@. Do you blame your whole price increase then on materials?—A. On 
materials, yes; practically everything, certainly. 

Q. Well, wouldn’t this chart show that your operating income must have 
possibly played some part in the price increase?—A. Operating income? 

Q. We haven’t got the figures at the present time, but to what extent did 
raw materials go up after April 1?—A. You are speaking now only of tweeds. 
They have never been a profitable line and offer little if anything in the way of 


operating income for me. I have a statement to make later outlining the — 


situation in our firm, which will indicate the complexity of the lines we 
manufacture; for instance, a large part of our production is in paper makers’ 
wool felts, transmission rolls and things of that kind. I thought I should present 


this special statement so that you would properly understand our particular 


situation. May I present it now? 


The Vicr-CuHarrman: Well, Mr. Dyde, would that be in accord with your 
arrangements? 


Mr. Dypn: Yes, Mr. Chairman; that would be quite satisfactory. 
The Vice-Cuarrman: Very good, Mr. Tremblay may do that. 
Mr. Dypr: Are you going to read that to us, Mr. Tremblay? 


The Wirness: Yes, Mr. Dyde. I am sorry that I have not a sufficient 
number of copies to make one available to each member of the committee, but 
cE have an additional copy here which will be available for the reporter. 


1 
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The Vice-CHamrMAN: That would be quite useful, Mr. Tremblay. You 


4 ‘do not need to worry about supplying additional copies because this will be 
_ printed before you could make them available to us. 


The Witness: I see. 
Mr. Dype: Will you go ahead and present your statement, please, Mr. 


; Tremblay. 


The Witness: Yes. 
I beg leave to ask your kind permission at the very beginning of your 
customary procedure to clarify the mind immediately on features arising from 


_ the subject of operating income in our case, ending up at an overall average 


of 16-3 per cent to sales for the period of 12 years under review, or higher by 


R! 3°4 points and 7:5 points respectively than for the other two companies 
i investigated in the wool textile field. 


Owing to the complicated composition of our sales totalling $37,000,000 of 
which’ 47-2 per cent in the period being producers’ goods almost entirely used 
by the paper mills, and the balance of 52-8 per cent consumers’ goods such as 


~ wool blankets and cloths for the clothing manufacturers, our business for almost, 


50 per cent is entirely different from the other two manufacturers associated 


with us in the report. 


As this Ayers business is to a considerable extent a specialized industry 
entirely essential to the paper industry, a comparison of averages with producers 
of 100 per cent apparel goods is most difficult and cannot be conclusive. 

For instance, in the 1934 royal commission report on price spreads, our 
company, (only one in Quebec) and two in Ontario were taken together as 
specialty companies, the three making paper makers’ felts as a principal line 
and wool blankets as a subsidiary line, and this was done because they seriously 
affected the averages of the other companies in the wool industry. No representa- 
tive of Ayers Limited or the other two specialty companies was called as a 
witness before the commission in 1934 and no one there present seemed to be 


able toexplain just what sort of a product a paper makers’ felt was. .They 


wondered whether it was manufactured from wool, shoddy rags or that sort of 
thing and whether there was any such thing as spinning or weaving in this etc., 
and the whole question was left in abeyance to find out later on just what it 


~ was all about. 


I will say immediately that paper makers’ wool felts are made from 100 
per cent of the highest quality wools for tensile strength and other characteristics 


and follow processes from wool preparation to carding, spinning, weaving although 


on very wide and heavy looms and finishing also on very heavy machines but 
vary from other woollen mills in the art of specializing into felts. For your 
record, I will a little later characterize the manufacture of paper makers’ felts in 
woollen, cotton and asbestos-cotton in contrast to lack of information giving rise 
to erroneous appreciation of this particular industry .in the previous inquiry 
mentioned. 

For instance in 1936, a pre-war year, the operating income on wool felts 


was 35-9 per cent for a percentage of 36-5 per cent of total sales all products, 


16-6 per cent operating income on cotton and asbestos dryer felts for a 
percentage of 16-6 per cent of sales and the wool’ Blankets and cloths had an 
operating income of only 6-9 per cent of sales and amounted to 31-2 per cent 
of total sales. You will realize the influence of felts in the total average of 
operating income for that year at 20-8 per cent whereas wool blankets and 


cloths accounted for only 6-9 per cent. 


In 1939, about 65 per cent a pre-war year and 35 per cent war year when a 


large demand developed, including war orders, the total sales of wool blankets 
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and cloths climbed to 51-5 per cent with a percentage of income of only 5-1 per 
cent and the felts with total sales of 49-5 per cent for balance of operating 
income which averaged 16 per cent. 


You can realize the anomaly of comparison for seeking a total average with - 


the other two companies of the wool industry under your inquiry, in 1936 and 
1939 and while less divergent in subsequent years, the influence of felt operating 
income on an overall average is noteworthy. ey 

I have been able to dig into studies I made at various times of the respective 
showing of each of our variety of products as to the operating income, the profit 
position, thinking that it would be of assistance to your committee. From 
information available, I have covered years 1936, 1939, 1941, 1942, 1943 and 
1945, other years not being available as no special audited reports, of our own 
auditors have been issued showing separate yields of each product except that 
we have a cost system which permits of assembling. the information when 
required. 

I purpose to leave with your committee supplementary Exhibit “A” detail- 
ing the operating income, the- percentage of sales of each product in the vears 
above mentioned. Percentages of operating income show in some years within a 
small fraction to 1 per cent less than shown by your auditors, evidently due to 
my figures showing on manufacturing account only and do not include income 
from interest on Victory Bonds and other securities held each year, as all 
companies as you know subscribed to a lot of Victory, bonds in the war years. 

After 1939, figures previously giving the operating income on wool paper 
machine felts continued to show 33:8 per cent in 1941, 33-5 per cent in 1942, 
27-3 per cent in 1943 and 23-3 per cent in 1945. Since 1945, as paper mills, 
speaking here of the newsprint mills, to whom we supply 93 per cent of our 
felts, have gradually stepped up their production from 3,259,000 tons in 1945 
to over 4,500,000 tons at this time or an increase of about 40 per cent, we have 
also stepped up our production of felts and our felt operating income should be 
back to over 30 per cent. 

From the maximum peak of total sales of wool blankets and cloths which 
started at 31:3 per cent in 1936, 51-5 per cent in 1939, 59-3 per cent in 1942, 
60-3 per cent in 1943 to 60-7 per cent in 1945, sales have been declining to 
57-8 per cent in 1946 and 51 per cent in 1947. 

I think it is time now to explain fully the character of our business and 
give you notes, for clarification of the record, on the manufacture of paper 
makers’ felts so that you may appreciate the situation from an over all picture 
and thus understand in a constructive spirit the operating income, and profit 
factors in what may appear a complicated beehive of production in the textile 
field, comprising about half and half of essential products for the paper industry, 
principally woollen and some cotton and asbestos, and wool blankets and cloths, 
the latter being apparel goods. a 
Paper makers felts 

I wish to point out, that we are first and foremost specializing in paper 
makers’ felts as our ideal of manufacture and profit incentive. These felts are 
classified into woollen woven endless felts, also Cotton dryer (a specialized 
heavy cotton duck) and asbestos-cotton dryer felts (similar to a heavy cotton 
duck) made of both asbestos yarns and cotton yarns. 

Paper makers’ felts have been the foundation of our business with wool 
blankets as a subsidiary line for more economy in manufacture of the principal 
product (felts) as the bales of wool (almost entirely imported for the purpose) 
were primarily purchased for felt making and they could be sorted out in 
specific classifications so that the entire contents of bales could be used up as, 
otherwise, we would have to resell, sometimes at a loss, the selections not up 
to rigid felt requirements but otherwise excellent for blankets. Blanket pro- 
duction of late years has increased to a point when we have to buy wool 
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qualities specifically for them in addition to sortings from the higher cost felt 
_wools. Felt wools are particularly recognized in Australia and New Zealand 
mre they are put up in specially classified grades called in their catalogues 
“paper makers’ felt wools” which are the cream of the wools and are sold 
at a premium the world over where woollen felts are made. 

_____ Blankets have generally been found a poorly profitable line, particularly 
_ for the types mostly in demand such as the ordinary white and coloured 
_ blankets of which you have inquired in our case and have samples before you 
in accordance with Statement No. 6 of your questionnaire. Only the addition 
of fancy lines, in a lower production, helps us to have a suspicion of profit 
over all in normal times. I have previously stated that in 1939 and previous 
_years, blankets and cloths together gave us a yield of about 5 per cent in operat- 
_ ing income and, after income taxes are deducted, there may be an illusion of 
something left, but very little at any rate. In normal times, there is keen 
- competition from’ Great Britain where the labour cost is substantially lower than 
_the Canadian and the British blankets, and occasionally blankets from other 
countries find little difficulty to pass under the protective tariff wall. Only 
the extensively large demand brought about by the war and its after effects 
_ have caused some economy in production, due to day and night shifts and 
_ gave somewhat more leeway to blankets which we feel sure will soon come 
within an era of aggressive exports to Canada and there will be little profit 
_ inducement left. We, however, shall keep the line for all round convenience 
of economy in producing felts. ~ 

_ Wool cloths (Apparel Goods) 


This is a venture, in our case, dating back to the comparatively recent past 
as woollen paper makers’ felts of which we are the pioneers and largest Canadian 
manufacturers date back to about 50 years ago. Back to 1929 and the crash 
in security markets and the depression which eventually set in, our President 
at the time, the late John T. Ayers, decided in 1931 that instead of laying off 
a large percentage of the working staff not required, owing to the largely reduced 
_ demand for products, we would retain them just the same, employing as many 
_ of the surplus workers able to help in the construction of a new plant, buy the 
required machinery to start first with tweeds of the pure wool variety and then 
branch out gradually into other lines, thus providing steady work, even under 
ae times, to all the staff and hire more, always favouring the local labour 


supply, as the new venture would progress. Our expectations were not resting 
on a favorable ground as we had always had little faith in the future of 
‘Canadian cloths which had always been so sensitive to the effect of importations, 
_ poor protection and the tinkering with tariffs in the past. Our President John 
T. Ayers was determined, however, and resting upon our specialized felt industry, 
he was satisfied to break even and the main idea was to protect our old workers, 
their sons and their daughters who had been the mainstay of our labour force 
until then. You know how it is, we start building, then enlarge and enlarge 
again on hints of this or of that and visions of a brighter future ahead. 
- The Vice-CHairMAn: Yesterday, I understand there was an undertaking 
given to Mr. Haufschild that a certain question which had been asked by Mr. 
“Trvine would be dealt with today. I think we should break into Mr. Tremblay’s 
‘evidence at this point for the purpose of having that dealt with now. This 
would allow us fifteen minutes because Mr. Tremblay would not be finished 
_ anyway, and the undertaking apparently was given. Would you stand down, Mr. 
‘Tremblay? 
ra There is one other remark I want to make. We had asked for certain 
information to be supplied to us with respect to nails, sometime ago. This infor- 
“mation has come in, both from the Wartime Prices and Trade Board and Mr, 
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Ashbaugh, who was before us. With your permission I would say that should be 
printed as an appendix to today’ s proceedings and thus it will become a matter 
of record. Agreed? 

Agreed. * 

Before we rise, I also wish to anise a comment respecting the work of the 
report drafting committee, the labour evidence to be presented and the commence- 
ment of executive sessions of the committee. I shall not do that until there has 
been a disposition of this point. 

Stanley W. Haufschild, Secretary-Treasurer, Dominion Woollens and 
Worsteds, Limited, Pornlleds 


By Mr. Dyde: 

Q. Mr. Haufschild, yesterday a reference was made to the memorandum 
read by Mr. Barrett, and a reference was made to a sentence in the memorandum 
that labour costs applicable to representative fabrics are, at the present time, 
155 per cent higher than in 1939. I believe you are now able to give an explana- 
tion of that statement to the committee, are you not?—A. Yes, sir. 

Q. Will you please do so?—A. Mr. Dyde, I have before me information 

relating to a fabric which is listed in schedule C7, and designated as yarn dyed 
worsted coating. 
Q. You are referring to what we have identified as exhibit 145, your number 
being 14148?—A. Yes, sir. Our records show that the labour costs for that 
particular fabric in 1948 are 155 per cent higher than they were for that par- 
ticular fabric in 1939. 

Q. Does that show on the schedule?—A. No, sir. The cost for 1948 does. 
If you look over in the last column, as at April 1, 1948, you will see labour cost 
at 87 cents. 

Q. Have you got the figure for the labour cost in 1939?—A. Yes, sir. 

Q. For the same material?—A. Yes, sir. 

Q. What is it?—A. Thirty-five. 

Q. Does the same apply to other materials which have been exhibited here 


—— Se 


or have you the figures?—A. I have not the figures, but I would say that they — 


would, generally. This is a representative fabric. 

@. When were those figures made up or when were those calculations made 
which you have just given us?—A. Those calculations were made on April 22, 
1948. 

Q. It was on the basis of those calculations that the statement was made in 
the memorandum?—A. Yes, sir. I have just one thing to add, sir. In the 
calculation as made in the two amounts I have given, it works out to 150 per 
cent. Now, the figure that is shown as the 87 is what we call direct productive 
labour. There is, in addition, other labour incurred in the department which 
accounts for another 5 per cent. 

Q. Do you know whether this increase is due to higher wage rates or is it 
due to some-other factor?—-A. I would say it is largely due to higher wage rates. 
There are other factors which enter into it. 

Q. What other factors?—A. Well, such things as the turn-over of labour. 
When the turn-over of labour is at a higher rate at one time than another, the 
cost of what we call learner costs are higher than when labour conditions are 
more stable. 

Q. Has there been any change 1 in your Sete Sensis process, any improve- 
ment or lack of improvement in that way?—A. Well, we have, of course, tried to 
keep up to date in the way of efficient operating machinery and equipment. 

Q. Do you know whether there has been a change which would affect this? 
—A. No, offhand, I do not know. 


Q. Now, you cannot give the same figures for the other items which we 


have on schedule C7, can you, Mr. Haufschild?—A. No, sir, I cannot. 
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~  Q. Could you do so if you had time?—A. Yes, sir. 

-Q. I suppose you could not do it for tweed?—A. No. 

Q. Or for overcoating?—A. Nor for overcoating. 

— Q. And you could do it on an over-all basis for the plant I suppose ?—A, 
Offhand I would not want to say, sir. 

“ Q. I do not mean you could do it today but you could do it if you went 
‘back on an over-all plant basis?—A. I do not think so, sir. We would have 
to confine it to fabrics I think. 

 Q. So your statement in the memorandum must be accepted in the light of 
‘what you have told us as to how the 155 per cent calculation was made. Do 
you think that calculation is accurate?—A. I do. . 

Q. In other words having worked it out on the basis of yarn dyed worsted 
coating then it is right to say that it is applicable to the whole plant?—A. Yes, 
I would say so. 
ni Q. You are not exactly certain about it?—A. No, to be positive about it I 
would have to work out the detail for the other fabrics. 

Q. Which you cannot do?—A. No. 

Q. I have no further questions. 

- Mr. Irvine: We still have not got the factors that make up the labour 
eosts, according to my understanding of the statement in the brief. I am quite 
sure that we have not yet received labour costs that would equal the 155 per 
cent increase taking the figures that were given with respect to the wage increase 
explained yesterday by— 
= Mr. Dypre: By Mr. Barrett. 

Mr. Irvine: Yes, and I would like to have the specific things that are 
counted as labour costs other than increase of wages. 

The Vick-CHAIRMAN: Other than increases of wages? 

_ Mr. Irvine: Other than increase of wages. We have received the increased 
wages over 1939. 

--'The Vice-CHatrman: Yes, but they do not make up 155 per cent. 
Mr. Irvine: No. 


‘The Vice-Cuamman: There are other features which must be included to 
make up the 155 per cent, perhaps lessened efficiency due to absenteeism and 
so on. 


~ Mr. Irvine: Yes, and those are the things we want. 

Mr. Kun: Is it a fact the wage increases have accounted for 150 per cent. 
‘The Vice-Cuairman: Is that right? Do your wage increases account for 
150 per cent? 

Fs The Witness: The 150 per cent represents wages only. 

_ The Vicu-CHAIRMAN: That is not the point. You have shown us that your 
“wages have increased over 1939 but taking just those figures we cannot account 
for the 155 per cent increase and it is said that labour expense is not made up 
‘solely of increase in rates and following that question Mr. Kuhl remarks that 
he wonders whether 150 per cent was made up of wage increases. Is that so? 
The Witness: No, sir, I do not have that figure. 

Mr. Irvine: Have we got a transcript of yesterday’s evidence? 

Mr. Dype: Yes. 

Mr. Kvuuu: I thought it was said a moment ago that wage increases were 
“represented by 150 per cent or amount to 150 per cent? 

The Wirness: Labour costs have increased. 
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The Vice-CHairMAN: Yes, Mr. Kuhl, the situation looked that way for ao 
moment but when we came to examine it we found it was not so. The actual 
rate increases do not account in the aggregate for the 155 per cent and that is 
the point of Mr. Irvine’s inquiry. There is a certain ““X” which enters in there ~ 
and about which we desire to learn. 
Mr. Irvine: The lowest wage for female labour was given as 50:6 cents © 
an hour. The average for males is 71-2 cents an hour. Now if that is the — 
average in 1948 and it equals 155 per cent increase I want to know what wages 
were in 1939? . ; 
Mr. MacGrecor: Have you a list of what the hourly rates were in 1939? 
The Wirness: No, I have not. 


a a 


By Mr. Thatcher: 
Q. Could we get an answer to Mr. Irvine’s question?—A. Not necessarily. 
Q. You cannot answer his question?—A. Just applying the 155 per cent 
to those rates will not necessarily give you the answer to his question. 


ie ee 
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By the Vice-Chairman: 
Q. Mr. Haufschild, the difficulty is that you make the categorical statement 
that there has been a 155 per cent increase in labour costs but such supporting 
information as you can give does not bear out that statement. That is not to 
say that there is no supporting data but you are not giving supporting data, 
and in fact the data which you are able to give concerns chiefly wage rates. You — 
see when you are not able to support your figure, naturally the members of the ~ 
committee will accept your first categorical statement with some reserve —A. I © 
do not have the figures. here, sir, but we can get the corresponding figures for 
1939. : 
- Q. Yes, but it is not just a case of the figures for 1939. It is a matter — 
that the arithmetical computation which one would make on being told the wage — 
rates at different times, does not result in 155 per cent increase. Your response 
to that is, while there are other things that you have to take into account, such — 
as low efficiency, and absenteeism—which may be due to low efficiency—you — 
must have had some way of working out the weight of that in your computa- — 
tion, and that is not being given; and in the absence of it being given you have 
left your 155 per cent figure open to question—A. Well, the 155 per cent, sir— — 
rather, I should say, the figures result in that, and that has been taken roughly- 
from our accounting. 
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By Mr. Irvine: 

@. Well then, you have to be able to say what is included in it, in these 

“increases in wages. You must be putting in about 125 per cent on labour in ~ 

1939.—A. I am not saying that it is represented by increases in labour raises. ~ 
I am saying that is represents increased labour costs; and that, of course, has to 
be considered in the light of all these other factors. tn a 

Q. I want the total of your labour costs and all the factors which are included 

in that.—A. As I say, I can get those figures but I haven’t got them with me. 

Q. But that is what you were to get—A. Yes. As a matter of fact, I got — 

in touch with our mills immediately and they say that it will take several 4 

days to get that information. The records back in 1939 have been stored away | 
and they will have to dig them out. 1 

Mr. Irvine: I would like very much to have you get that for us. 4 

Mr. McGrecor: I think what you are asking for is the rate of wages paid — 

to every class of labour from 1939 on. | 
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s C Mr. ce Well, there is an increase, and I want to know out of that 

is wages and what i is something else. 

_ The Wrrness: I will get the corresponding figures to what we gave you 

_ yesterday. 

Z The. Vicze-CHairMAN: It comes down to this; labour costs have gone up 

_ by 155 per cent. The question put to you is, defend that figure. From your 

many figures on wage increases as I have them in front of me it would not 
seem to be so. The “original figure does not come to that answer. And so, in 

"effect, the question is: defend that statement of 155 per cent. 

4 Mr. Irvine: That is right. 

: The Vice-CHairMAN: And if you can’t do it by wage rates we must assume 
_ there were some other factors which entered into it. The point is, that is what 
~ you want done, Mr. Irvine. 

7 Mr. Irvine: Yes. 

. The Witness: I will do that. 

a The Vicm-CHAmRMAN: You will undertake to hand that to us. I am afraid 

that is as far as we can go on that at the moment, gentlemen; and then Mr. 

_ Tremblay will be back at the afternoon session. 

_ Mr. Trempiay: Could I contribute to this particular item now, Mr. 

_ Chairman? . 

~ The Vicr-CHarrMaANn: Not at the moment. 


o 


‘Mr. Irvine: We will have you back, sir. : 
The Vicn-Cuamman: You will be ge later. The reason I say not at 
? P the present moment is that there are a couple of things I have to deal with 
“just now. This afternoon, also, it is hoped to have certain representatives 
of labour here to give evidence. They are in the city and will be here. 
Mr. Tuarcuer: What unions will be represented? 


_~ The Vicz-CHairman: I cannot give you the exact unions, but the appro- 
_ priate local of the Catholic Workers Syndicate and the appropriate local of 
d the Canadian Congress of Labour—I have forgotten their exact titles. These, 
= course, are representatives of textile workers. As I say, I do not recall the 
exact name of the union that is being called, but the general idea in calling 
hem is to have them answer certain statements made respecting labour and 
Bee costs before this committee. Another point in which they are interested, 
I think, is the statement made in evidence with regard to lack of production 
sand with regard to that being due either to inefficiency of labour or something 
of that sort. 
Then the drafting committee which was named met, and we spoke about 
‘a report. Having proceeded a certain distance we left it that each would 
prepare whatever he thought appropriate, and it was more or less implied that 
“a good deal of the suggested drafting would be done by me. I have been work- 
ing at it since with assistance, and I am about ready to ask the drafting com- 
mittee to come together again to receive that and pass on it one way or another. 
That would bring it into an executive meeting. It is my hope that that could 
be done today. That does not mean this afternoon. It means tonight, and it 
will take a long time. That in turn would mean an executive meeting lasting 
all day tomorrow from half past nine or ten o’clock in the morning. That is 


q ‘The Vicr-CHAIRMAN: Yes. 
Mr. Irvine: If we have to we have to. 
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The Vicr-CHAIRMAN: We all see how many hours there are in front of us. 
Anyway, that is the way it seems to me as far as I can look at the moment. 

Mr. THatcHerR: May I make one suggestion, that if you are going to 
follow that plan that we give quite a bit of time this afternoon to these union 
men. If we only have two hours left let us not call them with half an hour to go. 

The Vicke-CHAIRMAN: I suppose that is what you would eall an exhorta- 
tion to all members of the committee. 

Mr. Tuarcuer: I suppose, and particularly Mr. Fleming. 

The Vicn-CHatrMAN: After all it is not in my hands. 


The committee adjourned to resume at 4 o’clock p.m. 


AFTERNOON SESSION 
JUNE 23, 1948. 


The committee resumed at 4 p.m. 
The Vice-CHAIRMAN: I see a quorum, gentlemen. Order. 


Clement Tremblay, Director and Secretary-Treasurer, Ayers 
Limited, Lachute Mills, P.Q., recalled: 


Mr. Dypve: Will you continue reading, please, Mr. Tremblay? 

The Vice-CuairmMAn: Just before that: This morning I said that I believed 
there would be two labour witnesses come here this afternoon, the C.C.L. and the 
Catholic Federation. At that time I was under the impression that they were 
both in touch with Mr. Monet. It seems that I was wrong. The latter is in 
touch with Mr. Monet and ready to go on, but not so with the C.C.L. And the 
explanation of that is that they were requested, I think that is the right way of 
putting it, I am not quite sure of the details, but they were requested that they — 
should be ready to go on on Thursday morning; either that, or it was said to 
them in that way; or we will certainly be ready for you on Thursday—something 
hike that at any rate; so that at any rate they expected to go on on Thursday 
and not today. And I learned from Mr. Thatcher during the recess that they — 
were counting on going on tomorrow; and, in fact, were not ready to go on 
today. That brings us I think to this point, I think I suggested to you before © 
lunch that we should go into executive session tomorrow and that it would be — 
for all day. I think we could take care of the situation respecting the C.C.L. — 
witness by breaking off as an executve meeting long enough to hear the evidence 
‘of Mr. Baron tomorrow, and thus he will be adequately accommodated and at 
the same time it will not seriously interfere with anything else we have to do. 
What do you think of that? We are of course under an undertaking to hear the © 
evidence of the C.C.L. anyway, and even if we were not under such an under- — 
taking I know it would be the desire of the committee to hear them. : 


Mr. Irvine: Mr. Chairman, when do you expect to be able to make a report 
of this committee to the House? 

The Vicn-CHatrMAN: Well, of course, I cannot say with any more definite- 
ness than anybody else, but just thinking out loud about it, I had believed that — 
the drafting committee could go to work tonight on the submission that I have 
been asked to prepare and put in front of them, and that they would be prepared — 
to put it before the executive session tomorrow; and then the executive session — 
tomorrow would probably be an all-day affair getting away to an early start. 
And I still think that is the situation, that the matter could be ready for 
consideration then. 


= 


PRICES 3821 


Mr. Irvrvz: Is it true that the government expects to finish up by Friday 
or Saturday with the session closing? 
--—s-' The Vicr-CHairman: Well, Mr. Irvine, as I have told you once or twice 
before, I cannot “unscrew” the inscrutable. I do not know. As you know, there 
has been a general feeling around here—I am sure everybody knows this—that 
we will finish by Saturday. If you are asking me to prognosticate; I do not 
believe now and never did believe that we will get. through on Saturday. 

Mr. Irvine: What I am interested in is if we present our report on Friday 
there will not be any opportunity of moving that the report be accepted in the 
House this session, if it closes on Friday or Saturday. It would have at least 

- to wait over until Monday and then probably no one would have an opportunity 
- of moving the report. 
. The Vick-CHAIRMAN: Well, the method of debating the report does not 
_ depend, however, on such procedure. I think that what you say regarding the 
rules of the House is quite right; but as you know, reports are often adopted by 
arrangement and an opportunity given to debate the report. For example, I 
think that for at least 75 per cent of the reports that go into the House concur- 
rence is not moved. 

Mr. Tuarcurer: Mr. Chairman, I have certain information which I think 
committee members would be interested in. On behalf of our group, and I 

speak of our parliamentary group; and, with your permission, I would just like 
to say about a hundred words on it; because I think it will have something to 
do with the deliberations of the committee. With your permission I would like 
to put that on the record. 

The Vicke-CHAIRMAN: Well, it is upon the point? 

Mr. TuatcHer: Oh yes, it is on the point we are discussing. 

The Vice-CHAIRMAN: Yes. 


Mr. Tuarcuer: This morning it was indicated that the meeting this after- 
noon would be the last open session of the Prices committee. No statement has 
yet been made however, as to whether the report will be tabled. If a report is 
tabled, we would like to know whether or not its adoption will be moved by the 
government. The Canadian people view with alarm the fact that prices have 
continued to rise, even as the committee has been sitting. The C.C.F. group in 
paliament feels that some action to bring down the cost of living should be taken 
by the government, before the end of the current session. If such action is not 
forthcoming, or if the government fails to facilitate a full discussion of the 
matter on the floor of the House, we shall feel it our duty to take whatever steps 

are necessary to bring about such a debate, even if it means delaying prorogation. 

In other words, Mr. Chairman, members of our group hope that you in your 

wisdom will see to it that we are afforded an early opportunity for debate on 
this subject and then let us get home. ; 

The Vice-CuairMan: May I just say for myself and without intending at 
all to give you a short answer, that what you have said to me is of no importance. 

That is not intended to give you a short answer; I just don’t care whether you 
- delay or don’t delay. 

i I started to explain to you the change it was necessary to make with 
» reference to the hearing of the C.C.L. representative tomorrow, and I feel 
assured you will all be agreed that that course should be followed tomorrow. 
Is there any objection to that? We will break off the executive session tomorrow 
_ for the purpose of hearing Mr. Baron of the C.C.L. 

S 


Mr. Fiemine: When? 
| The Vice-CHamrMAN: Whenever turns out to be convenient. 

Mr. Fiemine: When you use the expression C.C.L., to which branch do 
you refer? 
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The Vicze-CuamrmMan: To the textiles, of course; their representatives 
from this industry. It is not what you would eall a general brief. : 

Mr. Irvine: Could the subcommittee which is preparing the draft sit 
independently of this committee, providing there are enough of us to make 
a quorum? 

The Vice-CuHarrman: Tomorrow? 

Mr. Irvine: Yes. 


The Vicm-Cuarrman: Well, I think that could be done if we agreed. 
Mr. Irvine: Yes, if we all agreed on that. 


The Vicz-CHairman: There will be a little more thought necessary on 
that. I do not know wheher we would advantage ourselves any by it, Mr. Irvine; 
without answering your specific question, I think it could be done. 


Now, Mr. Dyde, have you anyone beside Mr. Tremblay this afternoon? 
Mr. Dypn: I have about ten minutes with Mr. Knight. 


The Vice-Cuatrman: Then we have two witnesses, and then one labour 
representative, with the other one coming on tomorrow. 


Mr. Irvine: All right. Mr. Chairman, I would like to suggest with regard 
to the statement that the witness (Mr. Tremblay) is making that we might 
save time by having it put on the record. 

The Vicr-CHarrman: You mean, Mr. Tremblay’s time? 
Mr. Irvine: Yes. 


The Wirness: It will take me just about six or seven minutes to complete. 

The Vick-CHamrMAN: We were thinking that you were branching into a 
statement which was much longer than we had expected to get, but perhaps 
during the lunch hour you have curtailed it. 

The Wirness: Yes. - 

The Vicr-CuatrMan: All right, would vou continue, please. 


The Wirngss: Mr. Chairman, continuing on the wool blanket and cloth 
branches of our business from where I was interrupted this morning. 


Paper Makers’ Felts 


As aforesaid, for clarification in the record, I refer particularly to the 
character of manufacture of paper makers’ felts, particularly the woollen felts 
which are woven, as distinct from the product known as pressed felts or felting, 


as we do not produce same and it is not used on paper machines. Here is the 
technical explanation: 


The first machine in the paper industry on which a fabric is used js 
the pulp machine. A thick, open mesh, plain weave, heavy, endless woollen 
fabric takes the pulp stock from a tub and deposits it in layer form on a 
cylinder from which it is afterward cut in the form of sheets. 


On paper making machines, as-the paper stock comes from a revolv- 
ing wire screen, it is deposited on an endless woven felt and by this felt 
is carried through iron press rolls on which is shrunk the heavy woollen 
jacket. In this manner, the water is squeezed through the felt and the 
thin film of stock or partly formed paper is left on the top of the moving 
cloth. It is carried through numerous pairs of jacketed rolls and by 
thicker and finer felts and finally is formed paper. 

The packets are tubular two- to five-ply woollen cloths, very closely 
woven, and felted very hard. They are furled down to a size less than the 
roll circumference, and sheared closely; then wet, stretched and placed 


on the roll. When dry, they are so tight they are practically a part of 
the roll and form an excellent cushion. 
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The woollen felts mentioned above on which the paper is formed vary 
from a light thin, open well napped specialized blanket to a close, 
soft, thick cloth. They vary in degrees of openness, thickness, nap etc., 
according to the conditions under which run. Double cloth woollen 
felts of coarse, heavy woollen yarns, heavily fulled, are also used at 
face cloth of hard yarns, are used as marking felts to make a special 
design on the paper after it has left the regular forming felt. Carrier 
felts of coarse, heavy woolen yarns, heavily fulled, are also used at 
times to convey the paper from one set of rolls or felts to another set. 

With the paper formed but wet, it is delivered to an endless cotton 
felt, or an asbestos faced cotton dryer felt, which carries it around 
many steamed heated cylinders until dry. The cotton dryer felt is a 
very thick heavy duck. It is usually a three- to eight-ply cloth, each 
ply averaging as heavy as No. 4 duck. The weight, thickness and yarns 
used depend on the conditions under which it is run. 


After conclusion of these technical notes, I wish to state further that woollen 
felts constitute highly technical products, made endless and specially to order 
for each paper mill and pulp mill, for each kind of paper and pulp, and must 
meet the particular conditions of manufacture in each paper mill and pulp mill, 
and technical representatives have to visit paper mills periodically, or often 
on special or urgent calls, to meet changing requirements, study changes in 
operation on paper machines, improve weaves or change them and felts react 
differently in the various mills according to type of paper machine or pulp 
_ machine used, age of machine, quality of skilled labour operating the machinery 
and, even the occasional change of type of pulp or paper stock used. Felts 
_ involve continuous service from the felt mill to the paper and pulp mill and 
_ they must have considerable tensile strength, requiring carefully sorted wools of 
- the soundest quality, in varying fineness of staple, as they carry the paper stock 
- in the wet and dry condition at speeds from under 1,000 to 1,500 revolutions per 
minute. They must have a well napped or teazed surface in most cases and 
_ they must not stretch unreasonably in length or shrink in width, or they cause 
4 trouble and have to. be taken off the paper machine and replaced, causing 
_ loss of paper production which is a vital factor when the operation of the 
very expensive paper machinery is considered, as a complete paper machine 
today, depending on its width, ete., ete., might be worth from a million 
to two million dollars or more. 

As aforesaid, felts require continuous and frequent servicing of a highly 
technical order (as distinct from apparel woollen products). 
3 Our other Canadian firms make wool felts: Kenwood Mills Ltd., Arnprior, 
 Ont.; branch of F. C. Huyck & Son of Albany, N.Y.; Perritts & Spencer Ltd., 
branch of the same firm in England; Penmans Limited, at St. Hyacinthe, P.Q., 
and Warwick Woollen Mills Ltd., Warwick, P.Q. 
| Summing up: The production of paper makers’ wool felts is highly 
4 specialized. The technological production has been developed to a high level. 
; 
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Certain paper machines in Canada are not installed in other countries. The 
_ production of paper is largely newsprint of which about 90 per cent is shipped 
_ to the United States and secures many millions of the valuable U.S. dollars. 
The Canadian felt mills have the capacity and have been able to hold their 
' entire market, thus having economical production. Felts made in the United 
_ States command substantially higher prices there owing to higher cost of 
production. At this time, owing to Canadian paper mills working over 100 
per cent capacity of standard capacity, the full production of Canadian felts 
ds required at home and our exports are only nominal in continuing to take 
care of long established customers in Mexico and Brazil. 
' The same argument applies to our cotton dryer and asbestos-cotton dryer 
paper machine felts which are used at the drying end of paper machines whereas 
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the wool felts are used at the wet end when the wet paper sheet in a thin film - 
has to be carried through an elaborate system of press rolls before catching on — 
to the steam filled cylinders where the drying up of paper is completed and at — 
the end of which comes out the finished product. 
The felt business in this case is entirely tied up to the manufacture of — 
paper in this country and also to the manufacture of pulp of various qualities. 
As the width of paper machines varies from about 100 inches to over 300 
inches, or say 8 feet to over 25 feet wide, felts have to be made of great width © 
and length and the specialized woollen machinery for the purpose is of gigantic — 
proportions and necessitates considerable floor space compared to the weaving © 
and finishing machinery for other types of woollen goods. Investment is accord-— 
ingly larger and due to the very careful processing required and the high value 
involved in defective work, the weaving of felts is not done on a night shift, 
as distinct from apparel cloths and blankets. Also due to the continuous — 
servicing and the serious risks always inherent to the felt business by virtue of 
invention and research leading to new developments and improvements to paper — 
machines, increasing life of felts and thus decreasing units required, prices on — 
machine felts have to be in relation to the important industry they are serving — 
and there are always developments arising also in the United States and other — 
paper making countries of a nature to revolutionize the composition and — 
processing of felts, This matures in course of time and we are always labouring 
under the anxiety of having to discard considerable equipment and re-equip — 
under difficult conditions. 'The profit incentive has necessarily to be quite — 
higher but it is qualified to quite a degree as the felt business carries risks — 
related to mechanics always seeking improvement, and paper making processes | 
under laboratory research for more efficiency and cost saving. For instance, 
inventive developments within the last fifteen years or so have reduced the © 
consumption of felts in paper mills at least one-third and the trend goes towards 
diminishing the consumption still more. : 
This is most important as the paper industry is one of the largest users of 
textile products, and is entirely dependent on them. Felts are an integral part of 
a paper machine which could not operate without them. ; 
The manufacture of newsprint paper and pulp takes about 93 per cent of — 
our felt production whereas felts for the manufacture of board and fine papers 
takes up the balance of about 7 per cent. To give you an idea of the importance ~ 
of the newsprint industry, which is such a vital factor at the base of our business, ~ 
it produced in 1946 4,148,000 tons of newsprint paper of which 93 per cent — 
were exported almost entirely to the United States and only 7 per cent retained — 
for consumption in Canada. In 1947, the production was nearly 4,500,000 tons — 
and the trend: for 1948 is towards higher figures, almost entirely for payment in 
U.S. funds. ; 
Now, the committee knows just what sort of a product is paper makers — 
felts, in the textile industry, something which was quite obscure in previous — 
inquiries. F 
This background of: our business and the story of paper makers’ felts is for. : 
the purpose of enlightenment as to the results shown by the combination of two ~ 
purely wool products firms for apparel purposes and the other one engaged ‘on 
a large extent in mechanical wool products and mechanical cotton and asbestos © 
products and cotton transmission rope, even if including in its lines an important 
part of wool apparel goods and wool blankets which are not in the apparel 
distribution. ; 
Mr. Dyve: I have no questions, Mr. Chairman. 
The Vicre-CHatrMAN: Are there any other questions? I guess we stop there. 
Mr. Dypre: Thank you very much, Mr. Tremblay. Mr. Chairman, Mr. 
Knight has prepared a report E which I think it will take a very few minutes 
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to put in, and that will complete his evidence. I should like to recall him and 
ask him one question and then you can decide— 


Bt By Mr. McGregor: 
i Q. I should like to ask Mr. Tremblay what the rate of pay would be 
~ in their mills at the present time? What is your rate of pay?—A. I will 
tell you. é 
Q. The hourly rate?—A. Here is a week ending May 15, 1948. There 
are 594 workers distributed as follows: There are 400 men over 18 years old, 
including single men without experience, and the average per hour for them is 794 
cents, 53 hours per week, which is 48 hours plus overtime of 5 hours, and 
weekly pay of $42.13. 
Q. Weekly pay what?—A. $42.13. 


By Mr. Fleming: 


Q. For an average week of how many hours?—A. Of 53 hours. Boys under 
19 years old, average per hour 50-4 cents per hour; number of hours per week, 
52; weekly pay $26.20. One hundred and seventy-five girls, including girls 
without experience, 58-2 cents per hour, 46 hours per week, weekly pay $26.77. 
The over-all average for the 594 employees is 73 cents per hour. The average 
over-all for male and female is 50-7 hours per week and the average pay is- 
$37.09 for all male and female. 

- At this stage, gentlemen, I would say that due consideration should be 
given to the substantial benefits which are very costly to manufacturers and 
which in the last two or three years have been ‘accruing to the workers in addition 
to the take-home pay such as two weeks’ holidays with pay, statutory holidays 
with pay, and firms also subscribe at least 50 per cent or more to group life 
- insurance, sickness, accident, hospitalization, and towards a clinie for employees 
and dependents, and also recreation centres and other welfare plans. In the 
ase of Ayers Limited the extra benefits accruing in this way to the employees 
are costing at the rate of 25 to 3 cents per hour over and above the hourly 
- earnings of employees. There was a very much smaller amount of such 
benefits in Canada back in 1936. Pension and retirement plans are also coming 
into general practice. They are not yet in effect, but it is easy to appreciate 
, 

z 


os 


ie EP ee NL = ee RED CE 6 ee Bye ee ee 


that social security costs in manufacturing enterprises will become more and 
more important as a part of the cost. 
The CuarrMAn: Thank you. Any other questions? 


By Mr. Fleming: 


Q. How do the wages in your plant compare with others? I do not recall 
if we had evidence on the others in this industry, did we? 
“Mr. Dyve: No. 


By Mr. Irvine: 

Q. Are your workers organized into unions?—A. Well, we had labour trouble 
in May last year, and we had a union then, and since then they have not taken 
the initiative to ask for a collective bargaining agreement, although our employees 
know that it is of their own choice. We have no influence over that. According 
to Quebec law we cannot tell them to do this or do that. It is up to them, but 
they have not taken the initiative to ask for a collective bargaining agreement. 
When they do ask for it and they have the required 51 per cent majority they 
will be granted it. We have always had collective bargaining agreements 
for years. 
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The CHairMAN: Any other questions? 
: Mr. Fuemine: I asked if the witness had any information about prevailing 
- wages in the industry. 
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By the Vice-Chairman: 3 = 


Q. How do your wages compare generally with others in the same industry ? i 
—A. The Canada Labour Gazette, for instance, for May; 1948, as of February — 


1, gives the average weckly hours as 44:4 and the average hourly earnings 
68 cents. 


Q. You are somewhat above what is stated in the Gazette?—A. Yes, 73.4 
cents, and besides that it costs us for social security another 24 or 3 cents — 


per hour. 
Q. In general you feel your wage level is higher than others in the industry. 
Thank you—A. With your permission, Mr. Chairman, might I just add a few 
words there with reference to the competition from Great Britain? Just as 
to the rates. 
Q. Provided it does not take long. I have to point out to you that your 
idea of time and my idea of time are not the same because when you started 
to read you said you would not take more than six minutes and it was a great 
deal more than that, so if your submission is to be of any length I think we 
should consider whether it should go in or not in this way.—A. It is just one line. 
Q. That cannot take long—aA. This is woollen yarn and cloth, comparison 
of earnings in cents per hour, Canada 65-3 cents as against 40 cents in the 
United Kingdom, a difference in cents per hour of 25-3 cents, or Canada as a 
percentage of the United Kingdom, 63 per cent. There is a 63 per cent lower 
wage rate in Great Britain. Just to give you the authority, that table com- 
pares the hourly earnings inclusive of overtime and bonuses in the woollen 
industry in Canada and the,United Kingdom. The rates shown are a weighted 
average for men and women. The United Kingdom figures are from the 
. Ministry of Labour Gazette for April, 1948, and show the hourly earnings during 
- the last period in October, 1947. The Canadian figures are from the Dominion 
Bureau of Statistics. 
Mr. McGrecor: I thought they had a labour government over there. 


By Mr. Fleming: 


Q. Is that the end of the statement?—A. That is the end of the statement. 
The Vicr-CHAIRMAN: Thank you, Mr. Tremblay. . 


E. H. Knight, Knight and Trudel, Montreal, recalled. 


By Mr. Dyde: : 
Q. Mr. Knight’s Report “E” has been circulated, and I should like to ask 


Mr. Knight if he would summarize for us in a sentence or two what report E is. 
Would you do that, please?—A. Yes, Mr. Dyde. 


read. 


The Wirness: Report E gives a bird’s eye view of reports B C and D on 
the three branches of the industry. It has been so designed that by reference 
to the schedules one can see the relative importance of the groups that the com- 
mittee have been studying these last few days. The report itself has been 
drawn up to coincide with the committee’s terms of reference, namely, the three 
terms of reference, and under each of those terms of reference we have set out 
for the committee’s guidance the schedules which in our opinion refer to those 
terms of reference. 


Mr. Dype: Mr. Chairman, in the ordinary course I would have asked Mr. 


Knight to read this. It is about six pages of reading. I will be guided by your 
wishes in this connection. 


The Vicre-CHatrMan: It is understood that report E will go in as though - 
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ee The Vice-CuHarrMAN: I think it is understood this will go in as though read. ° 
~ Mr. Irvine: Yes. ; 
Mr. Fiemina: It will have to be read sometime. Could we not go over it — 


— quickly now? 


The Vice-CuHarrMAN: It would not take long to read it. 


7 i Mr. Fireminc: We would be as far ahead that way. 


The Vice-CuairMan: All right. 
Mr. Dype: You can proceed with it fairly rapidly unless you are interrupted. 
The Witness: 


Special Committee on Prices, 
House of Commons, 
Orrawa, Canada. 


Gentlemen,—This report summarizes the information contained in Reports 
“B”, “C” and “D” which cover the Cotton, Wool and Artificial Silk and Nylon 
groups of the Primary Textile Industry of Canada. 

The sequence of this report has been designed to coincide with your com- 
mittee’s terms of reference, as stated in a resolution of the House of Commons 
dated February 10, 1948. 

(a) The causes of the recent rise in the cost of living. 

Each of the twelve special companies named in Report “A” were requested 
to supply the unit selling prices of three or more of their most important com- 
modities, at given dates. These unit selling prices have been listed in conmpaunee 
tive form and reported as follows: 

Cotton Group: Report “B’, pages 10 and 11; 

Wool Group: Report “C”, page 11; 

Artificial Silk and Nylon Group: Report “D”, page 12. 

These comparative lists reflect an upward trend in each succeeding period 
and in each group of the industry. This trend, however, cannot be used as an 
index of the general rise in selling prices in the Primary Textile Industry, due 


_ to the fact that the sales volume of the commodities reported does not generally 
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represent a sufficient percentage of the total sales of each company. 
(b) Prices which have been raised above levels justified by increased costs. 

In order to show costs in relation to selling prices, twelve of the larger 
reporting companies were requested to supply details of their operations and 
itemized balance sheets for a twelve year period from 1936 to 1947 inclusive. 
These companies were also requested to supply interim statements, on a calendar 
month basis where available, for the twenty-seven months from January 1946 
to March 1948 inclusive. 

Eighty-six other companies were given the more abbreviated form of ques- 
tionnaire filed as Exhibit 2, where sales and operating income were requested on 
an annual basis for the twelve years, and monthly for the twenty-seven months 
referred to above. 

First, the reporting companies were classified under Cotton, Wool and 
Artificial Silk and Nylon. From figures submitted, schedules have been prepared 
for the purpose of showing, for significant periods peculiar to each group, 
sales and costs in connection therewith. In addition, net profit of the twelve 
special companies has been shown in relation to capital employed. 

The consolidated position of the Primary Textile Industry is now summarized 
on the following schedules: 


Schedule E1:—Summary of Annual Sales and Percentages of Operating 
Income to Sales (All groups together), for the twelve years from 
1936 to 1947 inclusive. 
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Schedule H2:—Annual Sales and Percentages of Operating Income to Sales — 
of twelve special companies (All groups together), for the twelve years 
from 1936 to 1947 inclusive. 

Schedule E3:—Annual Sales and Percentages of Operating Income to Sales 
of eighty-three other companies (All groups together), for the twelve 
years from 1936 to 1947 inclusive. : 

Schedule E4:—Sales and Components of Cost of twelve special companies 
(All groups togéther), for the periods indicated. 

Schedule E5:—Monthly Sales (All groups together), for the twenty-seven 
months from January 1946 to March 1948. 

Schedule E6:—Capital employed and earnings of the twelve special com- 
panies (All groups together), for the twelve years from 1936 to 1947 
inclusive. 

The following remarks are submitted in amplification of the information 

shown on these schedules. — 


SCHEDULES Ei, E2 and E3 


These schedules show sales and the percentage of operating income to 
sales on an annual basis, for each group, namely Cotton, Wool and Artificial 
Silk and Nylon, and for the industry as a whole, when: 

(H1) all ninety-five companies are summarized together; 
(E2) all twelve special companies are summarized together; 
(H3) all eighty-three other companies are summarized together. 

It is to be noted that the figures supplied by three Cotton subsidiaries of 
Tire and Rubber Manufacturers have been excluded from schedules E1 and E3 
for reasons explained in report “B”, page 4. It was thought that the inclusion 
of these figures would distort comparisons. 

Operating Income has been shown on each of the three schedules as a 
percentage to Sales in order to reflect fluctuations both between groups and 
between years, over the twelve year period under review. These percentages 
have been based on “Operating Income”, as defined in reports “B”, “C” and “D”. 

Operating Income has been used as a measure of earnings, instead of 
Net Profit, as operating income fluctuates more readily with the corresponding 
rise and fall of sales and cost of sales. 

Operating Income is not Net Profit available to the shareholders. 

Operating Income may be more or less than the Net Profit of the company 
after taxes available to shareholders, as operating income may be increased or 
reduced by other income and other charges which have no direct relation t 
the manufacturing of textile products. ; 

- The purpose of these schedules is to show the relative importance that 
each of the three groups bears to one another. Percentages have been cal- 
culated to reflect these relationships and have been summarized on the following 
table: 


Ninety-five Twelve Highty-three 
reporting Special other 
companies Companies companies 


Schedule El Schedule E2 Schedule E3 
On the Basis of Total Sales— 


Cotton Group Mev necee te ees 49-2% 65-1% 24-4% 

WGN GPO UD eeli alne lon crc tote seheee ee ee 26-1 10-5 50-5 

Artificial Silk and Nylon Group...... 24°7 24-4 25-1 
aul Groupe Dosether. cts. cele o ctiekeiee 100:0% 100:0% 100:0% 
On the Basis of Operating Income— 

Coebon WG TOUD Se ey eee ee Reine 47-2% 56:8% 23:°6% 

BWV ACOL GROUP ot ara nies cdetatos, ete 20-8 8-8 50-4 

Artificial Silk and Nylon Group...... 32-0 34-4 26-0 


All Groups Together............eescecees 100:0% 100-0% 100-0% 
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It would appear from this table that the share of the Cotton Group in the 
total sales of all reporting companies in the Primary Textile Industry during 
the twelve years under review, was 49-2 per cent compared with a share of 
47-2 per cent in the total operating income earned. The share of the Wool 
; Group and of the Artificial Silk and Nylon Group in total sales and operating 
income may be determined in the same manner. 


) By Mr. Fleming: 
Q. May I just ask a question before we go any further? Was this report 
. written since the taking of the evidence in the “three textile industries?—-A. No, 
~ as a matter of fact, Mr. Fleming, all five reports were written and completed 
on the first day of June when I came on the stand. This has not been amended 
since that date. 

Q. There are some phrases here which we have been discussing and I 

ondered if you had written them in the light of the evidence we have taken?— 
. No. 

The Vick-CHarrMAN: He mentioned at that time, Mr. Fleming, that it 
was understood these reports would be released at the moment of their 
_ presentation. 

The second and third set of percentages shown in the above table have been 


TAL SSE NSO ES ee 
Ps 


calculated for the purpose of indicating ‘the proportion that each group of the 
twelve special companies bears to one another, and likewise a similar ratio for 
the eighty-three other companies. 
: The sales of the twelve special companies represent 61% of the total sales 
reported and 71% of the total operating income bat eae for the industry, as 
compared with 39% of the total sales and 29% of the corresponding operating 
- income for the eighty-three other companies. 


SCHEDULE H4 


a 
‘ This schedule shows sales and components of cost of the twelve special 
{ companies for four periods of time, as follows:— 
(a) The twelve years under review 
: (b) The calendar year 1946 
5 (c) The calendar year 1947 
4 (d) The first. quarter of the year 1948 
4 As the amounts reported have been reduced to a sales dollar, which is the 
equivalent of a percentage basis, it is possible to reflect the trend of operating 
income in each of the three groups for each of the four periods of time. 
= 
: 
4 
: 
4 


The five special companies in the Cotton Group show a decrease in the rate 
of operating income in each succeeding period, as shown below:— 
(a) The twelve years under review........... 12-6% 
ir lien yepreOder ihe wre ol. Oy. a 10-0 
LEV GRRCAL: LONI Reh Ink a <i aes t oleae 2 8:8 
(d) The first quarter of the year 1948........ Gxt 
; In comparison, the figures reported by the Wool Group are expressed as 
ollows:— 
(a) The poh years under review.....:..... 12-0% 
CDE br ORE OF Ge wie hse a5 oh ctate o ae Cette Moe 8-1 
COs Mates trig Milk 2 2 ee a ern Ane, oe Wa rece 13-4 
3 (d) The first quarter of the year 1948........ 16-9 
; The Artificial Silk and Nylon Group have shown a steady increase in the 
ratio of operating income to sales:— 


(a) The twelve years under review........... 20 -3% 
ia Real Wavrec corona! BS AUS Ws sae A ol a ea 20-8 
(ee DEC GRP ST tein Gusta stele «ewe Salen Me 24-9 


(d) The first quarter of the year 1948........ 26-6 
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Raw materials, labour and overhead may be compared on the same basis. 
As sales and components of cost reported by the twelve special companies 


have been, shown in total on schedule E4, it is possible to assess the size and- 


relative importance of the expenditures incurred and the operating income earned 
by the twelve special companies in the production of primary textiles. 


SCHEDULE E5 


This schedule shows sales by months for the 27-month period from Jan- | 


uary 1946 to March 1948, inclusive, for all reporting companies in the industry, 
with the exception of three cotton subsidiaries of tire and rubber manufacturers. 


SCHEDULE E6 


This schedule shows capital employed and the percentage of net profit to 


capital, computed by groups, on an annual basis, for the twelve special com- 
panies. Capital employed and net profit to capital aré shown both before and 
after adjusting inventory reserves, except in the case of the Artificial Silk and 
Nylon group, where inventory reserves were not significant. 

Net profit has been shown as a percentage of capital employed ‘and reflects 
the fluctuations between groups and between years, over the twelve year period 
under review. The terms capital employed, net profit after taxes and percentage 
of profit to capital have been defined in reports “B”, “C” and “D”. 

While capital employed has been computed in each case in accordance with 
the terms of the definition, certain companies may contend that capital employed 
should have been adjusted to take into account conditions peculiar to their 
company. - . 


In the cotton group, The Wabasso Cotton Company Limited, in 1939, 


reduced the book value of its capital stock from $4,192,000.00 to an amount of 
$2,000,000.00, and applied the greater part of this reduction against the book 
value of its fixed assets. The effect of this reduction is apparent on schedule 


B8 (1), where the percentage of profit to capital is shown to increase from 


3°5% for 1938 to 9-2% for 1939. If this adjustment to the book value of capital 


stock had not taken place, the percentage of profit to capital would have been. 


reduced by approximately 3% in 1939, with a proportionate reduction in the 
percentages shown in the ensuing years. Conversely, if the reduction had taken 
place prior to 1936, the percenatge of net profit to capital in the years 1936, 1937 


and 1938 would have been higher than the rates shown for those years on 


Schedule B8 (1). 
In the wool group, Ayers Limited, being a private company, under the 


provisions of Section 96 of the Income Tax Act distributed in 1946, by way ~ 


of dividend and income tax thereon a sum of approximately 22 million dollars. 
In order to finance this distribution, a bank loan was raised in 1946 and 
converted in 1947 into First Mortgage Bonds and Notes Payable. As these 
bonds and notes have not been included in capital employed, the percentage 


of profit to capital is shown at 18-7 per cent for 1946 and 16°5 per cent for © 


1947. These percentages would have been considerably lower had capital 
employed included bonded indebtedness and special bank loans, and the interest 
charges. been added back to profits. 


_In the artificial silk and nylon group, Canadian Celanese Limited increased — 
their total debentures from 5 million dollars in 1946 to $9,600,000 in 1947, the — 


proceeds of which is reported to have been applied to increasing the company’s — 


plant facilities. These debentures have not been included in capital employed ~ 


nor have the net profits of this company been adjusted by the debenture interest 


charges. 


been taken into account in the preparation of schedules B8, C8, D8 and E6, as 


a uniform basis of reflecting capital employed and net profit had to be used — 


The three instances cited above and others of a similar nature have not — 
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P: ‘or all companies. The interpretation of the complicated capital structure of 
"several of the large companies would have required extensive analysis which 
was not considered practical in the present instance. 


¥ (c) Rises in prices due to the acquiring, accumulating or withholding from sale 
by any persons, firms or corporations of any goods beyond amounts 
reasonably requred for the ordinary purposes of their businesses. 

; - Each of the twelve special companies were requested to supply in terms of 
q quantities, inventories of finished goods on hand, at given dates. 

The inventories so reported have been shown on the following schedules: 
Cotton Group: Report “B”, Schedule B6 

Wool Group: Report “C”’, Schedule C6 

Artificial Silk and Nylon Group: Report “D”, Schedule D6. 

These schedules show that inventories of finished goods on hand at the 
- latest date reported in 1948, were in the main lower than the inventories of 
finished goods carried during the last seven years and considerably lower than 
E those reported as being on hand in 19389. 


By the Vice-Chairman: 

, Q. So, it would appear, Mr. Knight, from the final paragraph on page 6 
that you do not think there has been any withholding from the market by the 
eompanies under review?—A. The figures do not reflect that. They. reflect 
there has been no withholding. 

Mr: Fremine: What is that? 

The Vick-CHAIRMAN: The figures do not reflect any withholding. 

~The WitNuss: 


IN CONCLUSION 


; This terminates the fifth and final report which has been prepared from 
7 the information obtained from the 98 reporting companies of the Primary 
Textile Industry of Canada. 


— I wish to express my appreciation for the co-operation and guidance 
- extended to me by Messrs. H. A. Dyde, K.C., Fabio Monet, K.C., and J. R. M. 
Wilson, F.C.A. 


Respectfully submitted, 


EK. H. KNIGHT, 
Chartered Accountant. 
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The Vice-CHATRMAN: I think, Mr. Knight, the committee would desire me 


to say they feel the work you have turned into them and the assistance you 
have given—I feel sure I am expressing the opinion of the committee—has been 
of a very high order. They are indebted to you. We feel we have been very 
well served. 

The Witness: Thank you very much. 

The Vick-CHairMan: At this point, I think we change counsel; Mr. Monet 
replaces Mr. Dyde. 

_Mr. Moner: Mr. Chairman, before I call the witnesses whom I have to 
bring before the committee— 


The Vick-CHamrmMan: Mr. Monet has a number of details to clear up. It 


is Just a case of filing papers? 

Mr. Moner: Yes, I wish to complete the record on butter, fruits and vege- 
tables and artificial silk, by putting on the record certain information which was 
requested earlier. I suggest, Mr. Chairman, that since it would take a long 
time to read all these documents, I should table them. 


The Vicge-CHairMAN: They should be tabled in the same way as we tabled | 
the reports from the Wartime Prices and Trade Board and Mr. Ashbaugh this _ 


morning. It was understood those documents would appear in the record as 
part of the appendix to today’s minutes, since they were not connected with 
today’s hearings. : 


Mr. Irvine: Could you give us the gist of these documents? 
Mr. Moner: Yes, I will. On page 1536 of the minutes of evidence, No. 31, 


dated April 6, Silverwood Dairies were requested to inform the committee as. 


to the amount of butter stored for other people from April 1, 1947 to April 1, 
1948 and also the number of car lots of butter sold during the fiscal year ending 
March 31, 1948. 


Information was requested from the Borden Company on page 1686 of the | 


minutes of evidence, No. 34, and also pages 1694 and 1700. 
Information was requested from the Swift Canadian Company on page 1720 
of the minutes of evidence, No. 35, dated April 12, concerning the number of 


purchases of butter in Halifax from Canada Packers and also the amount of | 


butter sold to the British West Indies and Newfoundland. 

_On page 1845 of the minutes of evidence, it will be noted that Mr. C. Guy 
Bishop, who had been summoned to appear before this committee in connection 
with the purchases of butter he made some time last fall, failed to appear. An 
affidavit has been supplied by Mr. Bishop to the effect that he was sick at the 
time and was unable to appear. In answer to my request, Mr. Bishop also 
gave the selling price for this butter. 

The Vicr-CuarrMan: I wish to speak to Mr. Martin for a minute about the 
procedure we have been discussing. I am goin@ to ask Mr. Irvine, in view of 
the fact the next witness is a labour representative, to take the chair until I 
return. 


(At this point, Mr. Irvine assumed the chair). 
Mr. Monet: This would explain Mr. Bishop’s failure to attend the meeting 


of the committee as requested. This completes the record so far as the butter : 


investigation is concerned. ie 

Now, in connection with fruits and vegetables, Mr. McCallum, of the 
Dominion Fruit Company was requested on May 18, in volume No. 59 of the 
minutes of evidence to file the annual statement of Western Grocers Limited. 
I am now placing before you a number of copies of this annual statement. 


Mr. McGrecor: On what page is that request found? 
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_._-Mr. Monet: It is on page 2980. There were also requests of Mr. McCallum 
eon pages 2985, 2992 and 2999, to which answers have been given in this 
document. , j 

s A request was made of the Crelinsten Fruit Company to give a breakdown 
of the carloads of oranges for a certain period, to wit, November 20 to November 
_ 27,1947. This breakdown has been supplied and a letter is attached to it dated 
_ June 16, 1948. This covers all the requests made in the fruits and vegetable 
investigation. = gs 
he last document is concerned with the artificial silk and nylon investiga- 
~—tion. A request was made of the Canadian Celanese Limited to give certain 
information about taxes. I have now received from the Canadian Celanese 
_ Limited this informationand it is contained in a letter dated June 21, 1948. 
__ ~The reference to this evidence is contained in Mr. Palmer’s evidence, who was 
___ the last witness in the silk investigation. 


Mr. Fiemine: Mr. Chairman, is that letter very lengthy? 


i; Mr. Monet: It is very short. 
4 Ais Mr. Fieminc: Could we have it read? 
a Mr. Monet: Yes. 


4 Mr. Fiemine: Before you read it, Mr. Monet, may I ask whether the 
_ other documents are to be printed in the record as though read, or are they to 
be printed as an appendix? 
Mr. Monet: They will be printed as appendices except in the case of the 
annual report from Western Grocers Limited. 


; i This letter is dated June 21, 1948, signed by Mr. Allen, the treasurer of 
_ Canadian Celanese Limited. 


g June. 21, 1948. 
a “Mr. Fabio Monet, K.C., 

* Counsel to the Special Committee on Prices, 

House of Commons, . 

Ottawa. 


Dear Sir: 


, In reply to the request made by Mr. Kuhl, we are pleased to list 
below the details of taxes charged against income for the year 1947, 


M4 totalling $2,794,460.95. 
; Dominion of Canada Income and Excess Profits 
; . RU ers OB itr tao ees os Soi fis bars Sheed $2,167,000 00 
Dominion Sales and Excise Taxes’............ 89,447 22 
' Provincial Taxes on Income and Capital ........ 397,078 44 
 :) Provincia maxtony Purchases Sahoo a 41,771 63 
Ss, a Gee tera amis sc ce PSC ae aia, oa tae 98,770 11 
DT Seerel ARV eOMIe Te Maly 5 Ab aos sag okie < pee eee 393 55 


$2,794,460 95 


As the total sales for 1947 were $17,531,957.00, we calculate that if 
we had paid no taxes in this year a reduction in the sales price of our 
products of 15-9 per cent would have yielded the same net profit which 
we obtained in 1947. 
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This 15-9 per cent is broken down as between dominion, provincial 
and municipal taxes as follows: . ; 


Per ‘Cent 
OVA ONE Se Maik, omer y aera ee $2,256,447 22 12°83 — 
PrOMIRCION (ihc Peele a sins ree 438,850 07 2°35 
sMunicipgd eee Gon ate 98,770 11 6 
Miscellaneous 0 of tie Sere Aa 393 5d 
$2,794,450 95 15-9 


Yours very truly, 


CANADIAN CELANESE LIMITED 
(Sgd.) A. G. ALLEN, 
Treasurer. 


There were also questions asked by Mr. Beaudoin and Mr. MacGregor 
with regard to employment at Drummondville and Sorel. The information 
is given in a letter bearing the date June 21, 1948. That completes the 
information requested by the members of the committee in the different 
investigations with which I had to deal. : 

I shall now call Mr. Ledoux. 


Gaston H. Ledoux, President, Federation Nationale Catholique du 
Textile Inc., called and sworn: . 


Mr. Monet: Mr. Chairman, before Mr. Ledoux gives his evidence I would 
say that when talking with him this morning he expressed to me a desire to 
give his evidence in English. 

By Mr. Monet: = 

Q. Would you please give your full name?—A. Gaston H. Ledoux. 

Q. What is your present address?—A. 438 St. Denis street, Granby, 
Quebec. ; 

Q. Would you give your ‘present occupation? 
Federation Nationale Catholique du Textile Inc. 

Q. It has been brought out before this committee that production is 
significantly less than it was during the war. Representatives of the leading 
companies in the industry have told the committee that this reduction is due 
first to the difficulty in getting men and women with whom to build up their 
second shifts; secondly it is due to absenteeism, particularly absenteeism on 
Saturday morning which was said to run as high as 39 per cent in the Montreal 
mills. Would you please tell the committee, Mr. Ledoux, whether you have 
any statement to make with regard to the allegations which have been made 
before the members of this committee?—A. I would like to stress the point Mr. 
Monet made a moment ago that I will give my testimony in English. I do that, 
not because I speak very good English, but it is for the benefit of the members 
of the committee who do not speak French, and I will do my best. 

Mr. Winters: Before we have this evidence can you say in which companies 
your union operates? 

The Wrrness: The union operates in the five principal textile companies 
“mentioned in volume No. 66 of the Minutes of the Committee—Dominion 


A. I am president of La 


wee - bi 
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- Textiles, Limited, Canadian Cottons Limited, Montreal Cottons, Drummond- 
~ ville Cotton, and Wabasso Cotton. 

Mr. Tuatcuer: Is your union in all of those companies? 
The Witness: All except Canadian Cottons Limited. 


___ Mr. Fiemine: I assume you_are not concerned in the other textiles, wool 
- and artificial silk? 

The Witness: Oh, yes. 

Mr. Prvarp: You are one of the branches of the Syndicates Catholique? 

be The Wirness: Yes. I have prepared a very short brief, and I would like 
- to point out that it was prepared very quickly because we had only this after- 
- noon to work at it. If there are any questions after I have read the brief I 
_will do my best to answer. 

Mr. TuHarcuer: You have not. got copies of it? 

_ The Wrrness: I did not have time to have it typed so that you can under- 
stand copies are not available. Gentlemen: 

. Our association named La Federation Nationale Catholique du Textile Inc., 
- affiliated to the Canadian Catholic Confederation of Labour represents 30,000 
_ workers in the textile industry. 

; It was to find an answer to the complaints of our federation regarding rising 
_ prices in textiles commodities that the C.T.C.C. requested the Canadian govern- 
- ment, in March of 1948, to undertake an investigation of textile commodities 
_ through the special committee on Prices. We wish to express our appreciation 
for the opportunity -given us today to submit to the committee a few remarks 
_ regarding previous evidence given to the committee by certain manufacturers 
of textile products. At the outset we wish to state that the increases which 
_ have occurred in the price of textile products since September, 1947, and to date 
_ have not been caused by the récent increase in wages given to employees in the 
- industry. 
We suggest that the committee take as an example the case of the Dominion 
_ Textile Company—which represents four of the five special companies called 
_ before the committee—and it will be seen that wage increases which represent 
a rise of 30 per cent in average earnings affected the cost of production by 
about 4 per cent. If we refer to exhibit B7, page 3414 of the evidence produced 
_ before the committee we find that the differential in selling prices between the 
- 15th of September, 1947, and 1st of April, 1948, is between 20 per cent and 
35 per cent per yard. It will therefore be seen that the rise in prices is not 
accounted for by the rise in wages. The same situation applies to the Wabasso 
_ Cotton Company where it will be noted that the differential is even greater 
_ than that found in the figures of Dominion Textiles Limited. 

4 Mr. Fiemine: May I interrupt there. Are you referring to the same dates, 
_ that is September 1, 1947, to April, 1, 1948? 

The Wirness: Yes, on exhibit B7. 

Mr. McGregor: September 1, 1947, to April 1, 1948? 

The Wirness: Yes. ~ 


By Mr. Fleming: 

Q. You say that in no case has the increase in wages amounted to the 
increase in price?—A. The increase im the cost of labour is somewhere around 
4 per cent although wages may have increased by 30 per cent or 35 per cent. 
_ For example, in exhibit B7 unbleached bed sheeting, the first item, is 49-875 
cents and the difference in selling price from September 15 to April 1 is about 
20 per cent—the latest selling price being 61-25 cents. If you take the two 
columns you will find the increases in some cases are-as much as 35 per cent. . 
Q. Some of them are exactly the same?—A. Yes. 


‘ 
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By Mr. Monet, 
_ @. You mean of the 20 per cent increase which appears there 4 per cent 
would be accounted for by wages?—A. Yes. 
Q. The other 16 per cent would have to be accounted for by something 
else?—A. Yes. 


By Mr. McGregor: 

Q. There are some commodities which have not increased at all?—A.Yes, 
there are some increases which are not as high as 20 per cent. 

Q. But wages have accounted for an increase of only 4 per cent you say? 
—-A. For example there are some articles which have been increased from 
18 to 23 cents. 

In answer to some of the evidence given before your committee by certain 
representatives of the textile industry, we wish to make the following remarks: 
Referring to page 3515, when Mr. Dyde asked Mr. Gordon if he would clarify 
the point as to volume of production being limited by shortage of labour rather 
than by plant capacity; I will admit that there was a lot of truth in that state- 
ment, but that statement was not supported by facts or reasons as to why this 
so-called shortage of labour took place. Now, gentlemen, I would like to 


indicate some of those reasons. First, in a textile plant there is a considerable | 


percentage of younger people, and by that I mean’ persons between the ages of 
16 and 18, and in some textile plants they start them in between the ages of 14 
and 15—for instance at Wabasso Cotton and Penmans Limited, and quite a 
number of others. But that is not the question. As almost everyone will 
recognize, young people of the type to whom I have referred. are not as serious 
as older employees on their jobs, they get fed up a lot quicker and quit, and 
that is one of the causes for the heavy turnover in these plants. The second 
factor is the high percentage of female labour in the textile mills. As everyone 
knows, the stability of female labour as far as length of service is concerned, 
is essentially temporary in nature. The third factor to which I direct your 
attention is a practice which has been established as general policy, at least in 
connection with Dominion Textiles, Drummondville Cotton and Montreal 
Cottons, of turning off all employees on reaching the age of 65 and not hiring 
anyone over 45; as a matter of fact they do not hire them even around ages of 
40, 41, 42, 43 or 44. It cannot be denied that there are lots of these people 
who have considerable experience in textile work. 


Then, the fourth factor to which I wish to direct your attention relates to 


Mr. Gordon’s statement as to the reduction of hours of work from 524 to 40 


hours per week with a view to building up a second shift. The increase in 
average earning granted in November of 1947, which was from 55 cents to 75 
cents, did not help to any great extent on account of the fact that the take-home 


pay of the individual remained about the same, and in many cases it was : 


decreased, depending on the individual rate per hour for the particular operation 
involved.. 

Now, getting labourers to work on Saturday afternoons, or on Saturdays, 
when they have not. been used to it because they are not used to working a 
6-day week and asking them to do that for approximately the same take-home 
pay—and that is what the labourers look at most—it is easy to understand 
why they show a certain percentage of absenteeism on that particular day. 

Now, to answer a fair question as to why a certain percentage of labour 


would still sustain a further reduction in take-home pay by not showing up to — 


work on Saturday, the answer is very simple. A large proportion, if not all, of 


this Saturday absenteeism is accounted for by the fact that these people get 


themselves odd jobs for the weekend; such as a clerk in a store, working in a 
restaurant and so on, and making more money in that way than they would if 


yee ai atl 
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they were to show up for the plant to work only a 74-hour shift. To them that 
- is the only way open to bring their take-home pay up to a standard which they 
_ would like. 

a Now, to conclude this presentation, I would like to stress to your com- 
- mittee that it might be of interest to its members, to ask Mr. Gordon or any 
of the other manufacturers to answer the following questions. Now, Mr. 
_ Gordon made the statement that total production was reduced by a considerable 
number of pounds per annum. I do not wish to throw any doubt on any of the 
figures mentioned on June 3, 1948, in No. 68 of the minutes of proceedings of the 
~ committee; but I believe it would be of great interest to find ou if the production 
has been reduced per employee, because to the best of my knowledge there was 
| a larger number of employees in service during 1941 to 1946 than there are now. 
What I am really trying to say there is this, that if an employer has during a 
certain perod 1,000 employees producing 10,000 pounds that would be equal 
to 10 pounds per employee, and if in another period he reduced his staff by 
_ X per cent but the production per employee remains the same, 10 pounds, he 
cannot in fall fairness claim that his production has been reduced and use that 
as a factor in increasing his selling prices. 

Hoping that this brief will be of some interest and use to the committee 
- may I again thank you for giving us this opportunity of appearing before you. 


Ly 
> 


By Mr. Pinard: 
ee OQ. I would like to ask you a few questions concerning your employees at 
the Wabasso Company plant at Three Rivers. I wonder if you have read the 
evidence of Mr. Whitehead when he was here?—A. I read some of it, yes. 

Q. There is a reference there to a collective agreement being negotiated.— 
_ A. That is in number—? 

a Q. That is in No. 56 at page 3574. I am going to read to you a few of the 
questions that were asked of Mr. Whitehead and the answers which he gave to 
them. They are as follows: 

Q. Mr. Dyde, could I ask Mr. Whitehad whether there is any 
collective agreement in force in Three Rivers between the Catholic Syn- 
dicate and your company ?—A. Not at the present time; they are awaiting 
certification. 

Be They have asked for certification from the provincial authorities? 
—A. Yes. 

: Q. Do you oppose that application?—A. We are going to oppose it. 
Then there is another question further down asked by Mr. Lesage:— 

Q. There is a certain dissatisfaction among your employees over this 
matter of belonging to the Catholic Syndicate?—A. The dissatisfaction 
to the extent to which you have been informed has only come about 
during the last few months. 


~ Would you tell me whether you are aware of conditions at the Wabasso plant 
' at Three Rivers, as to the dissatisfaction there between the employees and the 
manager of the company?—A. It is pretty hard to discuss that point. That is 
rather putting me on the spot. I will try to give you an answer. What is really 
happening there is discrimination of the one against the other. 

Q. I understand your position. I am just asking you whether there are one 
~ or two comments you would like to make on that.—A. There is, of course, the 
union which is trying to negotiate an agreement and the company does not want 
the union. That is the first point. The first difficulty with which we are faced, 
‘and one which we are now trying to settle, is to have our union recognized by 
- the company and certified as the bargaining agent. We were up against the 
game situation at Shawinigan Falls last year. The company put up a very 
bitter fight to try to keep us from getting certification, and they are now doing 
the same thing at the Wabasso plant at Three Rivers. 
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(. Has an application been made for certification? —A. Yes, it has been 
made; not for the agreement, but for certification of the union. . ; 

Q. When was that done, do you know?—A. Oh, a couple of weeks ago; on 
the 4th of June we requested the government to give us certification. : 

- Mr. Fiemine: And you are now awaiting to hear from the Labour Relations 

Board? 

The Wirness: Yes. I believe that now the Labour Relations Board has sent 
a man to the plant to look over the books of both the company and the union to 
find out whether we do have a majority of the employees with membership in 
the union. 


By Mr. Thatcher: ; 
Q. Do I take it from your evidence that the main point you are making 
is that the recent rise in textile prices has not been caused primarily or to a 
large extent by wage increases?—A. No, sir. 
Q. You are stating categorically that it is not higher wages that has forced 
these prices up?—A. No, sir. 
(Mr. Maybank resumed the chair.) 


Q. There was one other point on which I was not just clear. When you 
were discussing this question of absenteeism—I think Mr. Gordon made the 
statement when he was here that absenteeism was one of the causes for lower 
production than they had during the war years—would you say that that 
absenteeism was caused in whole or in part by low wages?—A. Reducing the 
number of hours per week while the take-home pay remained unchanged for the 
average employee. That was the result we experienced when they reduced the 
number of hours per working week. : 

Q. Would you mind explaining that?—A. Well, it was due to the fact that 
the hours were reduced from 525 to 40 hours per week, and that meant that even 
with the increase which was granted the average employee had no more, or 
_ ‘ittle more take-home pay at the end of the week. 

Q: You mean that the textile company cut the hours?—A. Yes, they cut the 
hours from 524 to 40 per week. They just cut the number of hours per week 
by 123. That did not make much of a reduction in the take-home pay, but when 
you take 125 hours a week off production it is bound to affect the output of the 
plant. 

@. Yes, I see. How would that make for absenteeism if they are only 
working 40 hours a week?—A. The take-home pay is not enough for the average 
employee, particularly because of the shorter hours, or no work on Saturday. 
That is why they get work outside of the plant. 

Q. You mean to say that they make more outside?—A. Yes, they earn more 
outside of the plant during the weekend. They work let us say Friday night, 
Saturday and sometimes if they work in a restaurant they can work on Sunday 
too. You see, by doing that, they increase their net take-home pay for the 
week. 

Q. Then you are suggesting that one way for these companies to clear 
absenteeism in. their mills would be to pay higher wages; is that it?—A. There 
is another point, which is this: that if you increase your wages but lower the 
number of hours worked in a week it leaves you with the same take-home pay. 
A thing which I think is very pertinent to the evidence which has been before 
this committee is that at Dominion Textiles the union had requested a normal 
work week of 45 hours while the company insisted on a 40-hour two shift basis. 


By the Vice-Chairman: 
. What about this, the increase in wages for the week, provided a full 
week was worked—do you get my idea—let me put it this way; we will talk 
about a dollar an hour just because it makes the arithmetic easy.—A. Yes. 
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Q. Now, take a dollar an hour for 40 hours, that is $40?—A. Yes, $40. 

. Q. But then it was said that on Saturday morning a great many people do 
- not come, even though they get time and a half?—A. Yes. 

Q. What would you say about a policy of offering $50 provided the whole 
_ 40 hours was worked, or the whole period was worked? What would you think 
z of that as an incentive to prevent absenteeism?—A. To complete the idea 
that you have put. in my head I should like to point out that the employees 
are not looking exactly for such a big amount of money per hour’ but are 
looking, in other words, for fair take home pay. 


ties By Mr. Thatcher: 

~~ Q. Weekly pay?—A. Weekly pay, employees especially in textiles. Take, 

_ for example, a married man who earns 60 cents per hour and he works 40 hours 

in the week. He only gets $24, and believe me there is a large amount of 

people who work for 60 cents an hour in the textile industry. 

Q. On Saturday it would be 5 hours worked and 74 hours’ pay?—A. Yes, 

so that the amount of money for such employees will not be enough to carry 

on with their families, and if he has a chance to earn let us say $10 or $15 

during the week- end—and a lot of them do—I cannot very well blame them, 

and no company can very well blame them for doing so. To follow up the point 

you mentioned, an employee was working last year 524 hours, and he was 

_ getting $40 in a week, but if the company reduced his hours to 40, and even 

give him 74 hours’ extra on Saturday, the fact they have to go in on Saturday 

~ afternoon, ‘which they were not used to, and get about the same money and 

_ depend on the rate they used to have per operation in some cases, their earnings 
per week are reduced, even in spite of the increase given by the company. 

ss Q. Did you say that a lot of married men are making only 60 cents an 
- hour?—A. Plenty of them. 

Q. Would you have any idea what the average wages in the textile 

' industry would be? I may say before you answer that that a lot of companies 

we have had here have stated the average was around $1.05. 

Mr. Breaupry: 89 cents. 

The Vicn-CuHairmaAn: I think you are a little high there. 

Mr. Tuarcuer: Canadian Industries Limited gave their average wage 

as $1.05. 

The Vice-CHairMan: You may be right about that one but your expression - 

may be not quite right. 

The Wirness: I can give you the average earnings for quite a few industries 

if you wish it. 

Mr. Tuatcuer: I am very interested in getting this because it does not 

correspond with what the companies have told us. 

The Vice-CHairMAN: Wait a minute, please, before you answer the ques- 

tion. Let us get things correct. I do not. think you are quite correct, Mr. 

_ Thatcher, in saying a lot of companies said the average was $1.05. : 

Mr, THarcHer: I will retract that and say at least one company. 

The Vice-CHAIRMAN: I do not think you meant that. I do not even 

remember that one company said their average was $1.05. I am not exactly 

- disputing it. I do not remember, but your only point is can the witness give 

' the average wage? 

Mr. THatcHer: Yes. 

The Vick-CHAIRMAN: That is quite a proper question. 


By Mr. Irvine: 
Q. You give us what you think is the average?—A. Dominion Textile, 
the average is exactly 75 cents an hour. 
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Mr. Moner: If you will allow me, you will find that on page 3517 of the 


evidence. .- 


By Mr. Thatcher: 
_Q. That includes males and females?—A. Everybody. 


Mr. Fieminc: Excuse me; the reference to the $1.05 applied simply to 
Canadian Industries Limited. You will find that on page 3638. The question 
was asked of Mr. Smith by Mr. Thatcher. ' 

“Q. Your average wage is $1.05?—A. Yes sir.” That was simply Canadian 
Industries Limited. : ; : 

Mr. Monet: That was on the silk investigation. Now the witness is talking 
of the cotton industry only. 

The Vicr-Cuairman: We have that cleared up. 


By Mr. Monet: 

Q. I understand you are talking about cotton manufacturing?—A, Espe- 
cially of cotton. 

The Vice-CuairMan: These misunderstandings are bound to occur. 

Mr. Fiemina: Miay I ask a question? : 

Mr. THatcuer: Let him finish please. I should like the average wage in 
some of the textile companies. 
“ ‘The Wirness: We have, for example, another one, Penman’s Tamited, where 
the average earning is 64 cents an hour. 


By the Vice-Chairman: ’ 
Q. Have you others in mind you can give?—A. Yes, Esmond Mill where 
the average earning is 57 cents per hour. You have Verney mills where it is 
73 cents per hour. 


By Mr. Pinard: 


Q. Have you that information for any of the companies which have given 
testimony here, Wabasso ‘Cotton or other firms?—A. As far as Wabasso Cotton 
I would not be able to say the exact average earnings bécause I have not the 
list of the payroll of the company. In all these companies I have just men- 
tioned we have the complete payroll of the employees under agreement. 


By Mr. Beaudry: 

Q. Is there any reason to disbelieve the evidence of the various companies 
which was given here?—A. There is only one point I should like to make to you 
and it might be of interest. For Wabasso Cotton, for example, whatever the 
average figure might be which they gave you, it might have been a good idea 
to ask if the bonus was included in that average. _ 

The Vice-Cuarrman: I believe most people would conclude that any 
money that was paid at all under any heading had been worked into that wage 
figure. It might not be so, but I certainly felt that whatever money was paid— 

The Wirness: I do not know; I was not here. 

The Vice-Cuatrman: After all the witness was not here. I think it is a 
fair assumption the bonus was in. 


By Mr. Winters: 
'Q. By the bonus you mean the piecework rate?—A. No, no. 
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ORY Mr. Beaudry: 

eG. Overtime?—A. They call it participation au benefice. 

_ _'The Vice-CHarrMAN: I think we would call it a sharing of the benefits. 
_ Mr. Mower: Profit sharing. 

The Witness: No, not that. 


By Mr. Thatcher: 


Q. In the province of Quebec is there any minimum wage for girls in the 
pete industry?—A. Yes, a lot of them get as low as 35 cents, 

Q. What sort of a law is it?—A. for apprenticeship. 

Q. On piecework?—A. On piecework, or on any other operation. Take, for 
example, a girl who would be learning to be a spinner. She could very well 
ert at 35 cents in some plants. I would not say all plants. 


ea By Mr. Pinard: 


3 Q. That all depends on the district where it would be? It is classified in 
different sections? You have different schedules under the existing law? For 
- instance, you have one section around Three Rivers?—A. Yes. You are 
E referring to the question of zone? 

A —  Q. Yes—A. No, that is higher than the zone. The zone is only 24 cents 
* eo apprenticeship. 

Q. But all wages are away over the existing legislation now?—A. Yes. 


By Mr. Thatcher: 


_ Q. There are not many girls paid 35 cents today, are there?—A. There 
are plenty of them in the Wabasso Cotton as low as 30 cents, 29 cents. 

-  Q. How is that if the minimum is 35 cents?—A. I did not say the minimum 
was 35 cents. 


A. No, no. 


« 


By Mr. MacGregor: 
-_ Q. What he asked you was, was there a minimum wage law in Quebec?—A. 
Yes, 24 cents. 
 - Q. 24 cents?—A. That is the absolute minimum. They cannot pay any 
lower than that. 
-_ Q. Are there many who pay 24 cents?—A. I know one that pays just about 
~the absolute minimum. It is the Dionne Spinning Mill in St. George de Beauce. 
That is referring to the silk industry. 


“ By Mr. Pinard: 

Q. That mill is not situated in a metropolitan district. It is not in the 
same kind of district as other mills?—A. I would not bring that as an objection 
to the point we are discussing now because— 

, -Q. It is not an objection. I am trying to clarify your statement as to that. 
—A. If you are talking of the districts in the higher zone the minimum is still 
24 cents for apprenticeship. 


By the Vice-Chairman: 

‘ Q. I want to go back to where yeu were a few minutes ago when you were 
talking about people working week-ends. Is this the situation that causes 
ecniceisnn, that while it is true your workers get time and a half on Saturday 
‘morning the fact is they can generally get a whole week-end of work at some- 
tl ing else, and that adds up to more than they could get by this overtime pay? 
—A. Yes. 
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Q. That is what you would say is the probable cause of absenteeism; is 
that right?—A. Because— 

Q. That is correct, is it?—A. That is correct. 

Q. That is to say, there is a good deal of absenteeism on Saturday morning. 
That is true, is it? You agree with that?—A. Yes, I agree with that. 


Q. ‘There is very considerable absenteeism?—A. Not on Saturday morning, 


but on Saturday afternoon, on the second shift. 
Q. On the second shift?—A. Not the first shift. On the first shift the 
absenteeism is not so great. ¢ 
Q. But it is greater on the second shift?—A. Yes. 
Q. You say that is usually caused by the employees endeavouring to earn 
more money by turning to a different job?—A. 'That is right. 
Q. Are you yourself engaged in work in any of the mills?—A. No, I am not. 
Q. Your work is looking after the business of the union?—A. I am looking 
after the business of the union. 
Q. Have you personal acquaintance with a considerable number or some 
who work at other jobs like this during the weekend?—A. Yes. 
Q. Can you give us any idea as to how many find that kind of job?— 
A. Well, let us say the percentage would be 20 per cent absenteeism on Saturday. 
Q. If 20 per cent are absentees?—A. Let us take that figure of 20 per cent. 
I would say 184 per cent are working somewhere else. 
Q. The real reason for the 184 per cent is that they have got another job 
over the weekend?—A. That is right. 


By Mr. McGregor: 
Q. Working in stores?—A. Stores, restaurants, or helping somewhere else. 


By Mr. Irvine: 

Q. Would it be fair to say the incentive offered to labour was not great 
enough to bring them to the job?—A. Yes, sir, it would be fair on this account 
because the amount of money. drawn by the employees before and after the 
reducing of the hours remains the same, but the employee has to work on 
Saturday afternoon while before he did not have to. 


By Mr. Beaudry: 


Q. On the 524 hours?—A. He was not working Saturday afternoon then. 
He was not working Saturday afternoon; he was finished at 12 o’clock Saturday 
noon. Now, due to the fact they reduced the hours and put on three shifts, the 
second shift has to work on Saturday afternoon starting at twelve and finishing 
at five. These people did not have to work on Saturday afternoon before but 
have to work on Saturday afternoon now, and they get about the same amount 
of money. Who would want to do that? 

Q. How were the hours divided under the 524 hour week?—A. There were 
two shifts, one day shift and one night shift. 


Q. Let us take the day shift?—A. They were working fifty hours on the day 


shift and the night shift sixty hours, the average was 524 hours. 

Q. I wish to find out how the hours were divided. You say they were not 
working on Saturday afternoons, so how were the working hours divided?— 
A. Seven in the morning until six at night and Saturday morning until noon. 
The average was one hour at noon for lunch. , . 


By the Vice-Chairman: 
Q. Production figures for the cotton industry would reveal that production 
has gone down. Of course, I do not think it was said absenteeism was solely 
responsible for that. What additional suggestion can you make for increasing 
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_ it?-A. There was one point Mr. Gordon did not feel like stressing and that was 
_ that the production per employee was not reduced. However, the number of 
employees was reduced, the personnel or the staff. I do not think anyone could 
- maintain differently. 


By Mr. Fleming: 
7 Q. I think I asked him some questions about that. I am trying to sort 
out the different witnesses and the evidence they gave. He did not say there 
was any loss in productivity per employee but that, by reason of their inability 
to get all the labour they needed, on account of the over-all shortage of labour 
now, production had dropped. I though he put the emphasis on the over-all 
shortage of labour?—A. The over-all shortage of labour; that is why I brought 
up the point that a lot of employees would like to go to work for the companies. 
Ihave many examples. However, because these men are forty or forty-five, they 
- will not be hired. Some of these people have had experience in the textile 
business, spinners and weavers and such people. 
- —-Q. ~ Have you any specific cases, where qualified men have applied for 
employment and been refused?—A. Yes, many of them. 
.. Q. We were given to understand that, in the case of all cotton companies, 
_ they were looking for more men.—A. Well, there is certainly something not clear 
there because I have many requests to help them get in the mill. These requests 
_ are from men, not from women, who are around forty-five but who have had 
experience in textiles. 
4 Q. How many of those would there be?—A. I would not say because there 
are many. 
= Q. Could you give us some approximate idea?—A. It would be very hard 
to give figures on that. 
- Q. I am speaking now of these five cotton companies—A. It is the policy 
_ for them not to hire them any more. That has been established about a year. 
_ They just do not hire anybody around forty years old. At sixty- five, everyone 
is out. 
q Q. Are you saying that is a policy on the part of these companies who were 
here, Dominion Textiles, Drummondville, Montreal Cottons, Canadian Cottons 
-and Wabasso?—A. No, I would not mention Canadian Cottons because I do 
not know their policy. In so far as Montreal Cottons, Drummondville Cotton 
and Dominion Textiles are concerned that is their policy. 
Q. You have not mentioned Wabasso?—A. That is their policy. They hire 
young people, 14, 15, 16 and 17 years old. They go out and get them as soon as 
_ they are ready to go to work. 
Q. But the other aspect of it; you suggest they have a policy under which 
they are unwilling to hire men of forty-five. Could you not give us some 
- approximate idea of the number of cases you have had of men whom you have 
_ been able to offer to them?—A. If that could help any, I would mention that in 
- most cases— 
Q. I was speaking of these particular companies?—A. I would mention that 
_ there would be an average of about three a week. 


By Mr. McGregor: 
_ Q. Three a week who would come to you?—A. Coming to me. 


By the Vice-Chairman: 
Q. You run into that three times a week?—A. Some weeks there would be 
none at all and others there would be five or six. I do not think I am mistaken 
when I say there would be an average of three a week. 
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By Mr. McGregor: 
Q. You say these men are experienced hands. Why are they out of work?— 
A. Probably because they tried to find work somewhere else to better themselves. 
They quit their jobs and now they want to go back where they were before. 
They cannot go. 


By the Vice-Chairman: 
Q. There are pension plans in most of these organizations?—A. No, it is 
only the goodwill of the company— 
Q. Do they have these pension plans, these goodwill pension plans in some 
of the companies?—A. Oh, yes. 
Q. There are some of them?—A. Yes. 
Q. Would it be that they do not want to take men of forty years of age 


because they will be pensionable too soon after being hired?—A. As long as they — 


have completed twenty years of service, but nothing obliges the company to pay 
such a pension. 

- Q. I-do not think you quite understand my question. I was wondering 
whether the policy of the company not to employ people forty years of age is 
influenced by the fact they see they will be forced to pay a pension or might 
have to pay a pension a little bit sooner?—A. It could be a reason. 

Q. The existence of a pension plan, under some circumstances, might work 
against forty year old men being employed. Would you think there is anything 
in that idea at all?—A. Oh, yes. 

Q. You hear that view expressed from time to time, you know? 


By Mr. Fleming: 

@. There are two points which run through my mind arising out of your 
evidence: the first is in connection with your reference to the reduction in hours 
by the company. Do I understand the members of your union, providing the 
wage rates continue, would prefer to work forty-five hours to the present forty? 
—A. Yes. 


By Mr. Irvine: 


Q. Only because your wages are too low to make enough in the forty 
hours?—A. That is right. 


By Mr. Fleming: 


Q. The average person would prefer to work less for the same pay; I know 
I would. My question was put on this basis; if the wage rates remained constant, 
your members would prefer to work forty-five hours rather than the forty they 
work at present?—A. Yes. What we had in the back of our minds, we can say 


it now, the employees were seeking to adopt the forty-five hour week and get 


- another five hours overtime which would increase their income for the week. 
The company said, on account of the half hour break, we will reduce the hours 
ee and then the possibility, even with overtime, is only forty-five hours 
a week. 

There is another factor which I could point out. The whole situation in the 
textile industry is something like a wheel. If one spoke is missing, everyone 
feels it. Absenteeism on Saturday afternoon affects the other shifts, even the 


third shift, due to the fact the work is not quite ready for them. You under-— 


stand what I mean? 

Q. There is some disorganization?—A. There is some disorganization in the 
system; that is the point. It would be a factor in reducing production. I am 
thinking of the point you mentioned to me. You asked Mr. Gordon if it was 


because of the production per employee and he said it was not so. The number ~ 
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_ of employees in Dominion Textiles, for instance, from the years 1941 to 1946 
~ was quite large, much larger than it is today. It has been reduced. Large 
numbers have been employed so if the production is reduced, that might be one 
- of the causes of the low production. 

q Q. There is one other point I wish to mention. You spoke about the 
_ importance of take-home pay?—A. Yes. 
. Q. Would the extent of the tax deductions affect that now?—A. I beg your 
- pardon. 
Q. To what extent are tax deductions at the source entering into this question 
we are now discussing?—A. I would say it would not affect it very much because 
the take-home pay for the individual is not so big that the tax affects it very 
~ much. 
’ Mr. TuatcHer: Wages are so low. 


The Vicke-CuHairmMAn: Most of them are not taxed. However, the witness 
- wants to make sure that is not taken as a suggestion they should be taxed. 


The Wirness: Oh, sure. 


By Mr. Fleming: 


. Q. I quite understand people’ in the low hourly rate brackets would not 
__ be taxable, but we had evidence—A. I would not say they would not be taxable, 
but the amount of tax taken off their pay is very little. 
_ QQ. Has it been a factor, I mean the tax deduction at the source out of the 
_ pay envelope, has that been a factor in this matter of absenteeism?—A. I would 
not say it has not been a factor because, in some cases, it might have been a 
- factor but I will say if we take the average married man who has a little family, 
' he is not taxable. I still say absenteeism on Saturday is not due to taxes, 
_ that is, a large proportion of the absenteeism on Saturday afternoon. It is not 
_ solely due to taxes. It is an attempt to get a greater amount of money to 
meet the family budget. 
i Q. I did not suggest it was only on account of taxes?—A. In some cases, 
— JI will admit it could be. 
4 Q. One other point; we have evidence here—by the way, you are familiar 
with both spinning and weaving in this industry. Now, we had evidence here 
- that spinning production was as high as at the war-time peak but in the 
_ weaving there had been quite a reduction in production. Now, is there any dif- 
_ ference in wage scales as between spinning and weaving which would have any 
bearing on that question?—A. Oh yes. I do not know whether you have had an 
~ explanation of the wages and the manner in which it is arranged that employees 
work on spinning and on weaving. They have what we call a basic wage of 
78 cents but that does not mean the employee is receiving 78 cents. He is on 
- piece work and he is trying to reach that figure of 78 cents. There is a pos- 
~ sibility of him making 78 cents but he does not get it all the time. He might 
— get only 60 cents or 65 cents and as well he might get 80 cents, but very seldom 
- it is that he goes higher than 78 cents because the piece work rate is based 
~ on 100 per cent full time in order to get that amount. If by any chance one 
of the looms breaks down then of course the amount of money is much reduced. 


By Mr. MacGregor: 

Q. When you speak of a general wage of 75 cents or 78 cents are you 
speaking of the money that the worker actually gets or what he can make?— 

- A. What he can make. 
4 Q. When the companies say they are paying an average of 75 cents an hour 
that is not so is it?—A. Oh no. 
The Vice-CHatrMANn: It might be so. 
The Wirness: Yes, it might be so. 
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Mr. Firmine: At page 3554 of the evidence Mr. Gordon says “the weighted 
average over all groups is 75:18 cents an hour’. He used the expression 
“weighted average”, and then at page 3573 Mr. Whitehead, of Wabasso, says 
“our weighted average is 71 cents”. 

The Vicr-CHaIRMAN: Yes. 

Mr. Fiemine: That is the expression which was used. 

The Vice-CHairMAN: The way the evidence was given it would seem that 
the witness was saying that is the amount of money paid, but it is conceivable 
as this witness now is saying that he was giving us the average rate as a 
possible rate. 

Mr. Winters: We questioned him on that. 

The Wrrness: I do not think that is the way, Mr. Chairman. I think the 
figure which Mr, Gordon gave might have been the right figure but those 
figures might change from one payroll to another. 

The Vice-CHatRMAN: Oh, he admitted that. 

The Witness: It might change from as low as 70 cents average, to as high 
as 80 cents average but the over-all average might come to 75 cents. : 

Mr. MacGrecor: I just cannot imagine-any man making a statement that 
the pay was 75 cents an hour if it was not 75 cents. 

The Vice-CuatrMan: I certainly thought that was what he was saying. 

The Wirness: He might have been giving the right figure for that par- 
ticular period. 

Mr. MacGrucor: You have quoted us the figures on rates possible for a 
man to make but not what he makes. 


The Witness: I have given what it is possible to make. 


The Vicu-CuatrMan: Sometimes the worker makes it. If you take what 
the witness says it is to the effect that sometimes the worker makes it, and 
sometimes he goes over the figure, so that it would appear to be quite probable 
and certainly possible that Mr. Gordon’s statement is in agreement, because he 
fixes it at an average. 


Mr. Fiemine: I think I might clear it up if I read the whole statement 


which is on page 3554. Mr. Dyde is examining Mr. Gordon: 

Q. You have with you this morning wage figures which I believe you 

are able to give the committee?—A. Yes. 
Q. Would you please produce those and read them into the record? — 
A. Yes. On Thursday I was asked the wage figures for different groups 
of employees and I could only give an over-all figure, namely 75 cents 
an hour. The actual figures are as follows: males, 21 years and over, 
constituting 48-44 per cent of the working force, the average wage is 86:33 
. cents an hour; females 18 years and over, constituting 32-30 per cent of 
_ the working force, the average wage per hour is 67-73 cents per hour; 
males under 21, constituting 13-62 per cent of the working force, the 


average wage is 65°53 cents an hour; females under 18, constituting © 


4-09 per cent of the working force, 62:46 cents an hour. The weighted 
average over all groups is 75:18 cents an hour. 


The other reference was to the evidence of Mr. Whitehead and I remember ~ 


asking a question as to whether the average was a weighted average or not, 
and the answer was given in reply to Mr. Lesage. Mr. Whitehead said: “our 
weighted average is 71.” - 


The Witness: I quite agree with those figures as an average but I will not 
agree that they are the figures for the whole period of the year. 


The Vice-CHairMAn: Mr. Thatcher? 
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By Mr. Fleming: 
-- Q. I do not think you had completed your answer in reply to my question. 
I asked about the difference between the spinning and weaving rates and I 
thought you were going to say something further by way of explanation?—A. I 
was explaining how the rate was established. The basic rate established for 
weaving is 78 cents but the rate for spinning is 68 cents or a difference of 10 
cents an hour. That is because the spinning job is not quite as responsible as 
the weaving job. Weaving is where the cloth comes out and it has to be 
_ perfect, while in the spinning they are only making the thread and not cloth 
and that causes a difference in the rates. The value of the job is not the same. 
Q. I find that hard to follow because the information we have had is to the 
effect that spinning production is high whereas weaving production has gone 
- down since the war?—A. It is on account of apprenticeship. 
4 Q. Apprenticeship?—A. Yes, and on account of the turnover as was men- 
tioned in the brief which I read a few minutes ago. There is turnover in young 
employees and there is a large turnover among females. Females getting 
married have had to be replaced by apprentices and production has been reduced 
on account of those apprentices. 
.. Q. You mean that the apprentices are not sufficiently skilled?—A. While 
_ you can become a weaver in three months you cannot become a good weaver in 
that length of time. 
§ Q. And that is the reason why weaving production has not been main- 
- tained?—A. It could be one reason. 
Q. What other reasons are there?—A. Reduction in personnel, which I 
' mentioned a moment ago. 
ss Q. But notwithstanding that situation spinning production is maintained? 
—A. It is a lot easier to be a spinner than a weaver. 
* 

4 By Mr. Thatcher: 
. Q. Could I put two very brief questions. I wonder whether Mr. Ledoux 
can say whether wages in the textile industry in Quebec are about the same as 
_ wages in the textile industry elsewhere in Canada, or has he any statistics ?— 
_ A. From the figures that we have reference to it would appear the figures in 
Quebec are very little lower than the figures for Ontario, but we are lower. 
. Q. The figures are lower for Quebec than Ontario?—A Yes. 
a Q. And those are the only two provinces where there is much textile pro- 
~ duction?—A. Those are the only two important provinces. 
: Q. Can you say how textile wages compare with wages in other manu- 
facturing industries? Are you lower or higher?—A. We are considerably 
lower. 
Q. You are lower in the textile industry than they are in the other manu- 
facturing industries?—A. Yes. 
Mr. McGrecor: Are you taking into consideration that it may not be the 
same class of labour? 
The Witness: No, I would not say it is the same class of labour because 
it is impossible for industries to get exactly the same type of labour. When I am 
_ speaking of the textile industry I am not speaking only of the spinning or the 
- weaving, but I am speaking or the whole industry, knitting and so on. While 
knitting is not strictly a part of the textile business even so they do make a kind 
of fabric. There is a difference however between our industry and for example 
the aluminum industry. The textile industry wages are considerably lower than 
the wages paid by other manufacturers. 


The Vice-CHamMan: Most people would prefer to work in some other 
type of industry as opposed to the textile industry? 


The Witness: Yes. 


~ 
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Mr. Braupry: Can we make a comparison there? Are there many ‘women 


working in the aluminum industry for instance? 

The Wrirness: Yes. 

The Vicn-Cuarrman: Yes, there would appear to be quite a large number 
according to the Dominion Bureau of Statistics. 

_ Are there any other questions of the witness? 

The Wirness: I would like to point out these figures which I have given 
have been in force only since November 1947 and before that the rate was 55 
cents an hour. . 

The Vice-CuHarrman: I think that fact was brought out by the employers. 

Before you go, Mr. Ledoux, I wish to thank you for your effort. Most of 
us you know do not have the advantage of speaking two languages, and for 
myself and the others I wish to thank you for giving your presentation in 
English. 

The Wrrness: I hope you will forgive the mistakes which I have made, 

The Vicn-CHatrman: You have not made any mistakes. The committee 
will adjourn until 9.30 tomorrow morning at which time there will be an 
executive session. 


The meeting adjourned to meet June 24, 1948. 


;. 


APPENDIX ‘A”’ 


THE WarRTIME PRICES AND TRADE BOARD 
ENFORCEMENT ADMINISTRATION 


Orrawa, May 5, 1948. 


_ Hon. Paul Martin, 

_ Chairman, 

_ House of Commons Prices Committee, 
— Ottawa. 


Re: Nails 


a 
] Dear Sir: At the executive session of the Committee on Tuesday, May 4th, 
_ I was asked to forward to you a short summary of the present position on nails 

_ so far as the Enforcement Administration of this Board is concerned and I think 

3 you will realize that I shall not attempt to deal with the question of available 

- gupply and that Mr. Ashbaugh, the Steel Controller, who attended the same 

executive session can outline that situation with much more accuracy than it is 

possible for any member of the Board. I shall deal only with the question of the 
prices at which nails are being sold. 

Nails sold by the producers and by the organized wholesale and retail outlets 
are being sold at prices which are very little, if any, higher than the maximum 
prices which prevailed when the Board’s orders were in effect. So near as we 
can determine by far the greatest percentage of sales are made at these prices. 
It was said by Mr. Ashbaugh and I agree that a very minute percentage of nails 
are sold at markedly higher rates. Mr. Ashbaugh used the figure of less than 
1% and I would think that that would be an accurate estimate. The nails which 
- are being sold at prices markedly higher than the previous ceilings and the larger 
portion of the present day sales come from three sources:— 

(a) American nails. 

(b) Used nails which are resorted and recleaned, a laborious and expensive 
process of nails which are manufactured from scrap rod, more or less 
on a customs basis, again an expensive process. 

(c) Nails purchased by various kind of middlemen from either recognized 
wholesalers or recognized retailers at proper prices and then resold from 

~ one dealer to another with an increased price at each exchange until 
they reach consumers at very high prices indeed. 


3 It is the nails in paragraph (c) which are the subject of the advertisements 
in the press and the prices quoted in these advertisements are those which have 
-seemed so startling to the public. Our investigation has shown that in many 
cases there are three and four or more middlemen involved. As an example nails 
have been purchased from retail hardware stores by an operator, who has then 
shipped them out of his province to a retail lumber dealer in another province 
and then that lumber dealer has sold them to customers, contractors and retail 
stores and the retail stores have in turn sold them to the public. You will see 
_. that this involves distribution taken to the retail level on two successive 
~ occasions, that is, it involves markups on two series of transactions, and the 
end price could not be anything but excessive. 
We have leaves to prosecute out in reference to one such series of tran- 
 sactions and we are investigating about twenty cases largely of this type. It is 
difficult to say the exact number because each investigation turns up the series 
d of transactions to which I have referred. It has been said that large contractors 
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are holding off the market a very heavy supply of nails. The Board has never 
had any indication that a particular contractor is hoarding nails and the Board 
would investigate any such complaint if it~were to receive the same. It is 
significant that the purchasers of such nails as I have referred to in paragraph 
(c) above have often been large contractors who have to have the nails in order 
to finish important contracts. 


It is my suggestion to the Committee that in view of the small percentage 
of the nail production which is involved in these transactions and in view of the 
fact that many transactions of which we have heard involve a quantity of nails 
which compared to the whole production is infinitesimal that the Committee 
were it to carry on an investigation by producing witnesses and the usual pro- 
cedure would be spending its time in investigating small and rather unimportant 
instances and would be largely repeating the investigation which is now being 
carried on by the Board’s investigators. All of which I submit. 


I remain, 
Yours very truly, 


WISHART F. SPENCE, 
; Enforcement Administrator. 
WFS/PMM 


DEPARTMENT OF RECONSTRUCTION AND SUPPLY 
OrrawA, CANADA 


Office of the Controller 


26th May, 1948. 


Memorandum to: The Parliamentary Prices Investigation Committee. 
Subject: Canadian Nails—Production and Distribution. 


Production 


All Canadian nail production stems from nail rod which is produced in two 
rod mills. One of these is located in Hamilton, Ontario, and is owned by the 
Steel Company of Canada Limited; the other is in Sydney, N.S., and is owned 
by the Dominion Steel and Coal Corporation Limited. The production of these 
two mills for the year 1947 was as follows: 


Steel Company Dominion Steel 
of Canada Ltd. & Coal Corp’n. 
155,731 net tons 110,000 net tons (approx.) 


These tonnages are broken down into a wide variety of rod mill products which, 
in turn, are fabricated into fencing, nails, barbed wire, reinforcing rods, baling 
wire and ties, plus a considerable number of other wire products. 

The actual, production of nails, as apart from the production of nail rod, 
is indicated in Schedule “A” attached (1929-1947 figures). 


Schedule “B” (attached) indicates Canadian nail production for the year 
1947 and the first quarter of 1948, as between the various nail makers and, in 


: 


ee a nT eee nee eae ae 


ae ot PRICES 3857 


addition, indicates the number of nail machines owned and operated by these 
producers, as well as the basis on which these machines are now operating. 

-—~-An examination of these figures reveals that all nail producers are on a 
basis one full eight-hour turn but that two are not operating in excess of this 
_ basis. Of the remainder, one is on the basis of 114 per cent excess, another 20 
- per cent, another 128 per cent and one at 100 per cent. The average of the 
_ group, weighted to take into consideration the difference in number of nail 
- machines is approximately 30-37 per cent in excess of one full eight-hour shift. 
_ Assuming, therefore, that nail rod and operators were available for two complete 
eight-hour shifts six days per week, present production represents 130°37— 
 200=69-63 per cent of total plant capacity. In view of the nature of nail 
making with the attendant repairs and changes in dies, it must be assumed 
- that sixteen hours per day represents the maximum of a nail-making operation. 


-. On May 18th and May 19th, exhaustive discussion were held with repre- 
sentatives of the Steel Company of Canada and Dominion Steel & Coal 

Corporation, with a view to learning which of the rod mill products could be 
- reduced in consumption of wire rod during the next four months in order to 
4 channel the tonnage thus gained into nails of the size chiefly required in housing 
operations. 


j The present nail shortage, which is of chief concern to the Committee, is, 
I believe, in those sizes which are used in housing construction. It is among 
these sizes, and the required gauges of nail rod to fabricate them, that our efforts 
must be concentrated. It was decided, therefore, that wire fencing and barbed 
wire can provide gauges of wire from which to fabricate the housing range of 
nails. (The representatives of the Steel Company of Canada and the Dominion 
Steel and: Coal Corporation Limited returned to their respective plants with 
instructions to check with their operating personnel and immediately provide 
me with the following information: 


: (a) Available plant and manpower capacity for the production of 2” to 4” 
nails; 
: (b) The tonnage of nail rod which would be required to meet this capacity; 
Y (c) The monthly tonnage of nail rod which is being used for the fabrication 
of wire fencing. 
3 


As soon as this information is available, decisions will be made to reduce the 
present production of wire fencing, plus other appropriate wire items, to a level 
which will yield sufficient nail rod to meet the collective plant capacities to 
produce nails in the 2” to 4” range. 


Summary 


While complete information with respect to changes in plant operations 
in order to step up nail production has not yet been received, it nevertheless 
appears clearly evident that the following course of action will be adopted 
immediately: 

(1) During the period June 1, 1948, to September 30, 1948, the average 
monthly consumption of wire by wire fence manufacturers will be restricted 
to 663 per cent of the average monthly wire consumption during the period 
June 1, 1947, to September 30, 1947. 

(2) During the period June 1, 1948, to September 30, 1948, the average 
_ monthly consumption of wire by barbed wire manufacturers will be restricted 
_ to 50 per cent of the average monthly consumption of wire during the period 
June 1, 1947, to September 30, 1947. 
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(3) The wire which is secured by means of the above reductions in fencing — 


and barbed wire will be devoted entirely to the production of nails of appro- 
priate sizes for housing construction. 

(4) In order that an undue hardship may not be imposed upon wire 
fence and barbed wire manufacturers, the above noted restrictions will not be 
made applicable to imported wire. J 

_ Approximately 75 per cent of all nails produced by various Canadian nail 
makers are sold to the large wholesale distributors throughout Canada: the 
balance is taken up in purchases by large consumers. This category includes the 
railways and the larger manufacturers of farm machinery, plus a considerable 
number of industrial concerns whose continual requirements over a_ period 
of years entitle them to the classification of “carload” buyers. This pattern 
of distribution is followed by nail makers and allocations are based, for the most 
part, upon 1937-39 sales. Therefore, if Wholesaler “A” received 5,000 kegs in 
1939, his receipts for 1947 should be 5,000 kegs plus his percentage of whatever 
increase in production occurred in 1947. This pattern is only varied to the 
extent that the Government draws its requirements for priority housing at the 
producer level in Ontario and Quebee and at the wholesale’ level in the other 
Provinces, and thus reduces to some extent the total volume available for distri- 
bution. However, in view of the fact that the increase in production between 
1939 and 1947 is in excess of total priority requirements, the remaining 
volume of nails is ample to permit higher allocations being given to wholesale 
outlets than was the case in 1939. : 


Summary 

While some wholesale distributors follow a more or less definite pattern of 
distribution to retail outlets which is based upon 1939, or some other year, it 
is reasonably clear that this is not generally the case. Complaints being received 
from retailers indicate that in many cases their quotas are considerably smaller 
than the quotas which they received in the period 1937-1939. 

Therefore, in order to be assured that the additional quotas of nails which 
will be produced as a result of the cut-back in fencing and barbed wire go to 
the smaller retail outlets and those persons who are attempting to construct 
houses throughout Canada without priority assistance, it will be necessary 
to secure the co-operation of the wholesale dealers and jobbers. If this co-opera- 
tion cannot be secured, it will be necessary to adopt other means to attain 
the desired objective. 


Respectfully submitted, 
(Sgd.) F. K. ASHBAUGH, 
Steel Controller. 


SCHEDULE “A”’ 
Nail Production—Period 1929-1947 (Incl.) 


Year Kegs Year _ Kegs 
LOE eee Paes 1,233,100 1920 et ee 1,329,859 
1S EU rei nectar aa 955,360 L940 Seek ek 1,465,736 
BOS bes dees a ae ay 796,140 194A ie Ss. ee 1,652,644 
iE nei Lohete Sola 684,360 IOS ie hee 1,487,565 
YES Po a et a Oe ea 744,920 1943 ee athe as 1,471,260 
POE Gh wa eer ee 1,062,420 1944s a es, Pes 1,298,460 
TOO Seton wise 1,046,520 LOS Dt Seat van a ie 1,400,420 
TL. aC Sa eeaaaaas 1,186,847 fOIGs eee 1,176,860 
oo Aaa PR Re 1,247,984 (OPS te eee 1,546,490 
i 430. Tle ae a 1,156,130 Office of the Steel Controller. 


Ottawa, 26th May, 1948. 
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APPENDIX “B” 


SILVERWOOD DAIRIES LIMITED, 
AN ALL CANADIAN ORGANIZATION 


Head Office, London, Canada 


Lonpon, Ontario. 
April 21, 1948. 


Mr, Fasto Monet, 
400 Elgin Building, 
Orrawa, Canada. 


Dear Mr. Monet: 


We are enclosing the answer to the two questions to which we were unable 
to reply during our interrogation by the Special Committee on Prices. 


As evidence “hindsight is better than fore-sight” is certainly provided by - 
the fact that we sold 2,248 boxes of butter at the beginning of December, 
inasmuch as it was so badly needed later on in the season. 


Yours sincerely, 


SILVERWOOD DAIRIES, LIMITED, 
E. G. SILVERWOOD, 


President. 


House oF CoMMONS SPECIAL COMMITTEE ON PRICES 


SILVERWOOD DAIRIES, LIMITED 


Butter Stored for Others April 1, 1947 to April 1, 1948. 
At London,—Ingersoll Cheese on ee A x 56=17,360 July-March | 
(Whey Butter). 


At Iindsay,—Canada Packers, Toronto—313 x 56=17,528 August-Sept- 
ember; Eldon Creamery, Lornville—10 x 56560 August- October: Lakefield 
Creamery—250 x 56=14,000 April-January. 


~Carlots of Butter Sold During Fiscal Year Ended March 31, 1948 
Carlot No. 1—November 29, 1947, 630 boxes, sold to E. J. Shea at 64c. 


Carlot No. 2—December 2, 1947, 400 boxes, sold to Rodway Co..and H. T. 
Chisholm at 64c. 


Carlot No. 3—December 3, 1947, 597 boxes, sold to H. T. Chisholm at 64c. 
Carlot No. 4—December 8, 1947, 621 boxes, sold to H. T. Chisholm at 644c. 
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. THE BORDEN COMPANY LIMITED 


Spadina Crescent, Toronto, Ontario. 


> April 22, 1948. 
_ Mr. Fasto Monet, K.C. 
Room 400, Elgin Building, 
_ Orrawa, Ontario. 
Dear Sir: 
, You will recall that during our appearance before the Special Committee 
on Prices we were requested to provide further information relative to certain 
matters discussed. This information is submitted herewith as follows:— 
1. Reference—Minutes of Proceedings and Evidence, No. 34—Page 1686. 
Request—The names of the newspapers which have inquired regarding 
the price of butter during the period from 1946 to 1948. 
Response—We have contacted the management at each of our locations 
and with one exception, they each report that no calls of this 
nature were received during the period in question. Mr. Reynolds 
of our Ottawa Division reports having received four or five calls 
from the Ottawa Citizen and the Ottawa Journal during 1947. 
Note—The newspaper reports referred to by Mr. Warner (Page 1683) 
are the daily market quotations similar to the following taken 
from the Globe and Mail, April 21, 1948. 


PRODUCE LINES ARE UNCHANGED 


Trading continued steady on the local egg market yesterday and receipts 
arrived in good volume and cleared well at unchanged prices. 
a The butter market remained quiet due to the lack of sufficient supplies to 
- meet the good demand. 


Darry PRODUCE 


Butter— 
SO LOAHIOD ye MADE NOM Lba a itis: stich ls nok vie aleve a aie Bi ecksniel oleoP ark 674 to 00 
ADRAC MMP. Meta oe Rare om ore POE a kay eM! Soe Wh ais gh ele 664 to 00 
Note: Price includes 4 cent brokerage charge. 
Cheese— ‘ 
New colored, no prices available. ; 
QUOTATIONS TO RETA TRADE 
Creamery prints: 
METRY toms UENCE ails atet stNG, or over aTices eto s eects, Oo sidte eS v cus supremeels 694 to 00 
SOCOM OP AACE cenetaishs crate eicuetebcicia’ castaoets) a laiwle, grave, Sool sain ss 684 to 00 
PP Ra TRER Sea eet eters eevee reese Lars.o' <ohecols, oye elelnie a's secs slepets 674 to 00 
Churning Cream— 
Country truck price: 
aah Heat Bees eke: Le tie ee RAE aR ROR RAIS GIP IOUT 73 to 00 
elivered to Toronto: 
IN Oust OTE Ger clatttores ctan orclls soleiels iets «6 vele gists aje)stale ays 77 to 00 


4 ; Note—Some Western Ontario cream prices are quoted 71 to 74 cents for No. 1, 
_ f..b. country trucks, net to the farmer. 


2. Reference—Minutes of Proceedings and Evidence, No. 34—Page 1694. 
Request—Cost of Manufacturing Butter. 

Response—Schedule attached. ; 

3. Reference—Minutes of Proceedings and Evidence, No. 34—Page 1700. 
Request—Estimate of Earnings on Storage Butter. 
Response—Statement of Approximate Earnings attached. 

We trust the information submitted will meet your requirements. 

Yours very truly, 
THE BORDEN COMPANY, LIMITED, 
W. D. WARNER, 
President. 
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Tue BorpEN Company, LIMITED 


Approximate Earnings on Purchased Storage Butter 
1947-1948 Season to March 31, 1948 


j Sales 

2 - Average 

Month Sold Pounds Sales Value Total Value 
Bepeprember, 1947 2.6 ccc c et et ene 16,832 6446 $ 10,849 91 

BOWS GO DP Fg LG Lt ie Beh ao np = lalis 6, are! 0! « Jos 60,018 -6328 37,979 39 
SeNovember, 1047. ..v......c.0.00- 154,155 -6408 98,781 24 
MMecember, 147.022.520.206. es: 150,046 “6880 103,231 65 

Mgruarys VORB) oc bewe cenctesch 142,918 -7170 102,472 20 
Beiobruary, IAS <n. 6.6. eens 81,765 -7050 57,644 33 
March, “1948.0... sees eee e eee 168,27 ‘7084 119,207 43 
ny BO ae a ea 774,001 6850 $530,166 15 

| Cost of Sales 

Purchased for Storage (Exhibit 4) 808,042 Pounds at °5288 .... $427,279 86 
Besuorage, CHALGeS ie eee en tt eee tee eee ee metres 7,066 77 
re Gig iG Ps of vlc oad Satan wate aged ae os «Pip ode cee «Te eee 434,346 63 
Less Inventory March 31, 1948—34,031 Pounds at -5375........ 18,291 66 
Cost of Butter Sold to March 31, 1948—774,011 Pounds at -5875 416,054 97 
Cost of Printing, Wrapping, etc—774,011 Pounds at -0148.... 11,455 40 
Cost of Selling, Delivery, etc., 1947 Average—774,011 Pounds 
2 ie LE ee AT ay Aenea rn roe a Aa Nero hee eran co 34,675 70 
Total Cost of Storage Butter Sold—774,011 Pounds at -5971.... 462,186 07 

vet Margin’ Betore~Taxes—-0879. 0.5.0. ccc neta cee reser ee 67,980 08 


__ Prepared for Special Committe on Prices, House of Commons, Ottawa, Ontario. 
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SWIFT CANADIAN COMPANY, LIMITED 
= Toronto 9, Ontario, Canada 
a . April 14, 1948. 
Mr. Fabio Monet, 
Counsel, Special Committee on Prices, 
~ Room 400, Elgin Building, — 
Ottawa, Ontario. 
Dear Mr. Monet: 
Referring to your request Monday, April 12, that we furnish you a 
statement of our purchases of butter at Halifax, N.S., from Canada Packers 
_ Limited, for the months of February, March and April to date—we are 
accordingly listing our ‘purchases below: 
February—None. 
March 23—100 boxes White Lily Brand Butter Flats—5,400 lbs. at 66% 


~ cents per pound. ; 
; March 29—100 boxes White Lily Brand Butter Flats—5,400 Ibs. at 664 


cents per pound. 
April—None. 
Yours truly, 
SWIFT CANADIAN COMPANY LIMITED, . 
A. E. MILLARD, 
General Manager. 
15759—5 
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SWIFT CANADIAN COMPANY LIMITED | 
Toronto 9, Ontario, Canada 
April 14, 1948. 

Mr. Fabio Monet, 
Counsel, Special Committee on Prices, 

Room 400, Elgin Building, 

Ottawa, Ontario. 

Dear Mr. Monet: 


On Monday, April 12, we were requested to forward you our shipments of 
butter to B.W.I. points and Newfoundland for 1947 and the first three months 
of 1948. 


Attached is a statement containing this information. 


We regret that figures on actual shipments of butter to Newfoundland for 
the year 1947 are not available without going to considerable work redistributing 
thousands of sales tickets, but we have estimated the quantity to be between - 
fifteen and twenty thousand pounds. 


Yours truly, 
SWIFT CANADIAN COMPANY LIMITED, 


A. E. MILLARD, 
General Manager. 


Swirt CANADIAN CoMPANY LIMITED 


Shipments of Butter to: 


1947 BIW.1. Newfoundland 

ANNUAL Hare a chitin aioiets emia ace at ean, 5,500 Ibs. 

Mebrula tye welts sealan sa oteeentsee cate aes 1 a 100. 

EVR ATC Mame eds aera sear cise Me oat aye) ata Aen 11,692 “ 

VANITIES hs becine EAeraE La ce ten: Sette BWA te oat ane/ ees 2,280 “ 

aN erage enunta ots cot) a nants oicxs Ota 6,006 “ 

ILIA EM AE No taRh oticts Maree nWerajont ome ooelas eee 4,603 “ 

VAM Semicte ek Doe ada cela ie Tae oe whens 5,600 “ 

AMO DRIS bh ES Se rons dnote s aya diy we serece ithe 3,382 °° 

epbemiber liaeatosh ed saws e te oka 18,900 “ 

OCLOBOr piven HR Hs CORE ace 1 Leo ee he 602 “ 

ENOMOTA OOD aime are een ema tears a) Metael ete aE Aa 5,862 “ 

Decemiberivlrics upioutawni din eee eis ak — 

TBE parte chelate > ately oie 76,527 “< Est. 15,000 to 20,000 lbs. 

1948 

CRATE Sasori accel ncaay dia Aaees, tet ae Mealy — 8,000 lbs. 

He bnuaTry sa has timate me ae eto es IVAlier s: 5,000 “ 

INT yre Ta ua Nese iees eva tekedels SYeteapeok ance eh tees Dd oe 


Lisi 13,000 “ 
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AFFIDAVIT 


CANADA 

Province of Quebec, 
_ District of St-Francis. 
I the undersigned, C. Guy Bishop, of the City of Sherbrooke, merchant, 
being duly sworn upon the Holy Evangelists, declare: 

That on or about the 14th day of April instant, I was duly notified to 
attend a meeting of the Committee duly appointed to enquire into the prices 
of commodities then sitting at the City of Otawa; 


That on the 14th and subsequent days, I was confined at my house, on 
~ account of illness and under the care of Dr. W. E. Hume, of Sherbrooke, Que. 


as 
he —- 


lt ae 
ad 


In testimony whereof, these presents were signed at the City of Sher- 
brooke, this nineteenth day of April, 1948. 


——a 


C. GUY BISHOP. 


Sworn before me at the City 
of Sherbrooke, this 
19th day of April, 1948. 
CHENIER PICARD, N.-P., 
y Notary Public. 


Sa ee 


EASTERN TOWNSHIPS PrRopuUCcE LTD. 


; PRODUITS DES CANTONS DE L’EST LTEE 
j Farm Produce Produits de la ferme 
. SHERBROOKE, Que., 21 King West, 

April 23rd, 1948. 


_ Mr. Fasio Monet, 

~ Counsel, Committee on Prices, 

_ Room 400, Elgin Building, 

Ottawa, Ont. 

. Drar Sir: In reply to your letter received yesterday, the price I realized 
for my butter was 604c. 


Yours very truly, 
C. GUY BISHOP. 


, 

4 

7 SHERBROOKE, Que., 21 King West, 

4 April 14th, 1948. 

Mr. R. Arsenault, 

_ Special Committee on Prices, 

Committee Room 277, 

- House of Commons, 

: Ottawa. 

q Dear Sir: Replying to your Summons to appear in Ottawa on April 138th, 
I have been sick for over a week, and accordingly I asked my physician to wire 
you that I would be unable to appear on this account. 

' In reference to the butter situation in Sherbrooke, the Eastern Townships 

Produce Ltd. have not handled any butter for over a year. I did personally 

purchase in September from A. A. Ayer Company 498 boxes of butter at a 


4 
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price of 59jc. as a speculation, pure and simple. Shortly after I made this 
purchase, prices dropped to 57$c. in Montreal. I was not pleased with my 
purchase and made up my ee that as soon as the market got high enough to 
get back my purchase price and carrying charges I would sell, and this I did 
in November. 


From what I know there en been no irregularities in the marketing of 
butter in the City of Sherbrooke during the past winter. 


My opinion is that the shortage of butter was caused by the removal of 
grain ceilings last Fall which permitted prices to rise to a point where the 


, 


] 


dairymen would not buy, preferring to let their cows dry up and stop producing — 


butter until such time as they could get grass and feed at more reasonable prices. 


We sell substantial quantities of powdered milk from various producers — 


in the Province of Quebec for feed purposes. We found in the month of 
December that feed mixers were not using this powder due to lack of demand 
from the farmer consumers, and in consequence the producers were quite ready 
to dispose of their holdings for export. In talking with some of the large feed 
mixers I was informed that their sales of feed had dropped off from 25% to 
50%. 

This is the information I would have given you had I gone to Ottawa to 
_aid in the solution of the high cost of butter today. 


Yours very truly, 
C. GUY BISHOP. 


DOMINION FRUIT LIMITED 
WHOLESALE FRuITts & VEGETABLES 


Executive Office 
289 King St., Winnipeg, Manitoba 
: June 38, 1948. 
Fasio Monet, Esq., 
Counsel to the Special Committee on Prices, 
Room 400, Elgin Building, 
Ottawa, Ontario. : 
Dear Sir:—Responding to yours of May 27th:— 
Ref. Page 2980 30 Copies Western Grocers Limited 
Statement for 1947, furnished herewith. 
e «2985 Memorandum attached. 


Be “ 2992 “cc 
(a3 a3 9999. (7 cl 


Yours very truly, 
A. MeCALLUM, 
Vice-President, 
Dominion Fruit Limited. 


A.McC/EC 


Lae eee ee 
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REFERENCE PAGE 2992 


a Memorandum of sizes of oranges received by Rogers Fruit, Winnipeg, 
_ branch of Dominion Fruit Limited, between November 27 and December 18, 
» 1947. 


- ~ S$Sizes of Oranges No. of Cases 

Pee NP ete med ae eee hlas eis aya bn wa Tete, pe aes 5 
Urea Twa at ids On aie gael cite op fancn eee &, 282 IZ 
1 RS aa acto 2B OR RE Up Ia 58 
OES (eo OS 0 BS et Pe ca Nr a en a 151 
see ga ee cl ar ror ear ee ae 207 
SINUS Se a es, dn Nae aa 263 
EVs sree ek Ga one so fae lot ase aie Wee eon as 564 
OSE Soe Se RR a Pt a a ee a ea a 545 
ee er Re eed, a Nd eT oe, wits ots ol ae 447 
PAG eS MEN, fuel aseie. naa: wap ds RAH 178 
2,430 
Total number of eases of all sizes...........- 2,430 
Number of cases of 288’s included therein.... 447 

Ratio of 288’s to the whole.............+---- 18-4% 


REFERENCE PAGE 2985 


The toal of sales to Shop Easy Stores Limited by Dominion Fruit Limited 
was as follows: 

For the whole year 1946...........--- eee eee $115,468 .28 

For the whole year 1947......... 0... eee ees 98,591.06 


REFERENCE PAGE 2999 
Pension Plan—Dominion Fruit Limited—established July 1, 1947 


Number of employees eligible Ist July, 1947.......... 256 
Number of employees making application to join...... 239 
Percentage of applications to those eligible........./ Approx. 93% 


Pension plan premiums included in the company’s expense of 1947. 
Past Service: First annual instalment—all such 


premiums to be borne by the company...... $24,137.43 
Future service: Company’s contribution for six 
months ending December 31, 1947.......-.-. 11,799.77 


$35,937 . 20 


Nore A:—Had the plan been in operation the full twelve months of 1947, 
the company’s contribution to Future Service premiums and total premiums 
would have been approximately $12,000 higher. 


--s'Norm B:—The number of additional employees who will become eligible 
to be added July 1, 1948, is 48. 


Nore C:—On the establishment of the plan, it was optional with all 
employeees then on the payroll, whether they would become covered or not. 
However, each employee who enters the service of the company after July 1, 

1947, is required to participate when eligible. 
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CRELINSTEN FRUIT COMPANY 
Montreal Fruit and Produce Terminal 


Montreau, Canada, June 16, 1948. 


Mr. Fabio Monet, Counsel, 
Special Committee on Prices, 
House of Commons, 

Ottawa Ontario. 


Dear Mr. Monet: With reference to your letter dated June 8th and as 
per your request, we are herewith enclosing breakdown of oranges handled in 
individual sizes, showing cost and selling prices for the period of November 20th 
to November 27th 1947. 


This represents a total of 7 cars handled during period in question. You 
will also note that we are indicating average profit or loss of each individual 
car, the sum of which is a profit of $2,786.58 or an average of $398.08 per car. 


Realization on 7 cars of oranges was $21,330.60 or a profit of 13-06 per cent 
on sales. 


Comparing cost and selling prices, you will note that some sizes indicate 
a profit in excess of 13% whilst other sizes show less, or loss, which bears out 
testimony of Mr. Arthur Crelinsten that, notwithstanding high profits on some 
sizes, profit was less than 17%. 


Yours very truly, 
CRELINSTEN FRUIT COMPANY, 


M. Sreicrr, 
Traffic Manager. 


URTX 9585 Oranges— 


544 Boxes Oranges 344 Size 
Cost Selling Price 
Average Loss—$165.54 $4.59 $4.32 


ART 17910 Oranges— 


25 Boxes Oranges 176 Size 
25 Boxes Oranges 200 Size 
170 Boxes Oranges 220 Size 
170 Boxes Oranges 252 Size 
171 Boxes Oranges 288 Size 


— 


561 
Average Profit: $586.81. 


Cost Selling Price 
ROG PENA teu eerds ual alate RUDE UC IEE he cph ou Le PARE Cane $6.81 $7.75 
AOS Wer AS etsy e)ie" babide eats lc ee ae eI aie de OLS. 6.05 7.54 
DANS Rae fe Me eee ste Ua cyte eh wae a Ne ae 5.54 6.59 
TARAS, Sk ISS poate 2 a 9 oR PEG ci pW SE 6 5.04 6.31 
re ke We ait At eee ee aren PC et wera Mabel 14. 4.53 4.98 


PFE 71944 Oranges— 


411 Boxes Oranges 344 Size 
150 Boxes Oranges 392 Size 


561 
Average Profit: $344.80. 


Cost Selling Price | 
; 5.23 
SOQ ele ersteriilc GM cesta bison Ric Ore Ee ee 4.27 3.94 


¥ 
A, a eer a 


‘ + 
CT an oe Pe 


“ ee ar aes 
nee es 3 
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PFE 50215 Oranges— F 
pans Cost Selling Price 
DOE DORCS fer OM ate ae ete die SSRIA Me ons here os anieaks 6.80 7.19 
Pie 8705: ¢5 7; LUT, Ae pie RO nee Rar ee) 6.04 7.68 
LOS Boxes: 220s Ueki n gees det. tech eS 5.53 7.30 
EO miOxen sr DO OSEr A, Urine MAA calcite t dets a: soc 5.03 6.34 
DOCH SASS Te tee ao hur ce othe. 5 4.52 3.98 
561 
Average Profit, $464.32. 
WFE 62157 Oranges— 
Cost Selling Price 
DOO REG BOR ease neers ae csccete attwal sce Pico ols ie 4.44 5.23 
MELE ROMME OUST e tieatiotifers rele aun fee fclor tice ovat 4.44 4.97 
WTOP OxeseL OLEH act See aoe ee eee. 4.44 4.42 
SUABO XH as DOL . Seacea os wire ae ee kien 4.19 4.08 
505 
Average Loss: $89.29. 
_ PFE 71909 Oranges— 
Cost Selling Price 
Sve by ROS MBL SUNN Serene toate at's (at dccis's a)s.¢ eon erent 6 6.14 Tape 
ATEMSO NCH OS ea eee on ck Lite eee ae 6.14 743 
LAS REO RES et pe eina ort, vo sccctercte sttve. ole heels ate * 5.64 7.00 
LSE ORCA MED LUN Sctied aaa actus cate tusis.o hele re «6 5.38 6.55 
EEO RABE BOOS sen io esos os hotels cere easutrarstotele, « 4.88 5.85 
DUD ORC OMS OO Aer ePaLireesteirs ia wah anerer chats 4.37 5.50 
DDS OS CAGE LAN: Verede Acteaik ade she a avouse eiviales 4 ooRe « 4.12 5.45 
le 1BYbore 7 eA a Ped yy See ee eee 4.88 5.0 
DADO KEGa AL OS aera rahe ast cogs oie aamands ovSheles 5.38 6.20 
1 Box UTA CS Set age Rata en eg ie ie 5.38 6.50 
1 Box DO OSSD Seta Siete ks ovo ate § HA loys RS os 6.00 
561 
Average Profit: $377.04. 
PFE 85181 Oranges— 
Cost Selling Price 
Silt dl Bo atpncces<t ee 77 0)" aie Sas ORe, a ROR Paarl Ce EES ta COLL 5.28 Tee 
ZGilee ERO ROM Oa OSES te atretbicter srace s.crain ev. grees oa wide 4.78 7.28 
TOD RISO Re See TOCA rev rie,.s etre, 0 auatoyerste ere shovereistane 4.27 7.00 
COBO Res pe SAF Nh irate ne tac) coun Teevonsuslavenchs 4.02 6.42 
VASES x Chic DOOM Mir. ho dictate spac ceyhe sctere sfeasliey« 4.02 5.75 
ADS BOXOS) 2D LS aoe sae & isco a ech sist afew 3.92 5.40 
DAES OX Glee) BOR Mathie, he create oan ctasebole DIES fen es) » Salk 4.59 
ES Bomesns GAAS cy tteletie sinc seer aeaea, S Biers. a Sotonete ne Sac ites 4.50 
561 
Average Profit: $1,268.40. 
Total-average. Profit.on 7 .cars, of Oranges... cs pes ean ens cure ee $2,786 .54 
ANE O RID OTS MOM yo chaiereeO tetas de sie teecore OAs Othe Tien arierea ee, Tele neers see $ 398.08 


Or 13-06% on Sales. 
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CANADIAN CELANESE LIMITED 


MANUFACTURERS OF “CELANESE”’ BRAND PRODUCTS 
1401 McGill College Avenue, Montreal 


June 21, 1948. 
Mr. Fasio Monet, K.C., 
Counsel to the Special Committee on Prices, 
House of Commons, 
OTTAWA. 
Dear Sir: 

In answer to the question put by Mr. Beaudoin and also by Mr. McGregor 
regarding employment at Drummondville and Sorel, we beg to inform you that 
in the most recent period for which we have figures, namely, week ending 
May 29, 1948, we employed a total of 4160 employees at Drummondville, P.Q. 
These were made up of 562 salaried employees, including office workers, foremen, 
superintendents, chemists and engineers, and 3,598 weekly paid wage earners. 
These wage earners earned $133,022.87 in the week May 23 to May 29, 1948. 

Since the opening of the plant in the Spring of 1927 the Company has given 
full-time employment to its employees, the number of whom has increased 
through the years. We give below the average number of employees on our _ 
payroll at Drummondville in each year from 1927 to date: 


HO oe 198 1938 ee 2,584 
ee 674 1939 Fe 2.421 
RG 758 1940 2.624 
iE ee ae 1,378 1041 Se ae 3,021 
Ue eg ee om 1,560 1049 oe ee 3,064 
Gp ate 1,576 (ode nee 3,027 
Mos rice 3 oes 1,802 OAS ae 3,037 
Ose 2,294 1945 eee 3,130 
1085 Sree, 2,478 1946) #253 4 3,526 
De eee eae 2,845 1 Teac 4,011 
#OB7 CPS ce 2,906 


The plant at Sorel, P.Q., started operations in December 1947. For the 
week ending May 29, 1948, we employed a total of 434 employees at Sorel, 
made up of 60 salaried employees and 374 weekly paid wage earners. These 
wage earners earned $11,887.29 in the week May 23 to May 29, 1948. These 
wage earners naturally included a higher than normal proportion of learners ~ 
due to the plant being recently started up and also a higher than normal pro- 
portion of maintenance workers due to machinery being in the process of 
erection. ; 

We anticipate that provided our new venture which is making new products: 
is successful, we will be employing about 600 employees by the end of this year 
and then should be able to extend our plant and, consequently, our employment 
in the same way that we have been able to extend our plant and increase 
employment at Drummondville. 

Yours very truly, 


CANADIAN CELANESE LIMITED, 
A. G. ALLAN, 
Treasurer. 


ere ee ee ae 
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MINUTES OF PROCEEDINGS AND EVIDENCE | 
| No. 77 


THURSDAY, JUNE 24, 1948 


oe . WITNESS: 


Mr. Sam Baron, Canadian Director and Vice-President of the Textile 
Workers’ Union of America (C.C.L.), Montreal, Que. 


/\™ 
= 
3 


ap. 


OTTAWA ; 7 

EDMOND CLOUTIER, C.M B.A. }\L.P } 14 
PRINTER TO THE KING’S MOST “CELLENT rh ee) 

CONTROLLER OF STA a 7 

1948 ‘Ke ig i 
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MINUTES OF PROCEEDINGS 
TuHuRSDAY, June 24, 1948. 


‘The Special Committee on Prices met in camera at 9.30 a.m., the Chairman, 
Hon. Mr. Martin, presiding. 


q 
Members present: Messrs. Beaudoin, Fleming, Irvine, Kuhl, Lesage, 
McGregor, Martin, Maybank, Mayhew, McCubbin, Merritt, Pinard, Thatcher, 

j Winters. 
: The Committee proceeded to give consideration to a draft report, and at 
: 11.00 a.m., adjourned the consideration of the said draft report until later in 


the day. 


At 11.30 am the committee reconvened in public sitting, the Hon. 
Mr. Martin, presiding. 


Members present: Messrs. Beaudoin, Fleming, Irvine, Kuhl, Lesage, 
McGregor, Martin, Merritt, Pinard, Thatcher, Winters. 


Mr. Fabio Monet, K.C., Counsel to the committee, in attendance. 


Mr. Sam Baron, Canadian Director and Vice-President of the Textile 
Workers’ Union of America (C.C.L.), Montreal, was called, sworn and examined. 


_ At 12.30 witness: discharged and the committee adjourned to meet again 
—m camera at 2.45 p.m. this day. 


a 
» 
2 

ad 


AFTERNOON SITTING 


The committee reconvened in camera at 2.45 p.m., the Vice-Chairman, 
_ Mr. Maybank, presiding. 


; Members present: Messrs. Beaudry, Beaudoin, Fleming, Irvine, Kuhl, 
Lesage, McGregor, Martin, Maybank, McCubbin, Merritt, Pinard, Winters. 


The committee gave further consideration to a draft report. 


- At 6.00 p.m. the committee adjourned until 9.30 p.m. this day. 


g | EVENING SITTING 


The committee met again in camera at 9.30 p.m., the Chairman, Hon. 
_ Mr. Martin, presiding. % 


Members present: Messrs. Beaudry, Beaudoin, Fleming, Irvine, Kuhl, 
Lesage, McGregor, Martin, Maybank, McCubbin, Merritt, Pinard, Winters. 


The Chairman brought to the attention of the committee a communication 
dated June 22, 1948, from the National Council of the Baking Industry. 
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On motion of Mr. Fleming, it was ordered that this communication, 
together with a communication from “La Ligue Patronale des Boulangers Indé- 
pendants”, Montreal, under date of June 14, and further information submitted — 
at the committee's request by Dominion Stores Ltd., General Bakeries Ltd., 
Consolidated Bakeries of Canada Ltd., Atlantic & Pacific Tea Co. and 
A. G. S. Griffin, W.P.T.B., be printed in appendix to this day's Minutes of 
Proceedings and "Evidence. 


The committee resumed and concluded its consideration of the draft report 
submitted earlier in the day. 


An addendum to the said draft report, entitled “Conclusions” was read, 
considered and adopted, on division. 


On motion of Mr. Maybank, the draft report as amended, was adopted, on 
division. 


The Chairman made a brief statement, thanking all the members of the 
committee for their co-operation. He also expressed the committee’s appre- 
ciation of the services rendered by the Clerk and Reporters, Counsel, Account- 
ants, personnel of be Committee’s Secretariat, Government officials, and the 
Press. 


The committee adjourned sine die, it being then 1.45 a.m., Friday, June 25. 


R. ARSENAULT, 
Clerk of the Committee. 


MINUTES OF EVIDENCE 


; House or ComMons, 
’ June 24, 1948. 
J 


The Special Committee on Prices met this day at 11.30 a.m. The Chairman, 
7 Honourable Paul Martin, presided. 


The Cuarrman: All right, Mr. Monet. 


Mr. Monet: Mr. Chairman, before calling Mr. Baron as a witness I want to 

_ pring to the attention of the members of the committee that there are two correc- 

tions to be made with regard to the evidence of Mr. Palmer, who called me from 

Montreal yesterday. I have checked them. On page 3698 of volume 73 of the 

§ minutes of proceedings and evidence of Wednesday, June 16, 1948, the third line 

from the bottom of the page, it should read “increased over 80 per cent” instead of 

_ “Sncreased over 8 per cent.” Then on the next page of the same number— 

f Mr. Fueminc: What does that apply to? What was the reference? 

Mr. Monet: This is the answer of Mr. Palmer. 

} “A. Overhead has increased from 0-0857 to—” 

: Mr. Fiemine: It was overhead. 

Mr. Monet: On page 3699. of the same number, the tenth line from the 

- bottom of the page it should read “has decreased from 17-68 to 17-10.” 

; Those are the two corrections to be made. I will now call Mr. Baron. 

: Mr. Prnarp: Before we proceed to do that I think in view of the short time 

~ we have left to consider and prepare our report that this gentleman should file 

: his brief and that.we should go on with our work. 

} Mr. Lesace: We have too much to do to spend a lot of time hearing a 
witness this morning. After all, I am ready to go all night without sleep, but 
we must do something about our report. We met this morning for a couple of 
hours and we looked over about three or four pages. 

Mr. Irvine: I think it is too late to start talking like that. 
Mr. Lesace: Mr. Pinard has moved a motion, and I ask the chairman— 

t Mr. Irvine: Do not railroad it for a minute. We have had a very long 

siege here. Time and time again it has been stated by witnesses that high 

5 wages were one of the chief reasons for the increase in prices. We have never 

had a chance to have representatives of labour here. We have had one man. 
I think we are wasting time now and we should proceed with it right away and 

have it over with. I certainly would oppose merely handing in the brief. I 
think we ought to be able to question this man the same as the others and 

q have his point of view properly put before the committee. 

F Mr. Fremrnc: There is a point about putting in the brief. We do not 

know the contents of the brief, and I would not want to see the brief Just go 

— into our records without knowing the contents of it. My understanding was that 

we were not calling these witnesses generally but that they were being called 

to deal specifically with a couple of points that arose out of our inquiry into 
the price of primary cotton textiles. I thought that was the purpose for which 
they were called, and the purpose for which we would hear them, and that was 

‘all. We were not going on into the realm of opinion on a good many things 

‘upon which many people are disposed to express opinions. 
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The CuarrMan: Well— 


Mr. Prnarp: Mr. Fleming said that the witnesses to be heard on behalf of 
labour would be heard as far as textiles were concerned. We heard a good 
witness yesterday on the point. Today we are dealing with the preparation of 
our report to parliament, and I should think we have just enough time—_ 


Mr. Lesace: We do not have enough. 


Mr. Pinarp: —to do it. I think if the gentleman would file his brief it 
would be enough. 


Mr. Irvine: We have all the time there is. There is no need for us to hurry 
at all, not the slightest. We are here to do this job. We should be carrying on 
for the next month so far as that is concerned. There is no hurry at all, 
not the slightest. 


Mr. Lesace: Do you move— 
Mr. Prnarp: Yes, I would move. 


The CHaArRMAN: I think as chairman I have a duty to perform. Mr. 
Maybank, acting as chairman the other day, intimated this witness would be 
heard. It was said publicly, and I would think that we must adhere to that 
course. I strongly urge the committee to consider what its action would be and 
how it would be taken if we took that view. I would feel as chairman of the 
committee that we should not take that view. I understand that Mr. Lesage 
and Mr. Pinard are anxious to carry on with the report, that they have worked 
very hard, and their point of view is not without merit, but I must say 
what I believe to be my duty as chairman. 


Mr. Lesace: All right, there is a motion before the chair, and I should 
like to vote on it. 


Mr. Kunu: Before you put the motion would you mind indicating exactly 
what this witness intends to say? Is he to attempt to contradict some evidence 
that has already been given us or is he to make a statement of general policy 
with respect to labour and labour relations? Just what is it that we are 
to expect? 


Mr. Moner: If I may answer that, I might say that yesterday afternoon 
I asked Mr Baron to get in touch with me this morning at 10 o’clock for the 
purpose of interviewing the witness, as we did with all other witnesses, to be 
able to question him accordingly. I did not hear from Mr. Baron until about 
ten minutes ago when I reached this room where I was handed a copy of the 
brief which I now have before me. I do not know what is in the brief. I did 
not have time to read it. It was given to me a few minutes ago in this room. 
I do not know what the witness is going to say. | 


_ The Cuatrman: All right; then, I would think— 


Mr. THatcHer: Mr. Chairman, on a point of order, this committee requested 
Mr. Baron to prepare a brief. He has done so. Surely to goodness we owe him 
the courtesy of hearing his brief. 


Mr. Prnarp: That is not what I said. 


- The Cratrrman: Order. The vice-chairman made a statement last night 
on the question of procedure. I have expressed my view as chairman of the 
committee. T[ am in the hands of the committee. It is not a question of not 
wanting to hear this witness. I have indicated what I think our position is. 
Let us get on. 


Mr. Prnarp: As to the remarks made by Mr. Thatcher I am not opposed 
to hearing the witness at all. I just said he should file his brief and that. 
should be enough. 


st 
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_ Mr. TuHarcHer: How can we question him on the brief if he does not 

read it first? 

Mr. Lesacr: Did you move a motion? 

Mr. Prnarp: Yes. 

Ss Mr, Tuatcuer: On a point of order, surely you cannot do that. You have 

not done it with any other witness. We cannot question the witness intelligently 

if you do not have the brief read. You should rule that there should be no 

- vote in the committee. 

; The CuarrMan: I cannot rule that. I have expressed my opinion, but I 

cannot rule. The committee must decide that themselves. 

. Mr. Irvine: The committee already has decided to hear this man several 

_. days ago. 

The CHARMAN: I have said that. I do not see how I can rule. 

Mr. Tuatcuer: Apparently the Liberal party is trying to shut off labour 

if it will not hear a trade union. 

Mr. Lesace: That is unfair; that is false. 

The CHAIRMAN: Order. I clearly stated as chairman of the committee at the 

outset when Mr. Thatcher was not here—and Mr. Irvine will corroborate what 

I said as chairman—that we would receive the witness. I thought as chairman 

it was my duty to say we should hear him. No one can say we are trying 

to shut off labour. I would be the last one to support that. 

Mr. Tuatcuer: Mr. Lesage said that. 

7 The Cuatrman: Mr. Lesage did not. Neither Mr. Lesage nor Mr. Pinard— 

order, I must ask for order—indicated that. Let us get on with despatch. 

All right. 
Mr. Fieminc: There is just one point. The committee decided to hear 

_ the witness on the question of cotton textiles. There are some points there. 

The CuarMan: Let us proceed. 

Mr. Fiemine: Those points— 

The CHarrman: Let us deal with matters as we proceed. 


4 
Le! 
Sy 


Samuel Baron, Canadian Director and Vice-President of the 
Textile Workers Union of America (C.C.L.), called and sworn. 


By Mr. Monet: 

Q. Would you please give your full name?—A. Samuel Baron. 

Q. And your address?—A. 4855 Cote St. Lue. 
~ Q. Montreal?—A. Montreal. 

Q. Would you please give the members of the committee your present 
oceupation?—A. I am Canadian director and vice-president of the Textile 
Workers Union of America (C.C.L.). 

Q. I understand you have prepared a prief which is entitled “Testimony of 
Sam Baron, Canadian Director and Vice-President of the Textile Workers Union 
of America (C.C.L.), to be presented before the Special Committee on Prices”? 
—A. That is correct. 

Q. And this brief I am now showing you is the brief you have submitted 
to me?—A. That is correct. 

‘ Q. I understand you have mimeographed copies for each member of the 
~ eommittee?—A. That is correct. 
. Mr. Moner: Mr. Baron, before I ask you to read the brief I will also ask 
you a general question which I should like you to deal with either at the end of 


. @ 
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the reading of your brief or before or-at any time you wish if it has not already 
been answered in the brief you have submitted to the members of the committee. 
During the inquiry into the cotton industry—and I should like you to refer 
to the cotton industry only because this question I am now asking you deals with 
cotton only—it was brought to the attention of the members of the committee 
that production today in cotton was significantly less than during the war period, 
and the representatives of the leading companies before the committee said 
that reduction was due first to the difficulty in getting men and women to build 
up their second shift particularly, secondly absenteeism, and thirdly that 
absenteeism on Saturday morning ran as high as 39 per cent in the Montreal 
mills. I should like you to give your brief now. 

The Witness: Mr. Chairman and members of the Committee: The first 
thing I should like to deal with is the widespread impression that high wages 
are a major cause of high prices. 

Mr. Lxsace: Widespread impression where? 


The Wrrness: Throughout the testimony, I got the clear impression high 
prices were due, to a large extent, to the extensive raises given labour. 


Mr. Irvine: Yes, one of the textile men said the day before yesterday that 
wages had been increased 155 per cent. 


Mr. Lesacu: It was a factor; it was not anything else. 


The Wrrness: As far as the textile industry is concerned, that is com- 
pletely without foundation. 

In the first place, even after the increases of the last few years, wages in the 
textile industry generally are not high. In the latest D.BS. figures, April 1, 1948, 
average hourly earnings for textile products are the lowest for any group of 
manufacturing industries except leather products and tobacco, which are 
fractionally lower. Textiles are 70-6 cents, leather products 70-3, tobacco 69-9. 
For thread, yarn and cloth and hosiery and knit goods taken together (that is, 
textile products excluding garments and_ personal furnishings) the weighted 
average is 70 cents, which is lower than any other group except tobacco. 


By Mr. Winters: 

Q. From where was that figure of 70 cents taken?—A. From the D.B:S. 
report as of April 1, 1948. 

Q. Is this a consolidation of certain figures which appeared in that report? 
—A. This is a consolidation. 

Moreover, it must be remembered that these averages are pulled up by the 
figures for the organized plants. Courtaulds has an average of $1.053 an hour; 
Canadian Cottons 78-25 cents; Dominion Textiles 75-18 cents. Even Wabasso, 
which is only partly organized, has an average of 71-0. Of the 90,000 or so wage 
earners in the textile industry apart from the clothing trades, only about 35,000 
at the very outside are organized in any kind of union. It is safe to say, there- 
fore, that in the unorganized sections the rates are well below the average. 
But there is no evidence that the unorganized companies are selling their goods 
any cheaper. 

Second, even though the wage increases have been considerable, they have 
not been reflected in corresponding increases in labour cost, but the increases in 
price have generally been more than proportional. Between September 1, 1947, 
and April 1, 1948, average hourly earnings in cottons rose from 60-8 cents to 
72°3 cents, an increase of 11-5 cents, or 18-9 per cent. 


By Mr. Fleming: 
Q. Just there, are those figures taken from our proceedings or a D.BS. 
report?—A. Those figures are taken from the proceedings of the committee— 
oh, no, those are from a D.BSS. report. 
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Os 5 % 

_ . Between September 15, 1947, and April 1, 1948, the labour cost and the 
selling price per unit for various cotton products shown in Schedule B7 rose by 
4 _ the amounts and percentages shown in Table 1: 


TABLE 1 


Increases in Labour Cost and Selling Price per Unit. 
Selected Cotton Goods, September 15, 1947-April 1, 1948 


Goods Labour Cost, Selling Price 
Increase Increase Increase Inerease 

5 % $ Jo 
Unbleached bed sheeting ........ .0099 10.1 SLU3875 22.8 
Dyed AUBIN L Seder yom eck inh she Ris Reman Be 0024 2.8. . 0500 11.2 
META TAE Chee STNG GAs, ame tviesie whe. outs \munslane over .0025 3.9 .0425 19.5 
White fanmelétie ....0.0.6....0... 0015 Sal .0450 24.3 
EIT ekaeee Peraser see ctacusntces chains deleg . 0046 4.7 .0700 22.8 
Work shirting . 0... see wee sees. .0053 6.5 0525 19.6 
SIRAVGN a BEG: PSY See pe na SS PR nee 0050 4.8 . 0750 APNE 
Clo ormig OMA INGGby. eves tise siscs eho, hele ons 0553 4.8 . 2000 7.0 

White broadcloth, sanforized 

SLED EL Bliicedies st te hehe. + eae iehec,. ons) 2 latene ia .0186 16.9 . 09625 ope 
VEG me POCKOLIMO ..c fierce ties thee ee» 0138 16.7 . 0650 23.9 
Dyed plain -Vicuna NoO-13) 1.3.66 7. « 0145 16.5: . 0600 2202 
VOCE ALIIC gn bt. cease Mo ale lates» .0121 NEE .0450 24.3 
- Beresford printed percale ........ .00178 Seti . 05625 29.4 
Unbleached factory cotton ....... .00245. Gal .07125 43.5 
White ‘broadéloth ..5. 6.0.68 eee 00413 6.4 .0575 20.4 


From this table, three things are clear. (a) The percentage increase in 
labour cost per unit was in every case less, and in most cases far less, than the 
percentage increase in hourly earnings. (b) The percentage increase in selling 
price was in most cases appreciably above the percentage increase in hourly 
earnings. (c) The actual amount of the increase in selling price was in every 
case very much greater than the actual amount of the increase in labour cost. 

In the artificial silk and nylon group, the increase in average hourly earnings, 
September 1, 1947 to April 1, 1948, was 8-7 cents (from 64-4 to 73-1), or 
13-5 per cent. The increases in labour cost (for the companies which give figures) 
and selling price per unit, as shown in Schedule D7, are shown in Table 2: 


Table 2 


Inereases in Labour Cost and Selling Price per Unit, Selected 
Artificial Silk and Nylon Goods, September 15, 1947-April 1, 1948 


Goods Labour Cost Selling Price 
Increase Increase Increase Inerease 

' parvo $ % 

SUmdenleraviaOs © eysie ayes ee es «ot .02 S21 0 0 

ANT GENLET SV HRIIN - -[s isin. 2)snielel ov ose ots .06 12.0: 0 0 

TUCO SNIS IV ATS tates ise) ais oh oP\ers) sss . 06 12.0 0 0 
Lingerie taffeta ...........--. .0126 5.6 0245 4.3 
TEA PETC CME Shai. Boys om aioouels @)s> .0172 6.4 .0245 3.6 
PIG ATDOteee e teyet wl st iah one, saencl ests 6) ¥/e ones .0166 9.5 0246 4.8 

LPO eN Teas WaT sR. + 8's gues ols .0017 decrease  .9 decrease’ 0 0 
Dress crepe (Bruck) .........-- .0085 11.9 . 0900 10.5 

ADanceegerscuta 1 oy arse (ste eigeter tne oy sels .0361 34.0 0 0 
Banalimes, wedwiccs » snares ater .0112 13.4 . 3050 36.0 


The most notable conclusion which emerges from this table is that in several 
cases where there was an increase in labour cost per unit, the companies evidently 
felt able to absorb the increased cost. A second, hardly less notable, is that in 
every case where there was an increase in selling price, that increase, in cents, 
was much greater than the increase in labour cost. 

Both Table 1 and Table 2 illustrate clearly the fact that wage increases 
do not necessarily mean proportional increases in labour costs per unit. They 
‘also show that, though price increases are often blamed on wage increases, wage 
increases are often only a small factor. 
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My third point is that there appears to be evidence that in most cases the 
companies could have absorbed at least a large part of increased labour costs 
by cutting their operating profit or operating income. Table 3 compares the 
increase in labour cost with operating profit at April 1, 1948, and the increase 
in operating profit or income, both in cents.per unit. 


Table 3 


Increases in Labour Costs and Operating Profit or Income per Unit, Selected Cotton, 
Artificial Silk and Nylon Goods, September 15, 1947-April 1, 1948 


Increase in Operating Profit, Increase in Operating 
Goods Labour Costs April 1. 1948 Profit or Income 
(cents per unit) (cents per unit) (cents per unit) 
Unbleached bed sheeting...... .99 8.62 6.465 
HDI SG CIEE Mata terete escca ese eh ottlle ts dee 24 Loss Less, both dates 
MINUTE Ne POTCANEs.(clc sas oes s 225 05 F Loss, Sept. 
White flannelette.....0....... ahd Nay Loss, Sept. 
I DIGI SL i ealeryas tory este eyes eames AI om OES . 46 .96 Loss, Sept. 
NWO rm BTML Messrs, a atereteie stevede D8 Deja .84 
METGIGETI ME Ne begh Kec a sede oa voras xe chee 50) 4.03 2.62 
Cotton -iolaniketin i225 ities + wales 5.23) 24.15 .89 decrease 
White broadcloth, sanforized 
UTI tae) me raise btw, | Ryo s 1.86 Loss Loss, both dates 
Dyed pocketing 0.0. .24..0.04. 1.38 02 Loss, Sept. 
Dyed plain, Vicuna No. 13..... 1.45 Loss Loss, both dates 
Dyed sdiiner ne fo Gs ek eal 1.21 Loss Loss, both dates 
Beresford printed percale .... were ; 08 Loss, Sept. 
Unbleached factory cotton..... .245 2.168 Loss, Sept. 
White broadcloth............. 413 2.537 Loss, Sept. 
SU scenier: vars: <..... se an.eiess 2.0 155.0 30.0 
AO Pdenver yarns... or ee es 6.0 TO 16.0 
TH GemLed: yaks ws oa... wedelse as 6.0 88.0) 17.0 
Isimoe men tuaTebarn scum este eters 1.26 17.39 .86 
DRGes Ore perni rer. netic soos eeee2 20.0 .23 decrease 
HoTindity Oyen, reais eleetaN Gncokere eee oe 1.66 jail .24 decrease 
POO RGEDAO? WATT gave oe rekicle ceca .17 decrease 38.71 31 
Dress crepe (Bruck)......... . 85 21.64 3.86 
Dinca sSapinn! been Sie, aA ee del 3.61 47.89 5.57 decrease 
Benealime twee seks ae Pete 1eed2 30.95 10.89 


In most of these cases, operating income per unit at April 1, 1948, was 
far larger than the increase in labour cost, and in nine of the twenty-five cases 
the increase in operating income was larger than the increase in labour cost per 
unit. This is not in itself conclusive, since from operating income the companies 
must make provision for taxes, interest on borrowed money, and various other 
charges. But in the light of 1946 and 1947 net profits, and in the absence of 
1948 net profit figures, it suggests that the textile industry could have heeded 
Mr. Abbott’s exhortation of last year to industry generally to keep down prices 
and profits. However, in a “free enterprise’ economy, one can Lod expect 
any industry to pay much attention to such exhortations. 

Mr. Pinarp: On this point, I should like the witness to tell us what he 
_ means by that. 

Mr. Fremine: I have another point there; I am wondering what. place that 
has in a brief or a statement purporting to be factual. This is purely an 
expression of opinion. It may be the witness’ opinion. 

Mr. THatcHEer: We have been hearing opinions for weeks. 

Mr. Lesage: The opinion is uncalled for. 

The Cuairman: Let Mr. Fleming finish his point of order. 

Mr. Fremine: We are seeking for evidence as to fact. This certainly 
cannot be regarded as evidence of fact. It is a statement of opinion. I think 
we cannot receive a statement of opinion of that nature. I believe you could 
get a good many opinions. I believe you could get a good many contrary opinions, 
but that is not what we are here for. We called the witness in respect to facts, 
and I believe that Mr. Baron could assist us with his brief if it is confined to fact. 
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Mr. TuHatcuer: Mr. Chairman, we have heard opinions ever since we have 
been sitting here. We have had opinions from Graham Towers and from the 
_ managers of factories. Let us get on with the brief and ask questions afterwards. 

Mr. Irvine: I should like to ask if anyone here is prepared to say it is 
an opinion that it is “free enterprise” under which we are operating. 
Mr. Kuuu: Everything hangs on the definition of your terms. 
Mr. Lesace: I think we should talk about something else. 
Mr. Irvine: I think it would be better if we did. 
Mr. ‘Prnarp: If the witness cannot qualify his statement just let him go on. 
Mr. Lesace: We have a lot to do, Mr. Chairman. 
The Wirness: I could get through with this brief in three minutes, if I am 

permitted to do so. 
The essence of free enterprise— 
Mr. Lesace: “The essence of free enterprise”’—that is an opinion. Come 

back to the facts. Go to page 6. 
¥ Mr. Tuatcuer: No, that is unfair. 
The Cuatrman: May I try to pour cold water on this? Just a moment; 
I suggest, Mr. Baron, you go on with page 6. 
| Mr. THatcuer: A man has never been prevented from giving his brief 
like this. Surely it is not in order and it is just railroading. 
The CuamrMAN: I must take strong exception to that observation, Mr. 
} Thatcher, because if there is one chairman who has not railroaded anybody it 


is this chairman. Everyone is tense, we are all tired, and I ask that we carry 
on without any observation that may offend one’s sensibilities, even those of 
a poor little chairman like me. I know, Mr. Thatcher, you would not want to 
do that. 
¢ Mr. Lesage: All right, let us get on with page 6. 
The Wirness: I should like to place before the committee a few comparisons 
| between wages and profits in the textile industry and wages and profits in some 
other leading manufacturing industries. Table 4 shows average hourly earnings, 
April 1, 1948, and net profits as a percentage of shareholders’ investment, 1947, 
for selected industries. 


. Table 4 
] Wages and Profits in Textiles and Certain Other Industries, 1947-1948 
Average hourly earnings, Percentage of Net Profit 
Z Industry April 1, 1948 (cents) to Capital, 1947 
d Primary iron and steel ....... 103.2 6.20 (Steleo, Dosco, Algoma) 
j Electrical apparatus ......... 95.9 9.10 (Canadian General Electric, 
j Canadian Westinghouse ) 
i EVTesta te clin Prat sens ses o's Wiese sane 95:7 10.57 (Canada Packers, Burns) 


Thread, yarn, cloth, hosiery St : 
amd mIiGs PEOOGSS wicces s wslelets 70.0 9.11 (Cottons, artificial silk 
and nylon) 


It is evident that the textile industry is making a handsome return on its 
investment as compared with primary iron and steel, which pays 33 cents an 
_ hour more. 

Mr, Prinarp: Again, we have not investigated the steel industry and I do 
not know where those figures come from. 

The CuarrMan: You can ask the witness where they come from. I do not 
think it is an improper statement. If you desire to have authority for the 
statement you may question the witness later but I think the statement is 
_ perfectly proper in this brief. 
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Mr. Pinarp: In which case we will have to go into a whole series of 
questions on his testimony, questions not related to textiles. The understanding 
when these witnesses were called was that they were dealing with the cotton 
textile industry but now they are dealing with the steel industry. 


Mr. Irvine: Let us be reasonable. This man is presenting his case in the 
best way he knows and this is his method of showing what the textile industry 
is doing compared with other industries. He is comparing wages and profits. 

Mr. Prnarp: You will certainly admit that nobody was asked, in the case 
of any other industry, to compare themselves with industries not under 
investigation. 

Mr. Firemine: Are we not missing the point? We invited witnesses from 
three organizations to answer, we were told, certain points raised in the 


examination of individuals from the cotton textile companies. It may be. 


interesting for any parliamentary committee to go into questions of comparative 
wage rates but the essence of Mr. Baron’s brief is the extent to which increased 
wage rates in the cotton textile industry have entered into the increased cotton 
prices. I cannot see what relevance to that inquiry there is in a comparison of 
wage rates in the cotton industry to steel and other industries. 


Mr. Irvine: That is the very point the witness is trying to make. He is 
saying that while they are paying higher wages in the other industries the prices 
are not affected to the same extent. 


Mr. Fremine: It is a straight question of proof and he does not need to 
go into that. Surely the place to determine whether increased wages have 
appreciably entered into the cost of cotton products is in examination of the 
figures of the cotton industry. What happens outside the cotton industry 
does not bear on the particular question. We cannot, unfortunately or 
fortunately, go into wage rates in general. This committee is limited to its: 
terms of reference. 


Mr. THatcusr: We have only one page left. 
The CuHatrMan: May we get on? 
Mr. TuHatcuer: Just continue where you left off. 


The Wirness: It is making just about as much as electrical apparatus 
and meat packing, both of which pay almost 26 cents an hour more. 


Mr. Pinarp: That is entirely irrelevant. 


The Wrrness: Indeed, heavy electrical apparatus, to which sub-group 
Canadian General Electric and Canadian Westinghouse belong, paying 104-7 
cents an hour, or almost 35 cents more than textiles. It may be added that 
in the past year the textile industry has been installing a considerable amount 
of new machinery. This has already been added to its capital, but the full 
benefits have yet to be realized. Meanwhile, the effect is to reduce the 
apparent percentage of profit. 

It would be interesting to have for all the companies figures comparable 
with those submitted by one company, which showed that its net profits in 1946 
and 1947 were almost exactly the same as its total bill for factory wages and 
salaries. 


Mr. Pinarp: May I ask a question here? To what company are you 
referring? 

The Wirness: The two companies referred to are CIL and Bruck. The 
fact that another company’s breakdown of selling price per unit showed for 
every article listed operating income far larger than labour cost suggests that 
the point might repay investigation. 


ea 
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Mr. Pryarp: Which company was that? 
3 The Wirness: This is Bruck, the first one was CIL. ; 
i It was unfortunate that we have had no opportunity to examine the 


evidence submitted by representatives of the woollen industry, and that as far 
as we are aware some other sections of the industry, such as hosiery and knit 
_ goods have submitted no evidence. It is unfortunate also that, except 
for a few of the companies, no figures or average hourly earnings have been 
- submitted. I hope, however, that the comments I have made on the figures 
submitted by the accountants and on the evidence of the companies’ representa- 
tives will prove useful to the committee, and serve a constructive purpose. 
Mr. Lesage: Thank you very much, Mr. Baron. 
The Wrirness: Mr. Chairman might I answer the question put to me by 
counsel. The question pertained to the problem of absenteeism and the 
difficulty of securing manpower, especially for second shifts, and also to the 
_ lower production ‘level as compared to pre-war. I would like to say that 
_ absenteeism is not an ailment peculiar to the textile industry. 


Mr. Prnarp: Did you hear the testimony of Mr. Ledoux which was given 
_ yesterday? 
a The Witness: No, I did not. 
Mr. Prnarp: I was going to ask you if you would corroborate his evidence 
and that would have been shorter. 
_ The Wrrness: There are many many reasons for absenteeism. I would 
_ like to make two generalizations which would have some bearing on the matter. 
- one reason is the post-war let-down due to excessive hours of work during the 
war. Second, I would like to point out that when investigation was made it was 
found that absenteeism is greater in the lower-paid industries than in the 
_higher-paid industries. 

Third, the reason for absenteeism, possibly the most important reason, is 
labour relations within the plants concerned. May I point out to the committee 
that you had witnesses here from Courtaulds and Canadian Cottons who did not 
make the same complaint as was made by some of the other companies, and 
the fact of the matter is that absenteeism is not an important item in those 
plants which have harmonious labour relations, that satisfactory relations 
between labour and management have to a great extent reduced absenteeism. 
g On efficiency of production and incentives I would like also to point out that 
~ Canadian Cottons and Courtaulds again pointed out that they had no complaints 
_ tomake. These companies are under agreement with the Textile Workers Union. 
- Labour relations and morale is of a high order. And in regard to efficiency, 

I would like to say something as to the statement made before the committee 
that workers on incentive will work up to a certain point and then stop because 
they do not earn a sufficient amount of money. I would dispute that cate- 
 gorically. The fact of the matter is that production has increased in those plants 
of which I have personal knowledge on a basis of higher wages. In so far as 
the problem of the industry in securing manpower is concerned I would say 
that it is only due to the fact that it is a low-paid industry and nothing else. 
Now I think, Mr. Chairman, that I have answered the questions put to me 
by counsel. : 


4 
; (Mr. Winters assumed the chair) 


Mr. Tuatcuer: Mr. Chairman, the evidence on page 2, of the brief would 

indicate that price increases these companies have recently put into effect in 

- the textile industry have not been caused primarily by labour increases; is that 
- what you are suggesting, Mr. Baron? 


¥ 


~ 
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The Wrrness: Yes. I am basing that from my interpretation of the 
evidence of the various witnesses who have appeared before the committee 
emphasizing the increase in selling price being due to the fact that they had to 
pay a higher increase to labour. 

Mr. Lesacs: Is that true, Mr. Monet? You heard the evidence. 


- By Mr. Fleming: 

Q. Just a moment, Mr. Chairman; have you written your brief, Mr. Baron, 
on the assumption that the witnesses we heard from the companies treated the 
increased labour costs as being the principal factor in the rise in selling price? 
—A. One of the factors cited by the various companies, yes. 

Q. It was one of the factors; I asked you if you assumed that it was a 
principal factor?—A. Yes, from some of the evidence that I have gone. over 
that is what I assumed was a principal factor to justify their increases in prices, 
the increase in wages which they said they had to pay. 

Q. I just wanted to clear that point up; in reading the brief that was your 
conclusion, that they had treated increased labour cost as a principal factor for 
justifying the increase in their selling prices?—A. As an important factor. 


By Mr. Monet: ‘ 

Q. Right there, may I ask this; did you prepare this brief after hearing the 
evidence, or before?—A. After. 

Q. I understand from the reading of your brief this morning that this is 

more or less a review of the evidence given by the cotton industry here, you 
drawing your own conclusions?—A. By and large, that is correct. 
_ Q. There was one witness yesterday afternoon who when dealing with the 
increase in prices in Dominion Textiles mentioned the fact that in the increase of 
20 per cent the increase represented by labour was only 4 per cent of that 20 
per cent. Do you say that from your reading of the evidence you came to the 
conclusion that these witnesses here had said that a main factor of the increase 
was labour? Is that what you are saying now?—A. No. I gathered from the 
statements made by the private companies that their increase in prices was 
largely attributable to the fact that they had had to increase their wages by 
100 per cent, 200 per cent, even 300 per cent; and they gave all sorts of figures 
throughout the evidence showing the extent to which labour had affected prices 
and production. 


By Mr. Fleming: 
Q. May I ask you if before preparing your statement you read all the 
evidence which was presented here?—A. No. 
Q. What parts did you read?—A. Well, I did read the evidence. 
@. I mean all the evidence of the textile companies who appeared before 
us?—A. I think I saw most of it. I will not be sure that I saw all of it, but 


I did read Courtaulds and Canadian Cottons, Dominion Textiles, Bruck and 
fei Ra 


Mr. Pinarp: Did you read Mr. Knight’s report? 
The Witness: I studied it in order to get some of these figures. 


Mr. Moner: Would you agree with Mr. Knight’s report as to the figures 
as to labour; are you aware of them sufficiently to be able to answer that? 


The Wirness: No, I cannot answer that. 


By Mr. Thatcher: 


Q. Mr. Chairman, I suppose Mr. Baron is out organizing in the trade from 
time to time. He says on page 1, of his evidence that the average wage in 


* 
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x Courtaulds was $1.05, in Canadian Cottons it was 78-25, and so on; and then, 


he makes the statement, “that in the unorganized sections the rates are well 
below the average”. Can you tell me in the province of Quebec what would be 
the average wages paid in some of the smaller companies which you have not 
yet organized? 

Mr. Lusace: Pardon me, Mr, Chairman; what is the question? 

The ActiInc CHAIRMAN: Repeat your question, please, Mr. Thatcher. 

Mr. TuHarcuer: I think the witness heard it. 


The Actinc CHairMAN: Members of the committee have a right to hear 
it too. 


Mr. TuatcHer: What were the average wages you found in some of these 


- small factories in Quebec when you went to organize them? 


Mr. Lesace: That is out of order, Mr. Chairman. 

Mr. THatcuer: Why? 

Mr. Lesage: It is not relevant. 

Mr. THAtcHeErR: I asked the same question yesterday when the representa- 


tive of the Catholic Syndicate was here and he told us what he found, I do not 
know what the Liberal members are so touchy about. 


Mr. Lesace: You stick to Saskatchewan and leave Quebec alone. 

Mr. THatrcuer: Why should I leave Quebec alone, isn’t this one country? 

Mr. Lesace: The C.C.F. are not in the province of Quebec and we do not 
want them. 

Mr. Tuatcuer: But Mr. Duplessis is. 

Mr. Lesage: We don’t want any C.C.F. 

The Actinc CHAIRMAN: Order, gentlemen. I think Mr. Thatcher’s ques- 
tion is in order. 

Mr. TuHatrcuer: Thank you. 

The Witness: On the average I would say in the unorganized plants we 
have in Quebec that wages on the average would be at least 10 cents per hour 
less than in the organized plants, on the average. I have seen some plants that 
have averaged 45 cents an hour against an over-all average in the industry of 
70 cents an hour. 

Mr. THatcuer: I understand the minimum wage in Quebec is 24 cents 


an hour. I believe the witness yesterday said that. Did you find many 


employees in companies with which you came in contact in the province of 
Quebec who were getting anywhere near as low as that? 

The Witness: In any organized plant there is no wage lower than 50 
cents an hour. 

Mr. THATCHER: But how about the unorganized plants? 

The Witness: In the unorganized plants—take, for instance, the one at 
St. George de Beauce—at the time I was there there were about 100 girls and 
they were getting the provincial minimum of 24 cents an hour. 

Mr. Prnarp: Don’t you think you should go further and make a little 
further explanation of that plant? Is it not a fact that the employees there 
receive special treatment which would justify the payment of that wage when 
you consider other provisions which are made for them? Do you not think you 
should enlarge on that? 

The Witness: I do not think that 24 cents an hour represents all they get 
in value. 


Mr. Prnarp: That is what I am talking about. I am asking you whether 


- there is not a very substantial difference there. Have you any personal pepadirnens 
of that? Don’t you think you should enlarge on your statement and clarify it? 
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The Wirness: I would not care to qualify that statement because I believe 
the rates paid are not conditioned on any peculiar circumstances— 


By Mr. Lesage: 

Q. Have you been there?—A. Yes. 

Q. Have you organized there?—A. No, we have not. 

Q. Why not?—A. We failed to organize because— 

Q. Because Quebec does not want socialism—A. I am not going to answer 
that question. We are not, at the moment. 

The Actine CHairMAN: Just a moment, I do not know whether that question 
is relevant at all, it has nothing to do with the subject under discussion. 

Mr. Fiemine: We are a long way from prices at the moment. 

The Wirness: Might I at least say this? 

The ActinG CHARMAN: Just a minute, Mr. Baron; does the answer you seek 
to make refer to the question of wage rates now before us? 

The Wirness: Yes. There is an implication in the last remark I would like 
to correct. 

The Actinc CuarrMAn: I do not think the remark was relevant, or your 
answer; therefore, it is not in order. I would suggest that we direct our questions 
and answers to the subject properly before us. Are there any other questions? 


By Mr. Thatcher: 


Q. Do you find that wage rates in the textile industry in Quebec are compar- 
able to similar rates in Ontario or are they lower or higher?—A. It is a mixed 
situation— 


Mr. Lzsace: What has that to do with the question of prices? 


Mr. Tuarcuer: I asked the same question yesterday and no objection was 
taken. 


Mr. Lesace: I was not here. 

The Actinc CHarRMAN: Let him answer the question. 

Mr. Lesacz: I do not see the purpose of the question. 

The Acting CHarrMAN: It seems to me that the question is in order. 

Mr. Prnarp: Unless it is proven that conditions in both places are the same, 
and taking certain facts into consideration, we cannot rely upon the answer. 

The Acting CHArRMAN: We have had branches of the industry operating 
in Ontario and Quebec, and I think it is relevant to hear evidence of wage 
structures in Ontario and Quebec. 


Mr. Irvine: If these companies are selling at the same price and one is 
paying lower wages than the other then I think the question certainly is pertinent 
as to the cause of the rise in prices. 


The Actinc CHatrMAN: I think the question is in order. 
Mr. Lesace: All right. 
The Wirness: Generally speaking— 


Mr. Beauporn: May I add one comment? Is the witness competent to give 
the variations? 


The Acting CHarrMAN: You would have to judge that as a committee. 
Mr. Prnarp: There is also another point. I do not want to delay the 


proceedings, but unless the witness can tell us that the prices are the same — 


in these industries to which he refers— 


The Acting CHarRMAN: Mr. Pinard, it is up to the committee to bring that 
evidence out. 5 
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Mr. Prnarp: —he is not a competent witness. 


__- Mr. Bravupotn: Why not look for the best evidence? Why not ask counsel 
: to get a copy of the minimum wage law of Quebec and a copy of the minimum 
_ wage law of Ontario and file them as exhibits? 


‘The Actine Cuairman: The committee may have anything it wishes, and 
eo the committee is free to judge the evidence given by any witness. 


Mr. Irvine: You have ruled that the question is in order. I think we should 
_ have an answer. 


The Actinc CHAIRMAN: Answer the question. 


; _ The Wirness: Generally speaking rates in the textile industry in Quebec 
are lower than those in Ontario with the exception of those companies that have 
_ labour organizations within them. 


Mr. Lzsacz: That is all right. 
The Actinec CHainMAN: Any other questions? Thank you, Mr. Baron. 
The Wirness: Thank you, Mr. Chairman and gentlemen. 


The committee adjourned. 
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APPENDIX 


NATIONAL COUNCIL OF THE BAKING INDUSTRY 
140 Wellington Street, Ottawa, Ontario. 
Telephone 2-4761 


JUNE 22, 1948. 


Honourable Paut Martin, 
Chairman, : 
Special Committee on Prices, 
House of Commons, 

Ottawa. 


Dear Sir: 


Enclosed please find a copy of a report submitted by Colonel C. M. Ruttan, 
Director of the Ontario Bakers Association in respect to “certain direct costs” of 
bread by the Great Atlantic and Pacific Tea Company. Attached to this report 
is a summary of figures prepared by Price Waterhouse and Company, a well- 
known Toronto firm of Chartered Accountants. There is also attached extracts 
from a memorandum prepared by Mr. G. C. Morrison of Morrison-Lamothe , 
Limited, Ottawa, which I understand was given to Mr. Dyde at the time that 
bread prices were under investigation by your Committee. 

This information has been gathered together to substantiate the statement 
made by Mr. C. M. Ruttan during the inquiry on bread prices that the Great 
Atlantic and Pacific Tea Company was using bread as a loss leader. 

Figures pertaining to A. & P.’s production cost, etc., were taken from their 
evidence as recorded in the Minutes of Proceedings but information relative to 
costs beyond the bakeries to the various points of sale in Ontario and Quebec 
were gathered from sources believed to be reliable and accurate. 

We have no. way of verifying these figures from actual A. & P. records but 
inasmuch as we believe that your Committee is making a sincere attempt to 
gather all the facts with regard to these matters we presume you will be 
interested in having a copy of this report in order that your accountants will 
have before them a statement for verification. 

Please bear in mind that this survey does not as indicated include store 
overhead. 


Yours very truly, 


NATIONAL COUNCIL OF THE BAKING INDUSTRY 
R. P. Sparks. 


Copy of a Report Submitted to The National Council of the Baking Industry 
by Colonel C. M. Ruttan, Director, Ontario Bakers Association, for 
Submission to the Special Committee on Prices, House of 
Commons, Ottawa 


In a submission to the Special Committee on Prices, on March 8, 1948 
(page 857 of the minutes of the proceedings) I stated that the members of the 
Ontario Bakers’ Association were of the opinion that a wrapped 24 ounce loaf of 
bread could not be produced and sold to the consumer, by the Great A. & P. Co., 
at 10 cents without loss. 

In compliance with your Committee’s instructions, I now beg to submit two 
lists of places (that marked “A” of places in Ontario and that marked “B” of 
places in Quebec) at which bread was purchased from the Great A. & P. Co.’s 
stores, together with the sales slips covering the purchases, and the paper bags 
in which the loaves were sold. 


/ 
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A statement has been compiled of: 

(a) the stated costs of the Great A. & P. Co.’s 24 ounce loaf at their bakery 
platforms in Toronto and Montreal (as shown in Exhibit 33, page 676 
of m. of p.) 

plus, 
(b) estimates of the transportation rates (truck and express) based on 

rates to bread shippers generally, 

and 

(c) estimates of the value of the paper bags used by the Great A. &. P. Co. 
as quoted to other bakers. 


It is recognized that the transportation rates shown and the values of 
the paper bags may vary slightly from the amounts paid by the Great A. & P. 
Co. but it is respectfully suggested that the Special Committee on Prices might 
obtain the exact figures by simply asking the Great A. & P. Co. to furnish them; 
and at the same time ask the Great A. & P. Co. to state whether each store is 
supplied from their Toronto or Montreal bakery, or from both. For instance, 
the express rate on bread from Toronto to Peterboro is 40 cents per hundred, 
from Montreal to Peterboro it is $1.70 per hundred, and yet a local baker states 


_ that the Great A. & P. Co.’s bread for Peterboro is shipped from Montreal. As 


a further instance of uncertainty as to transport employed, Mr. Burdon stated 
in his evidence (page 677, m. of p.) that the Great A. & P. Co’s bread was 
shipped to all but a few northern points by truck. Mr. G. C. Morrison of 


-Morrison-Lamothe Ltd., Ottawa, advises (in the accompanying statement 


marked “C”’) that the Great A. & P. Co. ship their bread to Ottawa by express 
from Montreal, C.P.R. Train No. 1 and that the express rate is 60 cents per 
hundred or -9 cent per loaf; that he obtained a quotation on the paper bag in 
which the Great A. & P. Co.’s loaf was sold in Ottawa and that quotation was 
-45 cent per bag in very large quantities. Thus we have the platform price of 
the Great A. & P. Co.’s loaf 8-7 cents—transportation -9 cent—the bag -45 cent 
—making a total of 10-5 cents or -5 more than the selling price, with no 


allowance for the operation of the store. This is typical of a number of 


instances quoted in the attached statements (“A” and “B” above referred to). 
The Great A. & P. Co.’s witnesses (page 699 m. of p.) gave a 10 per cent margin 
between the cost of bread at their bakery and the selling price over their store 
counter, as the percentage on which they operate on bread as compared with 
other lines; but insofar as milk is concerned the percentages are not comparable, 
as milk bears no additional delivery charge, whereas bread must bear the cartage 
from their own bakery to their stores. 

Mr. Burdon (page 688 m. of p.) says in answer to a question “If it were 
my own business, I think I would rather have higher than 12 per cent. sir”. 
Q. “Then obviously as to the 10 per cent which prevailed on September Ist 
you would not consider that adequate?”—A. “I suppose that follows”. 

However, regardless of that opinion of their cost examiner, it was indicated 
in evidence (page 699 of proceedings) the gross margin of Great A. & P. Co’s 
bread was 10 per cent to 13 per cent which is the difference between the Great 
A. & P. Co.’s 10 cent selling price and the costs shown in Ex. 33 of 9c and 
8:-7c respectively per loaf at the bakery platform. 

On page 698 m. of p. the Great A. & P. Co’s gross profit was quoted as 
13-67 per cent and their expense rate as 11-7 per cent, which after allowance for 


_ taxes left less than 1 per cent net profit. 


It seems obvious that if at so many points, as shown in the list of places 
above mentioned, the items of transportation and bags alone result in a loss, 
then bread expense must be much more than the average expense of 11-7 per 


cent, particularly when all the store charges, rent, heat, light, power, water, 
taxes, wages, etc., are taken into consideration. 
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Since it has been definitely stated that there is a profit on the Great A. & 
P. Co.’s 10-cent loaf (page 698 m. of p.) then all the losses at country points 
would have to be absorbed by the sales of bread in Toronto and Montreal. 

In as much as bread is bulkier for its weight and of less value for its bulk 
than almost all other groceries, it takes up more room in trucks and on store 
shelves in proportion to value than the average grocery item, and therefore 
should bear a greater percentage of the expense of transporting it from the 
bakery to the stores, and the handling and the display space required in the 
stores. 

The Great A. & P. Co have declared their average expense as 11-7 per cent 
of the selling price and that this allows for a profit of less than 1 per cent and 
therefore, if our statement is logical and we believe it is, that bread is more 
expensive to handle than the average grocery line, it would seem obvious that 
the less than 1 per cent profit must be reduced if not wiped out by a line as bulky 
and inexpensive as bread when compared with other lines. Regardless of turn- 
over, if an item is sold at a loss, that loss cannot become a profit. 

Thus without loading the obvious losses of many of the outlying stores on 
Toronto and Montreal, it is apparent (using the Great A. & P Co’s own figures) 
that they cannot make their average profit on 10c bread, and that other grocery 
lines are therefore constantly bearing a portion of the legitimate charges against 
bread. 

It is realized that our statements can only generalize until a break down of 
the Great A. & P Co’s advertising, delivery, handling and packaging charges are 
as definitely determined as their cost of bread at their platform. 

It should be emphasized that the price of 8-7c per loaf at the platform has 
been used throughout the calculations as shown on statements “A” and “B” 
attached. The cost of the Great A. & P. Co’s loaf at December 1, 1947, was 9c 
per loaf, not 8-7c, which would mean that at that time they were losing approxi- 
mately one third of a cent more per loaf than at present—all other things being 
equal. Due to the increase in freight rates, we believe that flour has generally 
advanced. 

Certainly the Great A. & P. Co. was then (December 1947) selling bread at 
a marked loss according to their own figures as follows: Selling price per 24-oz. 
loaf 10c—Expense 11-7 per cent, which would mean (applying only their aver- 
age expense to bread) that their loaf would cost them 10c—11-7=—8-83c at their 
platform to enable them to break even. It then costs them 9c, incurring a mini- 
mum (average expense) loss of -17c per loaf, and this, we repeat, is arrived at 
by charging only average expense against bread, which as has been demonstrated 
is not sufficient, due to the bulk of bread, for its weight and value as compared 
with other groceries. 

These December 1947 figures (Ex. 33) cost of the 24-oz. loaf at platform 9c, 
with a selling price of 10c over the store counter demonstrate beyond all possi- 
bility of doubt that (whether wittingly or not, and we would prefer to think 
unwittingly since they admit they cannot tell from their own records) it has 
been the policy of the Great A. & P. Co. to use bread as a loss leader. 

The Rt. Hon. J. L. Isley, Minister of Justice, on June 11, 1947, at Quebec 
City, addressing the Association of Better Business Bureaus said (ref. page 3 
attached marked ‘‘D”’) quote—‘Consumers and business men must be protected 
against fraud, against misrepresentation of goods, against the use of deleterious 
substances and generally against abuses of dominant economic power—and again 
page 3, quote—‘‘Section 498A enacted as a result of the Price Spreads Com- 
mission bans certain kinds of unfair price discrimination and the use of economic 
strength to destroy competition by selling goods at unreasonably low prices”. 
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the economic power of the Great A. & P. Co. enables it to undersell the is ss 
r age baker, by absorbing a loss on bread and making a profit on other lines, zs 
ereas the baker cannot depend upon other lines to carry him through. . ; 
Free enterprise ceases to exist when dominant economic power holds sway 
he role of consumer benefactor. The totalitarian state also claims to bea 
nsumer benefactor, but it would seem unsafe to place unlimited power in* thes oy i 
hands of the few until such time as mankind will abide by the golden rule. if 


C. M. RUTTAN, 
Director, 
Ontario Bakers’ Association. 
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PROVINCE OF QUEBEC 


A. & P, Breap—24 Oz. Loar Bakep IN MonTREAL AND SHIPPED BY EXPRESS TO: 


a Soee? | Barise || GARE | toma, | Se | Gain 
Drummondville............ 8.70 0.88 0.4 9.92 10.00 | Gain 0.08 
DEY haan neh ca tezelsh cise Farah: 8.70 0.72 0.4 9.82 10.00 Gain 0.08 
Amy Te Wyertg gees ee: 8.70 0.58 0.4 9.62 10.00 Gain 0.38 
Hhennoxville sei skh wee 8.70 1.18 0.4 10.28 10.00 Loss 0.28 
MiB COs MURR rotates ir ca 8.70 1.10 0.4 10.20 10.00 | Loss 0.20 
Miontneali ita vcraterisicn 8.70 0.42 0.4 9.52 10.00 Gain 0.48 ~ 
ERICHIMONGs mse een ee eee Ls 8.70 1.18 ~ 0.4 10.28 10.00 | Loss 0.28 
RigckVslandl 4 ior Pei: 8.70 1.65 | 0.4 10.75 10.00 | Loss 0.75 
Shawinigan Falls........... 8.70 1.18 0.4 10.28 10.00 Loss 0.28 
Mberprooke Spon acces 8.70 0.91 0.4 10.01 10.00 Loss 0.01 
WhreeMiversu. aes. se: - 8.70 1.18 0.4 10.28 10.00 Loss 0.28 

“cn 


Extract from Memo prepared by G. C. Morrison 


There are three basic things, in my opinion, out of line in the Bakery 
business. 

1. Chain Store bread at ten cents for a twenty-four ounce loaf is 
selling too cheaply. (Demonstrate the A. & P. loaf) ; 

According to Mr. Burdon, Cost Accountant of A. & P., Page 676, 
Exhibit 33, the cost of A. & P. twenty-four ounce loaf F.O.B. Bakery 
Ee APEOleey an) NLOMURCALS tee) sagged a ac auch oes Ghemiee. pei ea ns ae ae 8-70 


Montreal is sixty cents per hundred pounds or -90 per 24-oz. loaf...... -90 


Ottawa, of 4.50 per thousand in very large quantities: 2% bei eee -45. 


Achual Oost: 00 Fe ie a mania ah, ec te ele Ae 11-05 
which shows conclusively that Colonel Ruttan was right when, on behalf 
of the Ontario Bakers’ Association, he declared that A. & P. were selling 
bread at a loss. 
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4 copes 
Extracts from an address by 
Rt. Hon. J. L. Ilsley 
on 


THE IMPORTANCE OF FAIR COMPETITION IN 
THE CANADIAN ECONOMY 


to the 


Thirty-third Anual Conference of 
The Association of Better Business Bureaus 


at 
Quebec City, June 11, 1947. 


“Although free competition is recognized as the motive power of our 


economy, our law makers have realized that certain rules of the road must exist 


to prevent abuse and to ensure that competition be not only free and effective, 
but also fair. Economie liberty in this regard, like social and political liberty, 
must be qualified to ensure that the freedom of one is not exercised at the 
expense of the freedom of others. Consumers and businessmen must thus be 
protected against fraud, against misrepresentation of goods, against the use of | 
deleterious substances, and generally against abuses of dominant economic power. 

Our Criminal Code, for example, prohibits fraudulent dealings, the obtain- 
ing of money or goods by false pretences, secret commissions and certain types 
or false advertising and branding. Section 498A, enacted as a result of the 
reports of the Price Spreads Commission, bans certain kinds of unfair price 
discrimination and the use of economic strength to destroy competition by selling 


- goods at unreasonably low prices. No one has the right to foist on the public 
harmful substances or to misrepresent the nature of goods necessary for health. 


To this end statutes such as our Food and Drugs Act and the Proprietary or 


Patent Medicine Act are actively enforced.” 


ONTARIO BAKERS’ ASSOCIATION 1947 
Executive Committee and Board of Directors 


Bernie Zurbrigg, President, Zurbrige’s Bakery Ltd., Ingersoll. 

Wm. Henderson Jr., 1.P. Pres., Wm. Henderson & Sons, Waterloo. 

T. M. Dutton, Ist Vice-Pres., Wonder Bakeries Ltd., Toronto. 
Walter McAdam, 2nd Vice-Pres., Jackson’s Bakeries Ltd., Hamilton. 
Robert H. Ackert, Secretary, 10 McNab Street South, Hamilton. 

W. Harry Carpenter, Treasurer, The John McHutchion Ltd., Brantford. 
Harry Barnes, Executive, Imperial System of Bak., St. Thomas. 
Claire Beattie, Executive, Beattie’s Northern Bread, North Bay. 
Cliff. W. Cotter, Executive, Brown’s Bread Ltd., Toronto. 

W. E. Heal, Executive, Wonder Bakeries Ltd., Toronto. 

G. Cecil Morrison, Executive, Morrison-Lamothe Ltd., Ottawa. 


Balance of Board of Directors 


M. D. Allen, Director, Can. Doughnut Co. Ltd., Toronto. 
Art. Bennett, Director, Art. Bennett’s Bakery, Port Arthur. 
Lionel Bonner, Director, Meaford City Bakery, Meaford. 
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Maurice Dawes, Director, Johnston Baking Co., Woodstock. 
Fred. Goodbrand, Director, Goodbrand Bakery Ltd., Sudbury. 
John Gilchrist, Director, Gilchrist Bakery Ltd., Windsor. 

Jos. Hassard, Director, Wright’s Sanitary Bky., St. (Catharines. 
Archie Henderson, Director, Trent Valley Baking Co., Peterboro. 
Frank Hill, Director, R. B. Hill Bakery, Hamilton. 

Victor Loftus, Director, Canada Bread Co. Ltd., Toronto. 

Egon Nielsen, Director, Nielsen’s Pastry Shop, London. 
Wesley Oswald, Director, Forest Home Bakery, Forest. 

A. Ed. Parker, Director, Parker’s Bread, Huntsville. 

Doug. Parnell, Director, Parnell Bread Ltd., London. 

G. J. Shaw, Director, Shaw Baking Co., Sault Ste. Marie. 

Fred White, Director, White’s Bakery, Brantford. 

Alex, Wilkie, Director, Wilkie’s Bakery, Owen Sound. 

Earle Zurbrigg, Director, Zurbrigg’s Bakery, Listowel. 

Harry Zurbrigg, Director, T.V.B. Bread Co., Stratford. 


President: 
Mr. Jos. Rosin 
8300 St. Michel Blvd. 
Industrial Adviser: 


LorRENZO LEBEL 
3552 Hutchison St. 


LA LIGUE PATRONALE DES BOULANGERS INDEPENDANTS 
(THE EMPLOYERS’ LEAGUE OF INDEPENDENT BAKERS) 


SECRETARIAT: 2 Querbes Ave., 
Apt. 1, 
CR. 5013- 
Montreat, June 14, 1948. 


Hon. Paul Martin, 
Minister of Welfare, 
House of Commons, 
Ottawa. 


Honourable Minister: 


___La Ligue Patronale des Boulangers Indépendants (The Employers’ League 
of Independent Bakers), represents several hundred bakers in the Province of 


Quebec and the Ottawa Valley, a list of the localities where such bakers operate — 


being attached herewith. 

The Independent Bakers wish to present a memorandum to the Special 
Committee on Prices, in order to correct the publicity of certain newspapers by 
showing that the prevailing prices of bread are warranted. 

We realize the work the Committee has in hand, but we deem it in the 
general interest to file officially as soon as possible a document with your 
committee of inquiry on prices. 


Yours very truly, 


(Sgd) LORENZO LEBEL, 
Industrial Adviser. 
LL/mmb. 
Copy/JL 


Se een 
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% Industria] Adviser: Lorenzo Lebel, 3552 Hutchison St. 
¥ “S’unir pour survivre” 


(Unite to survive) 


LA LIGUE PATRONALE DES BOULANGERS INDEPENDANTS 
(THE EMPLOYERS’ LEAGUE OF INDEPENDENT BAKERS) 


Secretariat: 2 Querbes Ave., Apt. 1, CR. 5013. 
Montreal, June 14, 1948. 


SPECIAL COMMITTEE ON PRICES, 
House of Commons, Ottawa. 


The Ligue Patronale des Boulangers Indépendants, which, according to its 
constitution, aims at promoting, protecting and acting in the general and 
particular interests of the independent bakers (Boulangers Indépendents) and 
represents especially members in the following principal localities, in the 
Province of Quebec and in the Ottawa Valley:—Alexandria, Albanel, Alma, 
Asbestos, Assomption, Amos, Arvida, Adamsville, Arthabaska, Acton Vale, 
Avonmore, Bourlamaque, Belcourt, Brompton Ville, Bagotville, Bedford, 
Berthierville, Brownsburg, Bourget, Barraute, Beauharnois, Shawinigan Bay, 
Bellerive, Contrecceur, Coteau du Lac, Chicoutimi, Champlain, Charlemagne, 
Coaticook, Calumet, Chambord, Danville, Dolbeau, Du Parquet, Drummond- 
ville, Dunham, Daveluyville, Eastman, Farnham, Crabtree Mills, Grand’Mere, 
Granby, Grande Baie, Huntingdon, Hawkesbury, Huberdeau, Howick, Wickham 
West, North Ham, Ile Verte, Iberville, Joliette, Jonquiére, Kénogami, Knowlton, 
Louiseville, L’Orignal, Lachine, Lavaltrie, Lake Megantic, L’Annonciation, Lac 
4 la Tortue, L’Ange Gardien, Longueuil, Lanoraie, Lefaivre, Lachute, Laprairie, 
La Sarre, La Minerve, Matabetchouan, Mont Laurier, Montreal, Mont St. 
Grégoire, Matane, Melocheville, Maskinongée, Montebello, Moose Creek, 
Mansonville, Magog, Macamic, Maxville, Notre Dame de Lourdes, Nicolet, 
Nominingue, Napierville, Noranda, Ormstown, Précieux Sang, Plessisville, 
Papineauville, Princeville, Pte aux Trembles, Quebec, Rigaud, Roxton Falls, 
Rock Island, Rockland, Rouyn, Roberval, Richmond, Rimouski, Rawdon, 
Shawinigan, Senneterre, Sorel, Sherbrooke, Stanstead, Thetford Mines, Thurso, 
‘Terrebonne, Ste. Agathe des Monts, St. Ludger, St. Barthélémy, St. Thomas 
de Joliette, St. Alexis des Monts, St. Gabriel de Brandon, St. Urbain, St. Prosper, 
St. Anicet, St. Nazaire d’Acton, St. Alexandre, St. Jean d’Iberville, St. Maurice, 
St. Faustin, St. Félicien, St. Simon, St. Isidore, St. Louis de Gonzague, St. 
Timothy, St. Sébastien, St. Zénon, St. Sauveur des Monts, St. Antoine Abbée, 
Ste. Thérése, St. Paulin, St. Benoit, St. Hughes, St. Vincent de Paul, St. Théodore 
‘de Chertsey, St. Joachim, St. Félix de Kingsley, St. Donat, Ste. Angele de Laval, 
Ste. Eulalie, St. Pie, St. Narcisse, St. James, St. Valére, St. Pascal, St. Césaire, 
St. Cour de Marie, Ste. Julienne, St. Joseph du Lac, St. Damase, St. Léon, 
St. Hyacinthe, St. Polycarpe, Ste. Rosalie, St. Liboire, Ste. Christine, Ste. Marie 
- Salomée, Ste. Martine, St. Guillaume, St. Esprit, St. Ignace de Loyola, 
Ste. Julie, St. Thécle Station, Ste. Scholastique, Ste. Barbe Ste. Etienne 
des Grés, Ste. Agnés de Dundee, St. Eugéne de Grantham, St. Cyrille, 
St. Lieuor?, St. Calixte, St. Célestin, Ste. Héléne de Bagot, St. Jéréme, 
St. Jean de Brébeerf. St. Lin, St. Félix de Valois, Ste. Monique, St. 
-Bustache, Ste. Elizabeth, St. Mare. Ste. Anne du Lac. St. Paul d’ Abbotsford, 
 §t. Tite, St. Boniface de Shawinigan, Ste. Anne des Plaines, St. Norbert, St. 
_ Eugéne, St. Michel, St. Stanislas, St. Jacques L’Achigan, Ste. Flore, Ste. Ursule, 
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Ville St. Laurent, Walley Hola. Vaudreuil, Ville St. Michel, Victoriaville, Val d’Or, 
Verchéres, Val Barrette, Verdun, Warwick, Waterloo, Windsor Mills, etc., 
wish to submit to your Committee the reasons which justify the present level 
of bread prices and, for that purpose, we must consider the following price 
fixing factors: 

(a) price increase of ingredients from 1939 to September 1947, 

(b) increases after September 1947, 


(c) delivery costs. 


be PRICE INCREASE OF INGREDIENTS FROM 
1939 TO SEPTEMBER, 1947 

1939 1947 
98-pound bag of flour ........ 1.90 “eat 
Measts per. pound 4 sau dake de sa 0.13 0.20 
Maltipers pound al sh. eae 0.074 0.09 
Powdered amiulk re 0.08 0.144 
Shortening per pound ........ 0.084 0.22 
Tara per  MOUNE ius Gin holes work 0.07 0.214 
Sali perehON "gig fav! saawicite wae. 15.00 15.00 
Sugarper pound se ee 0.05-2 0 .08-2 
Dusting flour per pound ....... 0.02-4 0.06-2 
OAR Del SLON at at ate ae te 8.00 15.75 
Huel:oit-per wallony . 6 sic. «das 0.08 0.15-2 
Waxed paper per pound ...... 0.16-4 0.17-3 


Unemployment insurance ..... 200 .00 
Labour, increase from 30 per cent to 40 per cent. 


2. Increases Since September 1947 


Since September 1947 the bakers were faced with an increase of 1.cent a 
pound for yeast, $4.25 a ton for salt; 14 cents a pound for paper; of 2 cents for 
cartons; of $1.75 a ton for coal; 14 cents a gallon for oil; of 1 cent a pound for 
powdered milk; of 14 cents a pound for malt; of $21.00 a ton for bran; an increase 
of 10 per cent in labour costs. 


3. Delivery Costs 1939 1947 1948 
Gasoline) a gallon oo .').040 03 0-24 0-34 0-38 
HAY Na On se ere aaa AY, 8-00 20-00 24-00 
PATENT 75 oh ieee, casein eek «(6 26:00 64-00 
SULA em eLOU NY sre cle caue zeta lng 8-00 18-00 25°00 


Purchase of trucks, delivery wagons, increase of about 50 per cent. Upkeep 
of trucks and delivery wagons, increase from 30 per cent to 40 per cent. Labour 
casts, increase from 30 per cent to 40 per cent. 

Other price increases refer to the purchase of horses, tires, harness, licences, 
insurance, bad debts, losses, etc. 

The prices of bread oe unchanged from September 1939 to 1947 in 
spite of ail these increases. The prices of cakes followed the pattern of bread 
prices. On September 14, 1947, the federal government discontinued the subsidy 


Br PRICES as 


mn wheat, which had the effect of more than doubling the price of flour. This 

increase in the price of flour for a 24-ounce loaf amounted to 2:2 cents. An 
increase of 3 cents per loaf covered the cost of the flour and left a margin of -8 
_ for the other increases, which was insufficient, especially for those who only 
manufactured bread. Therefore, this increase of 0-03 per loaf was justifiable, 
_ since moreover it was shown during the inquiry by the former bread administrator, 
Colonel C. M. Ruttan, that the Wartime Prices and Trade Board approved 
of an average of 0-03, though he personally was in favour of an average margin 
of 0-04 for a 24-ounce loaf, a margin of 0-03 being insufficient. 

Increases since September 1947 accounted for an additional increase of 
one cent in February 1948. This increase only made up for the insufficient 
first one of 0:03 and took care of the other increases since September 1947. 
_ This other increase is undoubtedly justifiable. Furthermore, the President of 
' Canada Bread stated so without hesitation: “The bakery would operate at a 
_ loss if it brought down to 0-13 the bread which it sells from door to door at 0- 14.” 
. If we consider the increases on delivery expenses since 1939, either labour, 
- gasoline, maintenance of trucks, wagons, feed, oats, straw, insurance, ete., we 
' have an idea of the proportion in which the costs increased. It costs more 
' than 0-04 a loaf for house delivery. In fact, during the federal investigation, 
_ two important bakeries stated that a loaf delivered at the home cost 4:13 in 
- one case and 4-33 cents in the other, and that before taking administration 
— costs into account. 

If, according to the large bakeries, delivery costs amount to more 
than -044 of the retail price of a loaf, this factor is undoubtedly much 
more important in the case of these independent bakeries which have a 
smaller purchasing power and production volume. 


q The public is eager for home delivery. The greatest tribute to delivery 
at home appears in the editorial of La Patrie of January 29: 

The producers, rightly so, explain that the current price of these 
products is due to the cost of delivery, which in fact is high, because 
of the requirements of the public, which have become a habit. The 
latter must take this factor into consideration when he recriminates, 
and each of us must ask ourselves if we would be willing, in order to 
obtain a reduction in the price of milk and bread, to accept that involved 
in the service which he has become accustomed to receive from the 
milkman or the baker. These conveniences must be paid and that is 
how habits of comfort, typical of life in North America, contribute to 
the increase in the cost of living. 


We therefore wish to submit these facts to your Special Prices Committee, 
in order to rectify, if possible, the publicity in newspapers to the detriment 
of the Independent Bakery Industry, and we believe our evidence to be decisive 
as regards the present prices of bread. 

Should other details be necessary, we are entirely at your service. 


Yours truly, 


“LA LIGUE PATRONALE DES BOULANGERS INDEPENDANTS” 
(Sgd.) Lorenzo LEBEL 
~ LL/mmb—Copy/JL Industrial Adviser. 
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DOMINION STORES LIMITED 
Executive Offices 
832 Old Weston Road 


Toronto 9, Canada. 
March 8, 1948. 


Lou. D. Squair 

Executive Vice-President 

H. A. Dyde, Esq., K.C., 

Counsel, Special Committee on Prices, 
Room 400, Elgin Building, 

Ottawa, Canada. 


Dear Mr. Dyde: 


At the conclusion of my evidence before the Committee I was asked to read 
over the transcript of my evidence when it became available and to supply by 
letter certain information requested by the Committee. 

I have now examined the evidence carefully, and have obtained the follow- 
ing information in response to questions by the Committee, which I had not at 
that time available. 

(1) On page 426 of the evidence I was asked by Mr. Lesage for the names 

of our buyers in Montreal and Toronto during the last three months 
who dealt with bread. 


Buying of bread and contact with our baker suppliers for our Montreal 
operation is normally conducted by Mr. Frank Raymond. If he were absent 
from our office, it would be referred to Mr. Armand Lavallee. Information 
regarding any changes in cost, service, etc., would be passed on to Mr. GC. D. 
Townend, our Montreal District Manager. If the information indicated to him 
that any change should be made in what we were currently doing, in the way 
of advancing or decreasing selling prices, Mr. Townend would make that decision. 

Buying of bread and contact with our baker suppliers for our Toronto opera- 
tion is conducted by Mr. Joseph Voigt. If he were absent from the office it would 
then be referred to Mr. Hugh Blair. However, as in the case of our Montreal 
office, information regarding advances or declines in price is passed on to senior 
officials in the merchandising department. In the case of bread there has been 
a group, consisting of Mr. Ivor Crimp—Vice-President in charge of merchan- 
dising, Mr. E. C, Hillier—Supply Co-ordinator, Mr. J. E. Handricks—Toronto 
Division Manager, and Mr. C. C. Hutchinson—Assistant Toronto Division 
Manager, who have dealt with and made decisions regarding the retail selling 
price on bread since last September. 

The above information applies nct only to the last three months, but covers 
the period from September to the present time. 

(2) On Page 430 of the evidence, I was asked by Mr. Lesage for. the name 
of our buyer in Montreal, and the name of the employee of Harrison 
Brothers who discussed the advance in Harrison Brothers’ prices on 
Friday, January 30. 


The discussion was held over, the telephone as I advised the Committee 
would probably be the case. Mr. Frank Raymend was our representative in 
that conversation and Mr. Sutherland of Harrison Brothers was the other party. 


(3) On Page 432 of the evidence, I was asked by Mr. Lesage for the same 
information as set out in item (1) above. 


——— ee Oe 
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(4) On Page 439 of the evidence, Mr. Lesage asked me: “Is there any direc- 
tor of your Company, Dominion Stores, who is a director of a bakery 
or flour mill, or anything connected w ith bread cr the components of 
bread?” 


In reply to this I gave evidence to the effect that Mr. J. W. Horsey was 
President and a Director of Dominion Stores Limited, and also Prresident and 
a Director of General Bakeries Limited. After searching for further information, 
unfortunately there is nothing in our records that gives any more information 
than this on this point. Other than Mr. Horsey and myself, the remaining 
Directors of Dominion Stores Limited are not actively engaged in the operation 


of the business. Insofar as I am concerned I am not a Director of any other 


corporation. 


(5) On page 459 of the evidence, I was asked by Mr. Cleaver to produce the 
figures on cost price and selling price of the various twenty-four-ounce 
loaves handled by us immediately prior to price control. 


The figures are as follows: 


“Dominion” Brand (Richmello) : 


Cents 

Beuine Pree pers lOAL. . Fi. AT ie oe os ose oe 750% (2 for 15e} 
ete DIC CRAPO 8. Maio susie cc's no es we eae eee 6-00 
Corer me AT ETN. soe ia a8 x tea > Pate eng 1-50 


Per cent Gross Margin to Selling Price, 20 per cent. 
Christie’s Bread: 


eH A MOC DOL OAL ayes sear ays, oe Se wine wreie a ays 10-00 
PS OTICOLOC GEOR Lut. wa tet aoe ace ayes go eo aR 7:60 
Che Sek IARI <4 oGheal dinates ep wee OS 2-40 
Per cent Gross Margin to Selling Price, 24 per cent. 
Weston’s Bread: 
meine HriGer per dal. ou! visi sta yaie mes aie + es eae 10-00 
Gus pricewpen load iste t Se. Pts 289 Gh, bs eye 7-50 
(ETc ce, hy Nike a a ane renege re 2.50 


Per cent Gross Margin to Selling Price, 25 per cent. 


Note: As these figures apply for 1941 there is nothing covering General 
Bakeries who were not in business at that time. 

I believe this covers all the items which I was asked to supply, but if there 
is anything further in the matter please let me know. 


Yours faithfully, 
(Sgd.) LOU. D. SQUAIR, 
Executive Vice-President. 


15838—3 
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GENERAL BAKERIES LIMITED 
‘21 Carr Street, Toronto, Canada 


March 16, 1948. 


Mr. H. A. Dyps, 

Counsel, 

Special Committee on Prices, 
Room 400, Elgin Building, 
Ottawa, Ontario. 


Dear Mr. Dypr: I am enclosing certain information which I believe will 


meet the commitments I made. However, if there is anything else, either that 
I have overlooked or which the Committee may now wish, please let me know 
and I will do my very best to supply it. 


The statements enclosed are: 


(1) Operating Statements for year to April 2, 1947, 16 weeks to July 25, 
1947, 12 weeks to October 15, 1947 and 12 weeks to January 7, 1948. 


(2) Inventory at July 23, 1947, September 17, 1947, and January 7, 1948, 
showing Bread Flour separately. 

(3) Salaries of Officers of the Company, shown individually, which is 
what I understood was desired. 


(4) Sales of Bread to certain grocers already named as selling below 
the “going” price. 

In connection with this information, it appears that the situation can 
change from day to day. That is, any one retailer may on one day be selling 
the “Special” Loaf at 10c, then the next day possibly at 2 for 19c. Later he 
may sell it for the full going 12c price. I do not believe such variations to be 
common, but I understand they have occurred. 


Also, a retailer may have taken the Special Loaf for a time and then 


discontinued. 
The only point I wish to make is that the price situation in the case of a 
few retailers is not necessarily a constant. one. 


(5) Statement re volume of Returns of Unsold Bread. 


There are several other points to which I should hke to draw your 
attention: 


(a) On page 605 of the evidence in the second line of the question by 
Mr. Harkness, the word December should be September. 

(6b) On page 607 about one-third the way down the page, an Answer is 
shown as ending with the words “ten retail units.” That should read “ten-cent 
retail units”; that is, a unit is something selling at 10e retail; or an item selling 
usually for 40c retail would constitute 4 units. 

The words above following “ten-cent retail units” are merely an explana- 
tion of the term and are not intended as a correction of the evidence. If I 
remember rightly, I did not give that explanation in my oral evidence. 


Weevrer we 


PRICES ~ ee eee 


ree The confusion with reference to the effect of the rears price increase, 
vident i in tyes evidence at the bottom of page 607, could probably be cleared 


otal sales; but total sales were used to determine the ae percentage. 
o Please be sure to let me know if further information is required. 


Yours very truly, 


GENBPRAL BAKERIES LIMITED 


(Sgd.) J. M. MacDonald, 
Secretary-Treasurer. 


ML MacDonald: DC 
ct 
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GENERAL BAKERIES LIMITED 


OPERATING STATEMENTS FOR SPECIFIED PERIODS 
styadt Ls S aval Pose ER 8 Ve gl te 2 NA a ae ee ee eee 
EE ee 


Year _ 16 weeks 12 weeks 12 weeks 
— ended ended ended ended 
April 2, July 23, Oct. 15, Jan. 7, 
1947 1947 1947 1948 
Sales— 
RTCA Oe eh eee Pink orem eas Bed hale Ce a eee 2,498, 232 829,910 | 708, 680 | 823,142 
SWECLEOOG Sinan cota cae nk te Maar ctetaats yard aceiane 607,011 170, 463 124,971 119, 029 
Oa kena tee tone tees Ae Nee ea eee Ie ont 1, 106, 450 359,314 275,316 284, 588 
TPO ee eres Se ae bees 4,211,693 | 1,359,687 | 1,108,967 1, 226, 759 
Materials— 
ETc eee ates Bes yah Naess eats Teck Syechaunpee eat 1,075, 200 367, 548 324, 212 433, 293 
SweeteOouss crochet eas cade Aas aat 259,727 VAbESYA 53, 936 54,577 
ialke Aimee Oe te ete hie gs dy et one 555,770 189, 507 146, 047 156, 211 
Gp i Wee co RR Ue SENDA AE RRR, RRS con | 1, 890, 697 628, 392 524,195 644,081 
Baking Expense— 
WAC OSH eet ete eit scou gam saldecte ae stu emear take ite 586, 632 190, 157 155,477 162,896 
OPT RRR a ht OSES Glau celle otha eee iets 149, 209 49,570 38,799 43,192 
: TREO a Ut aera eae Oe TRE gs eR ar 735,841 239, 727 194, 276 206, 088 
Ot COOST OL Ha ALOSe ce oe take scot sectueps se baneee whats oY chard eee 2,626, 538 868, 119 718,471 850, 169 
ee eS eS eee ae ee ee ee ee 
(GUase) TEIN TRA ecules big ey 2 Mamaia ti anita on ie carn na hs 1,585,155 491,568 390, 496 376, 590 
GlLNO AMAL OB keene cia peta ec cise Sipicreprhe ee 683, 464 224, 187 173, 630 189,399 
INIVEGUISING ee See oe oisinsntandhe seasons 74,939 26,141 18,093 17,018 
Oitherse lange wesc skates ee ea eos hie say o Wastes Ge lees 268 , 844 79, 574 74, 353 76,831 
Administrative, insurance, taxes and depreciation. . 268, 090 91,402 71, 059 73, 738 
(HeadsoticerexpenseS=- ree: case ees Dene dele ee teal 57,223 | 19, 057 14, 547 17,032 
ORE FON a Oe An OR eh Pe ar SN oe 1,352,560 440,361 351, 662 374, 017 
DING ERR ere ah te Bg B Mata Saag ee cjulernsabeament 232,595 51, 207 38, 834 2,573 
Corporate expenses and interest.................0-. 36, 436 13,251 13, 664 13,070 
INGtIeIDkO tASeR iS. TORE rra wee annoy ckceite guieterees 196, 159 37,956 25,170 | Loss 10,497 
‘Provision {OL INCOME: CAXi« suv KF 6k hk seen Mebane ee 75, 000 14,100 9,340 
Net\profit from-operations, ©). .)..6).cui a es oY. 121, 159 23, 856 15,830 | Loss 10,497 
IN CUA EM El phere ae Rae aeSya sien rea PAS eee 2-9% of 1-8% of 1.4% of 0-9% of 
sales sales sales sales-loss 


Nore: All figures are for entire company. 


GENERAL BAKERIES LIMITED 


STATEMENT OF INVENTORIES AT SPECIFIED DATES 


® 
Bread flour Other Total 
Bbls. $ $ $ 
July -23;/1947 2... 6! IS RAS RNa: pasta 4,830 21,660 215,721 296,381 
Sepvember st. 4047 2. 605 oat aes 4 2,950 14,256 230,004 243,260 
January 7, 1948 babble, Yat hie Nee On ves 7,059 BB, 586 207 ,673 263, 259 


Notes: (1) September 17 figures are those for inventory taken on the night 
of September 16 after allowing for materials going into production for sale on the 
17th. Or, our week ends on Wednesday night and the inventory, as above, taken 
on Tuesday night after allowing for materials used for sales on Wednesday. 


7 


a a 
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(2) The heavy increase in flour from September to January is due to large 


purchases in Vancouver customary in late autumn and winter to provide reserve 
against possible transportation delays over the mountains. 


GENERAL BAKERIES LIMITED 


SPATEMENT OF SALARIES OF COMPANY OFFICERS 


We We Horsey; President... 0. . 6 el eee eee cree nee $ 5,000 per year 
H. C. Wright, Vice-President and General Mgr............---- 15,000 per year 
J. M. MacDonald, Secretary-Treasurer.........--.++ ee eeeeees 7,500 per year 


Note: (1) The salary figures above are in total, no bonuses of any kind 
having been paid to the officers. 

(2) All the above salaries are charged in Head Office Expenses; these, in 
turn, charged out each period to the five divisions of the Company on the basis of 
14 per cent of the sales of the preceding period. These charges do not include 
Corporate Expenses or Interest. 

(3) The salaries (including stenographic) account for about 50 per cent 
of Head Office Expenses. 

(4) Our Head Office Staff consists of the above-named three people and 
one stenographer. f 

(5) Temporarily, Mr. Smith, General Sales Manager is in charge of our 
Toronto operation but his salary is charged to Head Office. This does not affect 
the amount of Head Office Expenses chargeable to Toronto since this charge is 
based. on 14 per cent of period sales. 


QUANTITIES OF BREAD SOLD TO CERTAIN GROCERS 


1. Bassin: Averaged 23 loaves per day for three stores together in January, 
1948, on the Regular 13 cent loaf. Averaged less than 10 loaves per day for three 


stores together in February, 1948, on the Regular 14 cent loaf. Averaged about 


50 loaves per day for three stores together in February, 1948, on the Special 
12 cent loaf. 

2. Hardies: Averaged about 12 loaves per day in January, Regular 13 
cent loaf. This average remained the same for February. Selling about 8 loaves 
per day of Special loaf at 10 cents. For a time he sold it for 12 cents per loaf. 

3. Hussey: In January averaged about 25 loaves of Regular 13 cent loaf. 
Sold Special loaf from February 9 to March 3, averaged 55 loaves daily. Most 
of this was sold at full 12 cent price. a 

4 Saunders: Not a customer prior to our sale of the Special loaf; now 
selling about 20-25 loaves per day at 10 cents. 

5. 1380 Queen St. West: In January averaged 5 to 8 loaves per day 
Regular 13 cents. For a time used 5-10 Special loaf per day. Now selling about 
70 sliced loaves per day, Regular 15 cents, selling at 11 cents. 

6. 1098 Queen St. East: In January, averaged 4 loaves per day of Regular 
13 cent loaf. Has sold our Special loaf, about 10 loaves per day, at 11 cents 
per loaf. 

7. Lucatch: In January he averaged about 6 loaves per day of our Regular 
13 cent loaf. In February he averaged about 20 loaves per day which he sold 
at 114 cents. He was a customer for the Special loaf for only a few days. 
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RETURNS OF UNSOLD BREAD 


The question arose as to the importance of Returns of Unsold Bread. This 
was in connection with the difference in price of Regular G.B. bread and 
Richmello, there being no returns permitted on the latter. 

Under agreement with the salesmen, they are permitted to return up to 
2 per cent of their take-out without charge to them; that is, the company absorbs 
up to 2 per cent, the salesmen being responsible for anything above that figure. 

For the three four-week periods from November 13, 1947, to February 4, 
1948, the Returns of Unsold Bread amounted to 1-6 per cent of bread sales. 

Bread sales in this case are considered to be total bread sales less.sales of 
~ Richmello bread. 


CONSOLIDATED BAKERIES OF CANADA LIMITED 
1162 Bay Street, Toronto, Ontario. 


H. A. Dypg, Esq., K.C. 
Counsel to the Special Committee on Prices, 
Elgin Building, Ottawa, Ontario. 


Dear Sir, 


The Special Committee on Prices asked me to let it have the figures on 
the operation of Consolidated Bakeries of Canada Limited for February which 
reflect for the complete month the increase of one cent which became effective 
on January 27. The following figures are given for the five weeks ending 
March 6, 1948: 

Sales Volume—Toronto, 1,878,402; Montreal, 4,430,584; all bakeries, 
total, 9,052,456. 


May we point out to you the decrease of 513,000 pounds seriously affects 


our operational figures. 


CENTS 
DEMIS rite tamee: odie a We kane men reilaa, aeons 12 and 14 
AUREL St SDT or amo EP RE San mang Camron CRNA Re) 13-11 
BVA AUOFIA uCOsb ats be oc oy a dee). casa guna eee ee ere Te 6-16 
PHO MIO MEU LER Gots Para thuh er pmlc ies eect ee eee Me 1-11 
ROMS DE i ates ol ek aya eye osc ake RI age ae eee -16 
VCC Tai 3h SLE OIA, Thi heiae 2 i ee Oe a vena 1-10 
Dota mentiaeturing yi inet S00 oboe eee 8-53 
ales SNAG eee le cay ees te aiehni ro ie ie ne ee ey , Sr SERB 
Delwemurexpense och Va oe) USS! ae eRe oe oS 1-81 
AdMmIMstraton in da a es ee he ares Paes es -26 
MOUSE ROBT ICAI en ae Ne Oa ek icant eae iCm tne ie 13-21 
THORS SPs RAT heer a aie ace ters Stay eae ae er ee ‘10 


I would also like to bring to the attention of the committee that while it 
is commonly said that the baking industry is not affeced by the 8 per cent sales 
tax, the industry is affected by such tax in an indirect way. The 8 per cent 
sales tax is imposed. on the following items used by it: 


Shortening and oils Acids 
(all kinds except lard) Cake Ornaments 
Trough grease Pan Papers (used for baking only) 
Pan oil Shop Uniforms 
Divider oil Pan Cleaning fluids and powders. 


eee ee al 


: ae, ay ; ; 
RE ae ee 
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Yeast 
Eggs (frozen) separated whites 
Eggs (frozen) separated yolks 
Raisins 
Currants 
Peel ' 
Dates 
Cherries (processed—not frozen) 
Arkady 
Malt extract 
Baking powder 
Baking soda 
Cream of Tartar 

Nuts (shelled—any kind) 
Spices—all kinds 
Glucose 
Corn Starch 
Jams and Jellies (all kinds) 
Molasses 
Apple Pie Filler (except fresh fruit) 
Fruits—all kinds—except frozen 
Pineapple—crushed 
Doughnut flour 
Prepared Icings or Fillings 
Flavors and Extracts and Colors 

(all kinds) 
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Brooms 
Brushes 


Disinfectants 


Cleaners 

Soap 

Floor Oil 

Hardware (for all purposes) 
Light globes 

Boiler compound — 

Bread Tickets 

Paper Towels 

Toilet Paper 
Stationery—printing. and supplies 
Salesmen’s Uniforms 

Delivery Baskets 

Delivery Hampers 

Route Books and covers a 
Horse shoes i 
Calks gal S 
Tires 

Tubes 

Tire Chains 

Batteries 

Spark Plugs 

Repair parts for trucks 

Alcohol or Anti-freeze 


Chocolate Cleaners and polishes 
Cocoa Horse blankets and covers 
Gelatine Brushes 
Glycerine Truck and wagon transfers 
Mycoban Wagon Repair parts 
Cake Mixes (any kind) New wagons 
Oatmeal New truck bodies 
Cocoanut 
Yours very truly, 
A. EARWAKER, 
President, 
3 CONSOLIDATED BAKERIES OF 
AE:OW CANADA LIMITED. 


HOUSE OF COMMONS 
SPECIAL COMMITTEE ON PRICES 


Statement of The Great Atlantic and Pacific Tea Company, Limited, in response 
to Questions arising in the examination into bread. 


ee ge eS Ee Pee ee 


All prices and costs are shown in cents to two decimal places where 
appropriate. 
Page 686. 

As of February 14, 1948 the platform cost of bread was 8°70c. Adding 
to this the estimated delivery cost of -42c¢. on a 24-oz. loaf, makes a total cost 
delivered to the store of 9-12c., which, at a retail selling price of 10¢ per loaf, 
shows a gross profit of 8-8 per cent. 
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The estimated delivery cost of -42c. for a 24-oz. loaf is an arbitrary one. 
Some cost accountants would state it was high. Bread is bulky but light and 
it is easily handled. The actual cost would depend to some extent on the weight 
of the load and the size of the vehicle and cannot be accurately determined. 
After hearing Tea Company officials discuss the figure of -42c., I am inclined 
to think it is high but I have not heard sufficient reason to warrant a lower 
figure. I am informed that the weight of the cartons is negligible and is not 
taken into consideration in the delivery cost. 


Pages 689 and 709. 

The evidence on pages 689 and 709 as to the relationship between the ingre- 
dient cost and the manufactured cost of a loaf of bread is rather confusing. 
Mr. Fleming’s question at the top of page 689 is: “Well, it looks as though the 
advance in price of your flour has something at least to do with the increase in 
your percentage of gross margin to selling price between December 1 nad Febru- 
ary 14?” Mr. Fleming obviously means the decrease in the price of flour. 

From the figures given by Mr. Burdon on page 689, the cost of a barrel of 
flour decreased in the period December 8, 1947 to February 5, 1948 from $7.45 
to $6.95 per barrel, a net of -50c. A 10c. reduction on a barrel of flour reduces 
the cost of a 24-oz. loaf by approximately one-twentieth of one cent. The 
decrease of 50c. per barrel would therefore cause a reduction on a 24-oz, loaf of 

one quarter of one cent. 
: The cost of a loaf of bread decreased from 9c to 8-7c in the period Decem- 
ber 1, 1947, to February 14, 1948. Part of this, to the extent of -25c was due to a 
decrease in the cost of flour and the balance to increased production. 

The gross profit on cakes and sweet goods is 15-78 per cent. The lowest 
gross profit on a cake item in Toronto is 9-52 per cent; in Montreal, 7-6 per cent. 
The highest gross profit on a cake item in Toronto is 24-57 per cent; in Montreal, 
25-43 per cent. In each case, these profits are based on billing costs. These are 
platform. costs and do not take into consideration delivery costs which are 
estimated to be the same as bread, namely -28c per 1 lb. 

The total number of all loaves shipped in the 4-week period ending 
January 31, 1948, was 1,113,757. The comparable figure for a similar 4-week 
period to decontrol for the four weeks ending August 30, 1947, was 888,535. 


Page 691. 


The question as to the allotment of tax charged to the baking and production 
of bread is answered on page 709. 


Page 710. 
One more store is in the 2 for 23c category, namely North Bay. 


Page 716. 

The Chairman suggested that as many as 1,800 loaves of white bread were 
sold in an Ottawa store in one day. During a recent average week of five days 
(all A & P stores being open only five days in the week), the average weekly 
sales of regular 24-o0z. unsliced bread and Vita-B 24-oz. loaves for each of the 
Ottawa stores were 1,778 loaves, which works out at 355 loaves per day for each 
store. 

The gross profit in dollars on all business for the 12-month period ending 
February 28, 1947, was $5,318,811. I refer you to Appendix “A”, which was 
.. attached to my letter to you of March 11, 1948. 

The exact figure for sales for the 12-month period ending February 28, 1947, 
is $38,904,582. The net rate profit on sales before income and excess profit taxes 
is shown on the margin of Schedule “A” as 1-79 per cent. This was a typo- 
graphical error. The figure should be 1-77 per cent. 
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The net profit rate on sales after income and excess profit taxes is -99 per 


- cent. The gross profit rate is 13-67 per cent. 


Pages 721-722. 

On March 8, 1941, an official in the A & P Toronto office received a call from 
Mr. M. N. Campbell, vice-chairman of the Dominion Trade and Industry Com- 
mission, asking that a representative of the Tea Company appear before the 
Minister of Trade and Commerce the following Wednesday or as soon thereafter 
as was convenient. On March 14, Mr. Bird attended at Mr. Gampbell’s office 
at Ottawa and was informed that Mr. Morrison, president of the National 
Bakers’ Council, and Mr. Sparks would be at his office at 2.15 that day and he 
asked Mr. Bird to be there. I attended with Mr. Bird at this meeting, which was 


presided over by Mr. Campbell. The Honourable Mr. J. A. MacKinnon was 


not present. According to my docket, Mr. Morrison’s letter or brief to Mr, 
Campbell was read and discussed and was answered by Mr. Bird to the effect 


- that the Tea Company was making money on its bread operations generally and 
in individual stores and that the Tea Company did not feel called upon to 


increase its price while it was making money and particularly during the war. 
At no time did Mr. Bird or the writer see Mr. MacKinnon. Mr. Bird reported 
verbally only to Mr. Beebe. 


Ottawa, June 23, 1948. 


Dear Mr. Dypre: With reference to the further information which was 
requested during my testimony yesterday, I can give you the following informa- 
tion, and will be ready to reappear before the Committee in connection with it, 
should you think that necessary. 

You will recall that Table 4 of my report on wool gave comparative prices 
for raw wool for 1939-1948 inclusive. The first question was whether these 
prices represented prices obtained by the wool grower or whether there was some 
intermediate price between the grower’s price and the price paid by the mill. 
The answer to that is that the prices I quoted from Table 4 were for scoured wool, 
that is, wool which had been baled, graded and cleaned. There are a great many 
factors involved in converting wool from what is known as the “greasy state” to 
the scoured state. I am enclosing ‘Table 4A which gives the prices of greasy raw 
wool of Australian origin converted from the prices shown on Table 4. Will you 
please note that the conversion has only been extended to fine and coarse; you 
will readily see from a comparison of the two tables that medium quality is the 
same on both, the explanation being that I could not find the appropriate conver- 
sion factor for these qualities. As I have stated, the whole business of conversion 
is very complicated and depends on which of many scores of types of wool you 
are dealing with. However, I think Table 4A will be useful to you to convey an 
impression. 

The second question raised was for what period the 1947 quotations. of 
comparative fabric prices between the United Kingdom and Canada was taken 
(I think what the questioner had in mind was whether they were controlled or 
decontrolled prices). The answer to this is that the figures represented an average 
for the first half of the year; that is, they were average of the fully controlled 
price which existed for the first month of the year only, the price which resulted 
from the controlled increase between the end of January and decontrol, and the 
final decontrol price which arose, if my memory serves, at the end of March. 
H. A. Dyos, Esq., K-C., 

The third question was directed, I believe, by Mr. Irvine and came up dur- 
ing the course of our discussion on the Board’s activities in following up unreason- 
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able and unjust prices. The question was what staff the Board employed as at 
the end of May. The figure is 1,147, but I should emphasize that the figure 
includes a very heavy rentals staff, an Oils and Fats Administration, and con- 
siderable personnel engaged in activities concerning the Emergency Import 
Control Division of the Department of Finance. This figure compares with just 


under 6,000, which was peak employment, devoted fully to prices board work — 


under the overall price ceiling. 
I trust that this will give you what is required, and if there is anything fur- 
ther, please call me. 


Kind regards. 
Yours sincerely, 


A. G. 8. GRIFFIN. 


Special Parliamentary Committee on Prices, 
House of Commons, 


Ottawa. 
TABLE 4A. 
Prices or Greasy Raw Woo. 
(cents per lb.) | 
— Quality June 1939 | June 1946 | June 1947 | April, 1948 
¢ ¢ ¢ ¢ 
ERG rare ees i ao Pe ees ake 70’s 29.0 48.2 66.8 105.2 
64’s 26.8 46.0 61.7 98.0 
60’s 25.4 43.9 58.3 Shas 
Woda. cs ate e Dh nee orcs wee 58’s 35.1 63.0 1.8 104.00 
56’s Sout 58.4 60.9 78.00 
COPE Eee aia ORE RE Nase a aR ah fees 50’s 18.3 29.3 28.1 35.00 
48’s 18.0 27.8 26.8 31.9 
46’s (Views 26.1 25.8 31.3 


Source: Wool Intelligence: Commonwealth Economic Committee: January 1, 1948. 
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The Special Committee on Prices begs leave to present the following as its 
ee” REPORT 


' On the tenth day of February, 1948, the House of Commons passed the 

ollowing Resolution: 

“That a Select Committee of this House be appointed to examine and to 

report from time to time as to: 

: (a) the causes of the recent rise in the cost of living; 

(b) prices which have been raised above levels justified by increased costs; 

(c) rises in prices due to the acquiring, accumulating or withholding from 
sale by any persons, firms or corporations of any goods beyond amounts 
reasonably required for the ordinary purposes of their businesses. 


That the Committee shall have power to appoint from among its members 
such subcommittees as may be deemed advisable or necessary to deal with 
specific phases of the enquiry, and power to send for persons, papers and 
records, to examine witnesses under oath and to print such papers and evidence 
from day to day as may be ordered by the Committee. 
_ That the Committee shall have leave to sit while the House is sitting; 
' That seven members of the Committee shall constitute a quorum; 
_ That the Committee shall have power to engage the services of counsel, 
accountants and other necessary assistants who shall be paid out of the 
appropriation for Parliament; 
- That the Committee shall consist of: Messrs. Beaudry, Cleaver, Fleming, 
“Homuth, Johnston, Knowles, Lesage, Martin, Maybank, Mayhew, MecCubbin, 
Merritt, Nicholson, Pinard, Smith (Calgary West), Winters, and that Standing 
Order 65 be suspended in relation thereto.” | 
The following changes were made subsequently in the membership of the 
Committee: Mr. MacInnis for Mr. Knowles; Mr. Irvine for Mr. Nicholson; 
Mr. Harkness for Mr. Smith; Mr. Thatcher for Mr. MacInnis; Mr. Kuhl for 
Mr. Johnston; Mr. Beaudoin for Mr. Cleaver; Mr. McGregor for Mr. Homuth; 
. Zaplitny for Mr. Irvine; Mr. Irvine for Mr. Zaplitny. 
Following upon its constitution, your Committee met under the chairman- 
“ship of the undersigned and proceeded to organize and plan its activities. It was 
decided to investigate several different commodities with a view to arriving 
‘at an understanding of the forces which had brought about price increases in 
recent times, and to report on the other points in the terms of reference. The 
several commodities investigated are dealt with in order hereunder. 
The Committee organized a Secretariat with an able corps of assistants; 
secured counsel in the persons of Mr. H. A. Dyde, K.C., and Mr. Fabio 
Monet, K.C.; and acquired the services of Mr. J. R. M. Wilson, F.C.A., in the 
capacity of Accountant. 
‘With the exception of the inquiry into textiles, the Committee pursued the 
method of obtaining preliminary information from organizations in the industry 
der review and then called witnesses to give oral testimony and produce 
documents for the examination of the Committee. 
In the case of the inquiry into the primary textile industry, the Committee 
“secured the services of Mr. Maurice Samson, C.A., of Chartre, Samson, Beauvais, 
Gauthier & Company, Chartered Accountants, and requested him to make 
‘a complete examination of representative organizations in the industry and to sub- 
mit reports of his findings to the Committee. These reports were submitted by 
Mr. Maurice Samson, C.A., and Mr. E. Harry Knight, C.A. Upon receiving them, 
oral testimony was given in amplification of the reports and thereafter represent- 
atives of several of the manufacturing companies in the industry were also 
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examined both upon the statements in the report of the said accountants and upon 
other documentary material which the Committee had before it. 

The Committee was set up to find the facts about the price situation. It was 
a fact-finding committee. Its purpose is to make clear, as far as possible, the 
real circumstances governing the present situation. 

The Committee was not given power to fix prices, or to reduce prices. It had 
no power to halt rising prices. Such authority can only come by way of provinci 
or federal legislation. The Committee is of the opinion, however, that the very 
fact that it existed and that it had the power to subpoena witnesses to give an 
accounting of their business transactions has had a salutary restraining effect 
on unjustifiable price increases. This opinion is borne out by the statements 
of representative witnesses. 

Where the facts disclosed seeming wrong-doing they were brought to the 
attention of the proper authorities. Certain prosecutions followed in accordance 
with existing legislation. 

In the time at its disposal, the Committee was unable to investigate all the 
elements entering into the pricing of all consumers goods. But in examining, 
during its 77 public sittings, 130 witnesses the Committee obtained evidence 
of the Price situation in the production and distribution of certain essential 
commodities. These witnesses included Dominion Government officials, repre- 
sentatives of Consumer Associations, Corporations, Co-operative Associations, 
trading firms, Committee’s Accountants and individuals. The verbatim evidence 
amounts to over 3,800 pages and is being tabled with this report together 
with 155 exhibits filed with the Committee. 


SUMMARY OF FINDINGS 


The Committee, in its investigations of price rises, found that the major 
causes of the upward movement of Canadian prices had their beginnings in the 
war years. The single most important cause was found to be external prices. 
Canada has developed an economy in which imports and exports play an 
important part. During 1947, for example, imports were valued at $2,600,000,- 
000 and exports at $2,800,000,000. 

The fact that foreign trade constitutes so large a part of Canada’s total 
economic activity makes price levels in this country particularly sensitive to 
price changes in the world market. The Canadian price level has been forced 
to rise because of the vigorous upward pressure of external prices, which, in 
the present rehabilitation period with its world-wide shortages, have advanced 

continuously and in some cases with extreme rapidity. 

At the same time the costs of production, wholesaling, and retailing have 
also risen. At each step in the merchandising system these increased cost 
elements have tended to increase the ultimate price. 

The degree of influence upon prices of enlarged purchasing power is difficult 
to determine. That it does influence their level is admitted. Purchasing power 
in Canada, as indicated by “personal disposable income”, has increased two and 
one-half times since 1939. 

This expansion of purchasing power has undoubtedly acted as one of the 
causes of the increased price level. ( 

In its investigations the Committee found that, in certain instances, oppor- 
tunists, taking advantage of the special conditions existing, made unprecedented 
profits. While it may be true in some cases that such profits were of a non- 

recurring type, there is no doubt that the high prices that produced these profits 
did raise the cost of living at that time. 

The Committee concludes that the significant causes of the recent rise in 
the cost of living in Canada are: 

(a) the rise of external prices, 

(b) the increase in the costs of production, 
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(c) the expansion of purchasing power in relation to goods and services 
available, 

(d) certain supplementary factors which operate in specific cases as out- 
lined hereunder. 


In searching out, in accordance with its terms of reference, instances in which 
“prices had been raised above levels justified by increased costs”, the Committee 
discovered a number of cases where, during the past eight months, individuals 
and companies had made profits which were considerably higher than those 
usually considered warranted. In these cases special circumstances such as 
restricted supplies, increases in external prices or exceptionally heavy demands 
made such profits possible. Where it was clear that advantage was taken of 
these conditions to obtain abnormally large profits, the Committee referred 
the evidence in these cases to the Wartime Prices and Trade Board. As a result, 
12 prosecutions concerning butter were undertaken under the “just and reason- 
able” clause and other provisions of the Board’s regulations. In 3 cases con- 
vietions have been registered. Prosecutions have also been authorized in 5 cases 
concerning fruits and vegetables. 

The Committee is convinced that its action in conducting spot examinations 
in those commodities that are particularly vulnerable to price increases at the 
present time has had a deterrent effect on individuals and firms engaged in 
processing, handling or selling these, and related commodities. 


CONCLUSIONS 


In this report the Committee reviews the basic and supplementary factors 
contributing to the recent increase in the cost of living and gives consideration 
to the action that the government should take in regard to the matter of prices, 
which is one of the paramount problems in the public mind at the moment. 

The Committee has come to the conclusion that certain specific measures 
should be considered by the government. The proposals which the Committee 
herewith puts forward are obviously not of equal importance and will not have 
an equal effect on the price structure. Nevertheless, each of them would play 
its part either in directly accomplishing a reduction in prices or in bringing 
into play those forces of informed public opinion which would contribute to this 
end. 


The Committee therefore proposes as follows: 

1. That the government consider the immediate appointment of a commis- 
sion under the Public Enquiries Act to continue the work initiated by this 
Committee: that of investigating price structures and the factors leading to 
price and cost increases and increased profit margins. 

The results of the work then accomplished by the Commission should 
indicate whether it would be advisable to assemble at the next session of 
Parliament a committee similar to the present Special Committee on Prices. 
The Committee comes to this conclusion because its investigation up to the 
present has clearly disclosed that there is a tendency in some instances in certain 
lines of business in Canada to take advantage of the special conditions pre- 
vailing to make the largest possible profits by keeping prices up and thereby 
ignoring the general well-being of the Canadian people. 

The Committee is also of the opinion that this tendency can be checked 
by the suggested continuous scrutiny of prices and profits and by the resultant 
widespread publicity. 

2. The Committee was impressed with the importance of the activities 
of the Combines Investigation Commissioner in preventing certain practices 
which tend to increase prices to exorbitant levels, and in creating conditions 
which lead to that free competitive action which should regulate prices in the 
consumer interest. At the same time the Committee feels that the funds which 
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it has been the practice to place at the disposal of the Commissioner are not 
now sufficient for the work which should be done. ° 

3. That the government amend the regulations of the appropriate legisla- 
tion, if that be found necessary, so that immediate specific action can be taken 
wherever the evidence discloses flagrant cases of profiteering at the consumer’s 
expense. While recognizing that it is difficult to establish a hard and fast formula 
that can be universally applied, the Committee is convinced that there are cases 
of abuses where the public interest is so clearly being disregarded that action 
should be taken against the offenders. 

The work of investigation and fact-finding already undertaken by the 
Committee has resulted in 12 prosecutions of those profiteering in butter, with 
3 convictions already registered. In addition, proceedings have been instituted in 
5 cases of profiteering in the fruit and vegetable industry. These prosecutions 
were undertaken by the Wartime Prices and Trade Board under the authority 
of its powers in regard to “just and reasonable” prices. The Committee feels 
that these activities should be extended, and that the regulations governing the 
powers of this Board might even be amended and strengthened, where found 
necessary, in order to ensure the maximum protection of the consumer. 

4. That the Government consider the removal of import restrictions now in 
effect on certain fruits and vegetables, taking care not to affect adversely the 
interests of Canadian primary producers, particularly producers who, like those 
engaged in market gardening, are striving to increase production to meet the 
increasing demand. 

The Committee recognizes that the exchange conservation program which 
has been approved by Parliament is both unavoidable and necessary. However, 
the Committee feels that in so far as this program creates a situation in which the 
scarcity of certain essential foods—a scarcity which can be and has been exploited 
by certain handlers of these commodities in such a way as to bring hardship to 
consumers—the Government should give consideration to removing or relaxing 
provisions of the program which affect these commodities. 

5. The Government should give consideration to the desirability and prac- 
ticability of restricting price rises by special taxation of unreasonable profits. 

6. That the Government consider including in the terms of incorporation 


of businesses under the Companies Act a provision for the institution of a uniform 


system of business accounting. 

By giving the lead in this way, the Federal Government could encourage the 
development of a more uniform system of accounting across Canada. This action 
would greatly facilitate the work of the Commission recommended. 

The Committee noted from the evidence presented before it that there now 
exists a wide variation in business accounting practices. In some cases this 
evidence has shown that excessive profits can be concealed by accounting practices 
such as the manipulating of inventory values, the adjusting of replacement costs, 
and so on. 

A universal accounting system has from time to time been advocated by 
various business associations in Canada. 

7. That the Government give immediate consideration to amending the 
Companies Act to provide for a more complete disclosure of information about 
inventory reserves deducted in determining profits. 

Your Committee recommends further that the Government consider in con- 
junction with the provinces a general revision of the disclosure now required 
by the various Companies Acts in annual financial statements of companies 
and of the provisions respecting the availability of such information to the public. 

8. The Committee does not feel that the interests of Canadian consumers 
would be safeguarded by a system of overall price and related controls. 


The Committee is of the opinion that, during this difficult transition period 
in cases where, it is clearly shown that hardship would otherwise ensue, the © 
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_ Government should give consideration to the reimposition of certain control- 
_ measures and to the application of some measure of temporary subsidy. 

The experience of other countries in trying to maintain a system of overall 
_ price and related controls shows clearly that the cost of subsidies alone—not to 
_ speak of the heavy expenditures required to maintain the administrative 
machinery needed to administer and enforce controls—is prohibitive. Canada 
. cannot maintain its position as a great world trader and, at the same time, 
} insulate completely the Canadian economy from world-wide economic fluctua- 

tions. Nevertheless, the Committee feels that in the process of changing from a 

controlled war-time economy to one based on a desirable degree of freedom every 
_ effort should be made to avoid as much as possible disturbance to the Canadian 

economy and to keep to a minimum any hardship for the Canadian people 
_ resulting from inflationary tendencies in prices. 

9. The Committee is of the opinion that the Government should consider 
whether the time has not come to remove the special excise taxes on commodities 
in common use in Canada. 

Parliament approved these taxes as a part of the exchange conservation © 
program. They were not intended for revenue purposes but for the furtherance 
of the Government’s general program for the conservation of United States 
dollars and should not be continued beyond the period required for that purpose. 

10. That the Government give close consideration to the question of revising 
the present rent controls with a view to removing the causes of individual cases 
of hardship. In the course of carrying out its investigation into the general 
price situation, the Committee noted the operation of Rental Controls. That 
these controls have been of great benefit to the great majority of Canadian 
families is a fact beyond dispute. The Committee feels that in specific cases 
they do result in hardships and difficulties for home-owners. At the same time, 
. however, the Committee wishes to emphasize its opposition to any wholesale 
removal of rent controls at this time. 

11. The Committee realizes that in the long run the Federal Government 
_ amay be faced with constitutional difficulties in regard to its operations in the 

field of prices. This is clearly a matter in which, within the Canadian federal 
structure, responsibility normally rests with the provincial governments, although 
the Federal Government, under wartime emergency conditions, was compelled 
to take action in this field. 

The Committee is therefore forced to the conclusion that the solution of the 
problem of the adequate protection of the Canadian consumer will require 
the co-operation of the provincial governments with the Federal Government 
by taking the measures required in meeting their responsibilities. 

12. That the Government, in considering the removal of existing embargoes 
on the exportation of food products from Canada, give careful study to the 
supply situation here, and the proper balance to be maintained between the 
interests of both producers and consumers. 

13. That the Government instruct the Dominion Bureau of Statistics to 
publish periodically an analysis showing the way in which the consumer’s dollar 
is divided among the various elements which enter into the price of basic com- 
modities; and as well to instruct the Bureau to publish periodically for each of 
the principal industries of Canada, figures showing total sales, operating income 
and net profits. ‘ 

14. The Committee wishes to emphasize the fact that increased production 
at home and abroad is the only permanent solution to the problem of high 
prices. The present shortage of commodities is world-wide, forcing world prices 
to high levels, which in turn are forcing Canadian prices upward. 

Since the war, industry in Canada has been making commendable efforts 
to relieve these shortages. The great amount of goods that Canada is con- 
tributing to the total world supply will aid substantially in relieving the present 
pressure on world prices, and in turn, will ease inflationary pressures in Canada. 
a 
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THE COST OF LIVING IN THE PERIOD AFTER THE FIRST WAR 


Although instructed to find the facts relating to recent price increases only, 
the Committee decided to make some study of the course of the cost of living 
since World War I in order to learn any lessons from that period helpful in the 
present situation. From this study it was evident that one of the chief 
characteristics of the cost of living is its tendency to wide fluctuations. 

The cost-of-living index and the wholesale price index are convenient 
devices for measuring the changes that take place from time to time in price 
levels. These indexes are also useful for comparing the cost-of-living trends 
of different countries. 

The cost-of-living index measures changes in the cost of a fixed family 
budget which includes the same amounts of the same commodities and services 
over considerable periods of time. Each component item is weighted and the 
total for each period is expressed as a percentage of the cost in a base period 
(for Canada 1935-39 = 100). 

The wholesale price index is a method of comparing prices by taking the 
average wholesale prices of each of an extensive range of commodities in a base 
year and expressing prices of these in all other periods as a percentage of 
that price. 


The Cost of Living Since World War I: 


The cost-of-living index has varied considerably since 1913 as it responded 
to changes in the prices of goods and services. As a result of conditions very 
similar to those which followed World War II, the index rose from 79-1 in 1913 
to 145-4 in 1920, an increase of 84 per cent. Within the general index, the index 
of food rose by 113 per cent (Table 1, Appendix). 

During the post-war recession the index declined rapidly to 120-4 in 1922. 
It fluctuated about this figure for the remainder of the decade, the first significant 
variation occurring with the onset of the depression of the thirties. By 1933, 
the total index had dropped to 94-4 and the food index to 84-9, the lowest point 
since 1913. 

This decline in living costs was associated with ruinously low prices for 
many commodities, especially for primary products. Wheat was 55 cents a 
bushel, eggs were 20 cents a dozen and butter was 20 cents a pound. Such 
prices were the result of greatly reduced purchasing power, for the conditions of 
unemployment which characterized the period were unprecedented, not only at 
home, but also abroad. (It was the period of bread lines and relief camps.) 
No person would wish to experience a repetition of the economic conditions 
which accompanied this price level. 

Following the low point in 1933, prices rose gradually until, by 1940, the 
index had climbed to 105-6. The course of the cost of living index during 
World War II contrasted strongly with that of World War I. From 1914 to 
1918, it rose from 79-7 to 115-6, or 45 per cent. From 1940 to 1945, ‘the 
increase was from 105-6 to 119-5 or 13 per cent—a far smaller increase, in spite 
of the fact that during 1943 and 1944 the country was devoting about three 
times as great a share of its resources to the direct prosecution of the war as in 
1916-1918. 

In 1946, prices began to rise more quickly and then accelerated rapidly 
under the pressure of factors that are examined. By April of 1948, the index 
had risen to 151-6, while on the first of January, 1946, it stood at 119-9. This 
was an increase of 26 per cent or twice the increase which had occurred during 
the war years. 
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The Cost of Living in Other Countries: 


High prices are world-wide. The evidence available to the Committee 
indicates than 50 countries show a considerable and continuous rise in price 
levels. The rise in prices during the past eighteen months in Canada has been 
ereater than that in a number of these countries, but this is due mainly to the 
fact that prices in Canada were so rigidly controlled during the war period that 
at the end of 1945 Canada showed, in relation to pre-war levels, the smallest 
increase in the cost of living and in wholesale prices of any country in the world. 


The price level in Canada, when compared with that of other countries, was 
held so low during the war that by December, 1947—in spite of a rise of nearly 
30 points since mid-1945, which was more rapid than that of some other 
countries—the cost of living in Canada was still below that of most other 
countries in the world. 


With regard to the United Kingdom, it was noted that the cost to the country 
of maintaining its price levels is estimated at £400,000,000 sterling per annum for 
subsidies only and it is significant that the United Kingdom Government has 
announced that subsidies would have to be limited to this figure. In Australia, 
they have recently decided by referendum that controls shall not be continued 
on a national basis. 


It was found, however, that although the wholesale price index showed a 
40 per cent advance in Canada, the Canadian general wholesale index was 
lower than in all countries but one. 


Clearly the phenomenon of high and rising prices is not confined to this 
country. In fact, in almost all other countries the problem is much more serious 
- than in Canada and unfortunately high prices in one country tend to influence 
the price levels in other countries. International trade being a factor of great 
importance to Canada, the high prices prevailing abroad are bound to exert a 
tremendous upward pressure upon our domestic price level. 


Price Increases After World War IT: 


In order to investigate in more detail the forces behind the increase in the 
cost of living during 1946, 1947 and the first part of 1948, the Committee had a 
tabulation (Table 2, Appendix) made of indexes of wholesale prices for a group 
of major commodities based on prices prevailing in December, 1945. The general 
wholesale index and the indexes for individual commodities reflect more strik- 
ingly the changes in price factors than does the cost of living index which absorbs 
such changes according to the weights of its component parts. Both indexes 
move on a similar course, but the wholesale price index is subject to wider 
fluctuations than that of the cost-of-living index. 


The relation of price changes in staple commodities to changes in the cost 
of living index is illustrated later (Table 2, Appendix). For example, from 
January to April, 1948, the price per pound of pork loin increased by 4:3 cents 
which was reflected by an increase of only 0:8611 points in the food index and 
0-267 points in the total index. The reduction in the price of oranges during the 
same period, of 1:9 cents per dozen caused a decrease in the food index of 
0-178 points and in the cost of living index of 0-055 points. These two changes 
together mean an increase in the food index of 0-8611, less 0-178 or 0-6831 points, 
and in the cost-of-living index of 0:267 less 0-055, or 0-212 points. 


The wholesale price indexes (Table 3, Appendix) indicate considerable 
variations in the levels of prices which the component commodities reached by — 
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April, 1948. From December, 1945, to April, 1948, beef prices, for example, 


showed an increase of 35-4 per cent, pork 73-8 per cent, fluid milk 63-1 per cent, 
potatoes 21-2 per. cent, cocoa beans 283-4 per cent and vegetable oils 91-6 
per cent. 


Causes of Price Increases Since August, 1945 


During the war the Canadian price level was stabilized by the application 
of over-all ceilings, by subsidies, and by the controlled distribution of goods. 
The effect of these measures was to protect the price level from the upward 
pressure of external prices, to keep down costs and to distribute supplies on an 
equitable and non-competitive basis. These efforts were supplemented by a 
vigorous campaign based on patriotic motives, designed to increase savings. 
Such savings not only aided in the financing of the war effort but also checked 
the expansion of purchasing power, ‘and lessened the competition for scarce 
goods and services. 


The forces and tendencies towards increasing prices were in existence 


‘during the war—price control, wage control, and related measures, merely kept 


them in check. This became difficult with the return to peacetime conditions. 
The Canadian economy became more complex as industry was reconverted 
from war to peacetime production, and as new capital enterprises appeared. 
In addition, the patriotic support that was essential to the successful operation 
of controls steadily diminished. 


As controls were eliminated, the potential forces that were building up 
pressure on prices, were free to exert their direct effect on price levels. This 
occurred despite the endeavour to time decontrol measures to coincide with the 
periods of greatest supply and thus to affect price levels as little as possible. — 


The elimination of the system of controls is often thought of as being 
actually the cause of high prices which follow that elimination. This is 
misleading. Controls were a barrier to price increases occurring while the 
controls operated. Economic forces were always at work tending to force prices 
up and in fact prices rose. The control system was successful in temporarily 
combating such forces. However, it was apparent in the later days of control 
that the resistance to natural pressure was becoming more and more difficult. 

To maintain the system of rigid overall price controls in the post-war 
period would have been progressively more costly than during the war. Rising 
external prices could only have been completely offset by the re-establishment 
of a complete system of subsidies at tremendous cost. It would seem not 
unreasonable to say that the cost of an overall system of subsidies would have 
been at least three times that of the highest. war year with resultant imereases 
in taxation. 

Moreover, administration difficulties would have become infinitely greater 
with a return ‘to the complexities of peacetime. The problem of regulating 
capital investment alone would have been of great magnitude. In addition, 
the administration of controls would not have continued to enjoy the great 
support given the policy during the war. At that time the great majority of 
Canadians had the one aim—to win the war. Wholehearted support was given 
to every plan designed to accomplish this. That single-minded support was a 
far greater strength in administering controls than were the multitudinous laws 
required to enforce them. Upon the return to peace, the situation was far 
different. There are many aims now. The patriotic urge to support adminis- 


trative procedures is not present to anything like the same degree as in wartime. 
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Controls necessary to maintain a planned national economy became 
increasingly difficult to maintain as constitutional powers gradually reverted 
to the provinces. ; 


External Prices 


Reference has already been made to the influence of external prices on 
prices in Canada. Of all the various factors that have contributed to the 
inerease in the Canadian cost of living, the upward movement of external prices 
has been one of the most substantial and one of those most difficult to cope 
with. Through their effect on goods exported, as well as on those imported, 
rising external prices have a direct and powerful effect on the Canadian price 
level. During the war years, the Canadian economy was effectively insulated 
from these pressures by subsidies with their related controls, bulk purchasing 
and export and import controls. When it seemed no longer feasible to maintain 
these temporary measures, these world prices exerted their effect as one of the 
forces already indicated in the foregoing sections of this report. All or nearly 
all Canadian imports rose in price, and commodities which are in some part 
exported, likewise rose in price in Canada to conform to the higher prices 
obtainable from them in international trade. ; 

In discussing “overall” or ‘complete’ control your Committee does not 
wish to indicate that a modified form of control, with perhaps subsidies ancillary 
to it, might not be feasible on a temporary basis on specific commodities during 
.an emergency. Your Committee notes that during the present year the 
Government promptly instituted certain modified controls when these were 
clearly necessary to correct or prevent abuses, for example, butter and certain 
imported fruits and vegetables. 

United States prices are of special significance in- this respect. This is 
because Canadian imports from that country are of so great a volume. In 
1946, their value was $1,405,000,000, and in 1947 they rose to $1 975,000,000. 
Decontrol in the United States began early in 1946. In March, 1946, the index 
of the United States wholesale commodity prices was 108°9. By June, 1947, it 
had risen nearly 40 points to 148-0, and by December, 1947, it was 163:2. 

This rise was found to have an influence in increasing prices in Canada, 

but the impact on the Canadian economy was intensified by the fact that the 
rise took place in a period of expanding Canadian imports from that country. 
The result was to place a tremendous strain on the Canadian policy of orderly 
decontrol during this critical period. 
. The Committee considered specific examples which indicate the relationship 
of external prices to our domestic prices. On April 15, 1947, when the subsidy 
was removed from cocoa beans, the wholesale index for that commodity 
registered 235-0. By January, 1948, it was 440—an increase of 205 points in 
that period, attributable solely to rising import prices. 

The relationship is not quite so clear for other commodities since there are 
relatively few appearing in the wholesale indexes which are derived entirely 
from external sources. Tea and coffee are similar to cocoa and showed a 
similar trend, although not to the same extent, since supplies of these have not 
been quite as short in international trade, as in the case of cocoa beans. 


The wholesale price index. of cotton textiles, which are produced from 
imported raw cotton, stood at 114-6 in February 1947. The subsidy was with- 
drawn in three stages beginning in March, 1947. The subsidy was completely 
eliminated by September, 1947, and by November the index stood at 184-4. 
By April, 1948, it had risen still further to 190-0. 
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The wholesale price. index for cotton textiles reflects the increase in the price 
of cotton through the war years. In the United States, which is Canada’s chief 
supplier, the average price per pound of raw cotton increased from 10-2 cents ~ 
in 1940 to 37-2 cents in April of 1948. 


These are isolated examples, but taking into consideration the fact that, 
during 1947, Canada imported goods of all kinds to the value of $2,573,930,000, 
and that world prices have advanced sharply, the close relationship between 
external and domestic prices is clearly demonstrated. 


As already indicated, Canadian export prices also rise in response to rises 
in external prices. Base metals are a striking example. The pre-war world 
price of copper was about 10 cents a pound. It is now 21 cents. World prices 
for zine and lead were about 4 cents pre-war; they are now 10 and 14 
respectively. 


The prices in Canada of all these commodities, and a great many more, 
could not be protected from these external forces except by an elaborate and 
continuing system of export controls by licences and a system of permits, or by 
a government monopoly of export sales, and by a very complicated system of 
import subsidies and import allocations, and government monopoly of import 
purchases. 


Supplies and Production 


The problem of supplies in any economy is difficult to assess because 
shortages are always relative. World shortages of food, fuel, clothing and dur- 
able goods exist, as is evidenced by the fact that large numbers of people are 
underfed, ill-clothed and badly sheltered. Short supplies in other countries have 
their effect on Canadian price levels, since such shortages force up external 
prices, with results on Canadian prices as above indicated. 


In Canada during the war years, very few commodities were in absolute 
short supply. Recently, the supply position has improved materially. By the 
first quarter of 1948, consumer goods showed a substantial gain in production 
over that of pre-war years. Most clothing items—leather, boots and shoes, 
primary textiles and clothing—are in larger supply than 1939. Significant 
increases have been made in the supply of consumer durable goods—retriger- 
ators, washing machines, electrical appliances, automobiles, radios, etc. Some 
of these items are being produced at levels of 150 per cent higher than pre-war. 
Despite the rising prices of these goods, they continue to be, for the most part, 
in relatively short supply—not in relation to volume, but to the effective demand 
for them or purchasing power. 


Expansion of Purchasing Power 


During 1947, economic activity in Canada reached a peacetime peak. 
~Except for local pockets of unemployment the numbers of gainfully employed 
workers reached maximum proportions. At the same time wages and salary 
rates and income from investment attained new high levels, as did the net 
return from farming and small businesses. All these factors produced a record 
level of purchasing power during 1947, which continued into 1948. 


Besides the expenditures for increased imports, total expenditure on Cana- 
dian goods and services, that is, Gross National Expenditure, rose by roughly 
$1,400,000,000 or 12 per cent from 1946 to 1947. Since physical production 
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of goods and services was only slightly greater than in 1946, this creatly 


increased expenditure directly contributed to higher prices. The increase in 
expenditure in private capital investment was large even in terms of physical 
volume, and was clearly an important factor in pushing up prices. In con- 
sumers’ expenditure, however, in which there was only a small increase in 

_ physical volume from 1946 to 1947, higher prices and increased dollar expendi- 
ture were largely the result of rising costs of imported goods or materials, and 
increased prices in export markets. 


The course of personal disposable income and personal expenditures for 
goods and services from 1938 to 1947 is shown in the attached chart as personal 
disposable income. The difference between the two represents savings which may 
take the form, for example, of increased holdings of government bonds or bank 
deposits. During the war, savings were substantial, amounting in 1944 to 21 per 
cent of the personal disposable income. Such a level of savings was the result of 
patriotic contributions to the war effort and to the diversion of production from 
consumer goods to the materials of war. 


With the return to peacetime conditions, this high level of saving began 
to decline. By 1947, savings had dropped to 6 per cent of the personal dis- 
posable income. The result was a substantial addition to the volume of con- 
sumer expenditures which was taken up by the increased purchases of goods 
and services, while prices also rose under the presure of external prices and 
increasing costs. 


In connection with this increased volume in consumers’ expenditures, the 
Committee considered recent trends in the supply of money. During the time 
that the needs for financing the war were large enough to require assistance from 
the banking system, it was not necessary to take restrictive monetary action. 
The first improvement in the money supply available to the Government 
became possible after the Government came into possession of a considerable cash 
balance following the Ninth Victory Loan campaign in November, 1945. While 
war expenditure (including demobilization expense, gratuities, etc.) ran at a 
high level for several months more, no further general public borrowing or 
bank financing was required by the Government. 


In January, 1946, the Bank of Canada began discussions with the chartered 
banks which ended in what is commonly called the Savings Agreement. This 
agreement limited the Banks’ holdings of Government market securities (as 
distinct from special banking issues such as treasury bills and deposit certificates) 
to not more than 90 per cent of their personal savings deposits. Since the largest 
banks’ Government bond holdings were at or about the 90 per cent figure at that 
time, the result was to guard fairly effectively against any major further addition 
to money supply due to banks continuing to buy Government bonds in the 
market. Another feature of the Savings Agreement was an undertaking on the 
part of the banks not to exceed an agreed rate of earnings on their invest- 
ment portfolio of Government bonds. One result of this arrangement was that 
if banks wished to sell Government bonds in order to expend their loans and 
non-Government securities, they had to sell on the average a fairly long-term 
bond giving a remunerative yield; if the banks sold short-term low yield bonds 
exclusively, the yield on the remainder of their investment portfolio would go 
over the agreed limit. 

The increase in earnings which banks might stand to obtain by having 
loans instead of Government bonds was thus somewhat reduced. 
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Later, the Government’s budget position improved to the point where there 
was an overall cash surplus and retirement of debt held by the banks became 
possible. This had the effect of limiting the amount of money in public hands. 

At the same time the transfer of such funds to the Bank of Canada made it 
_ possible to effect some reduction in the cash reserve ratio of the chartered banks. 
’ During the latter war years and through 1946 the cash reserve ratio of the 


: 


banks averaged about 114 per cent. By mid-1947 the cash reserve ratio was 
down to about 104 per cent and on balance the chartered banks had become net 
sellers of Government bonds in the market, while in previous years they had 
been making substantial purchases. 
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| SUPLEMENTARY FACTORS AFFECTING PRICE INCREASES AND 

PROFIT MARGINS . 

* The underlying factors which have just been described in this Report are 

§ the major causes of increased prices and of the increased wages which have in 
turn been related to costs and prices. Taking the Canadian economy as a 
whole they represent the fundamental upward pressures on prices. 


In addition, there are other circumstances noted by the Committee, which 
have resulted in price increases over and above those which might normally be 
attributed to the main underlying economic trends. These special factors 
vary from time to time and from place to place. Each case must be reviewed 
on its merits. It is not possible to set down any firm formula that can be used 
in every instance to indicate whether prices or profit margins are “just and 
reasonable”, but in specific cases—fortunately not numerous—there can be no 
doubt from the experience of the Committee that wnreasonable and unjust profits 
and prices have been brought to light. Neither is it possible to establish a set of 
given conditions—which in fact are neither “given” nor constant, but must 
vary according to the nature of the operation, the degree of risk, the type of 
commodity involved, the frequency of turnover, the temporary and long-term 
- trends in demand and supply that are relative to degrees of productive efficiency, 
and to a dozen other economic considerations. The ways in which these 
operate must be assessed according to the circumstances in each case and do not 
operate as a constant in relation to every Canadian enterprise. 

Your Committee was appoited to examine facts regarding price increases. 
The analysis of the evidence in this report brings out instances where price in- 
creases and increased profits have resulted from the factors dealt with in this 
section. 

The evidence submitted to the Committee has led to the conclusion that 
while cost increases have taken place in accordance with the underlying develop- 
ments indicated in other sections of this Report, and have resulted in price 
increases, there are indications of a tendency to take undue advantage of the 
present situation. 

By far the greatest majority of individuals and businesses examined in this 
Committee have acted reasonably and prudently. In a few cases, however, price 
increases have resulted from deliberate acts which caused unnecessary expense 
to the consumer and were for selfish benefit. 


Anticipating of Cost Increases 


In certain cases, sellers have increased their prices in anticipation of later 
~.eost increases. A varying number of factors may enter into decision to take 
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an action of this sort but in general when, for example, a merchant knowing that 
in three to six months’ time a cost increase is going to take place at once 
deliberately advances his selling price to a level commensurate with the expected 
cost increase, he obtains a substantial increase in his profit margin and so varies 
the ratio between cost and selling prices. This practice is not unknown, and 
while it usually applies only to a relatively short period of days or weeks, it 
represents a case in which price rise has been effected. 


Increases in Profit Margins 


There is evidence that in certain cases the percentage of profit made on a 
given unit has increased substantially. While some sellers attribute this to 
some of the foregoing factors and attempted to justify it on the grounds of 
increased operational costs and the general higher level of prices, there were indi- 
cations also that it represented in some exceptional cases a selfish attitude of 
trying to get the most out of the public without regard to the well-being of the 
consumer. This contention is based on the theory that so long as the public 
will pay a higher price, a higher price may be charged. While the great 
majority of witnesses before the Committee did not take this line, there were 
some instances in which it was apparent that a desire to increase private profit 
margins wherever possible and at all cost was paramount to consideration of the 
common good and of the well-being of Canada’s economic system. 


Condition of Temporary Scarcity 


Deserving of special mention is the situation where, for one reason or another, 
a special temporary condition of scarcity may occur in a commodity. If the 
commodity is one which is in normal household demand, the conditions may 
suddenly result in which the consumer will at least temporarily pay excessively 
high prices for the few remaining units available. The Committee noted that 
where such temporary shortages have occurred in the Canadian economy a certain 
few sellers have, upon occasion, taken advantage of this condition to sell at 
prices which were excessive and to extend profit margins to the utmost. It has 
been argued that this action was justified by the fact that the seller whose 
normal degree of supply was cut off had to support himself by greater profits 
on the smaller supply available to him. This argument may in some circum- 
stances have merit. It is, however, weakened by the fact that in some cases 
a seller has various alternative lines to which he can turn; particularly in a 
period of high economic activity such as prevails today in Canada, alternative 
lines and activities are usually available to the seller without too much difficulty. 


Effects on Prices of Fractional Increases in Costs 


A further opportunity to increase profits is presented in cases where costs 
increase by fractions of a cent per unit but the selling price per unit is increased 
by the full cent. This is brought out elsewhere in this report. 


Geographical Variations in Price 


Another aspect of margins of profit is the situation where the prices of a 
given article vary geographically to a greater degree than can be accounted 
for in difference in the transportation and other merchandizing costs. Thus the 
same article may sell in point “A” for $5.00 and in point “B” for $6.00 although 
the additional charges in carriage and marketing in point “B” are only; for 
sake of example, 40 cents. Sometimes, this variation may occur where the 
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article is sold in different locations by different firms. In other cases, the same 
firm may sell the same article in different places at different prices which vary 
more than shipping and merchandizing costs make necessary. 


A further example of the same situation can be found where the same, 
or virtually the same, articles are sold at different prices in the same city— 
usually by different sellers. All this contributes to unevenness in the price 
structure and raises questions regarding the position of the consumer, who is 
expected to pay different prices in either the same or different localities for the 
same or similar articles. 


A strong case can be made that, where a single locality is concerned, varying 


prices are the virtue of the competitive system. They indicate that competition— 
which is an important balance in the price structure—is maintained. Where, 


however, the same operator sells at two different prices either in the same locality 


or in different localities, the practice may well require review. An example of 
this is where certain fruits were marketed in a metropolitan area at higher prices 


_ than they were marketed in outlying areas which, in fact, were farther from 


the original source of supply and where normally, for that reason, transportation 
costs should have made the selling price higher in the rural than in the 
metropolitan area. 


Wholesaler-Retailer Relations 


Another question is whether, in regard to specific commodities, a type of 
relationship between wholesalers, between retailers or between wholesalers and 
retailers, is involved which makes it difficult for prices to be set in a free com- 
petitive market. Indications of open or tacit agreements or attempts to regulate 
distribution methods and prices in certain conditions were found. Here again, 
each situation must be reviewed on its own merits; in certain instances, such 
an operation may be in the public interest, while in others it may be a factor 
designed to create or maintain high prices and wide profit margins and eliminate 
the free competitive interplay of prices. Where this type of activity appears 
to be a concerted move, it becomes a proper field for investigation under the 
Combines Investigation Act. On the other hand, the same practice may occur 
in cases which cannot be dealt appropriately with under this Act; for example, 
where, because of a regional monopoly in production, a single producer attempts 
to dictate retail selling policies or control prices, harm to the public interest may 
occur—although the operation may not in fact be a “combine”. 


Effect of Buyer’s Resistance on Prices 


Also among the supplementary factors which may vary the normal influence 
of basic economic trends affecting prices and profit margins, public opinion 
should be mentioned. In one sense, public demand, as has already been noted, 
may contribute to rising prices. In another and particularly important sense, 
however, it may play its part in bringing about a reduction in prices, especially 
by a narrowing of profit margins at all levels of business operation. 

The work of the Canadian Association of Consumers has shown that when 
public opinion is formed on the basis of an adequate knowledge of all the facts 
in a given situation then the effect on prices is salutary. 


The concerted resistance of buyers may develop from such work. When 
prices become too high for the ordinary consumer and purchasing falls off, there 
is a good chance that a reduction in price may take place and the majority of 
the intelligent business community adjusts itself to this situation. There may, 


3932 SPECIAL COMMITTEE 


however, be a minority which prefers to maintain a high margin of profit and 
a lower volume of sales rather than move to a lower margin of profit and a 
higher volume of sales. 


There has been spasmodic publicity with regard to “buyers’ strikes”: The 
difficulty with these is that they are in most cases short-lived and usually arise 
from a lack of knowledge of the true facts of the situation. Housewives in a 
locality may stop buying a given commodity for a short period of time but 
quite frequently this merely gives a slight check to rising prices and when, 
after a short time, a resumption in buying takes place, the upward spiral again 
commences. 

The best method of dealing with the price situation is the provision of as 
much factual information as possible on individual items so that, when necessary, 
any deliberate action on the part of the consumer against high prices may be 
well-founded and well-timed. 


In this connection, your Committee believes that it has performed a useful 
public task. It has sought to ascertain not only the underlying factors in our 
changing price structure but also to bring to light cases where one or more of 
the supplementary factors described in this section have definitely contributed 
to increased prices or increased profits. It has received specific evidence that 
in some cases the intentions of sellers, whether wholesalers or retailers, regarding 
higher prices, have been changed as a result of the Committee’s operations. In 
one particular case, a merchant reported to. the Committee that, in connection 
with its hearings, he proposed to lower prices on a given article. In other cases, 
business interests have informed the Committee that, had it not been for its 
operations, they would have proceeded with price increases; regrettably, in a very 
few instances, the Committee was informed that these price increases were merely 
being delayed until its hearings were over. 


RECENT PRICE INCREASES RELATED TO INCREASED COSTS 


Its second term of reference required the Committee to examine the question 
of “prices which had been raised above levels justified by increased costs”. 
In actual examination, the Committee found that there were some isolated inci- 
dents in which it was possible to single out prices which clearly had been raised 
higher than could be justified by their relation to increased costs. 


In attempting to define the proper relationship of prices to costs, some 
witnesses contended that actual cost plus a fair profit would equal a reasonable 
price. This is an attractive but sometimes a misleading concept. To approach the 
price problem only in this way would lead into a morass of questions, largely 
unanswerable, as to whose costs should be considered, and for what period, and 
under what conditions of materials, of supply, or of market demand, and at 
what level of production, and with consideration of what levels of costs? 


Inventory Appreciation 

This is evident especially in relation to commodities which are subject to 
seasonal variation in production. For these commodities storage is the normal 
practice to provide supplies during the lean production period. The surplus from 
the flush season moves out of storage in the winter and spring. Meanwhile, 
storage, insurance, and handling costs have been added to the laid-in cost at the 
warehouse or cold storage. These factors have to be related to the selling price 
when the goods are moved out of storage 4 to 6 months later. In the interim, the 
market might have changed appreciably and the out-of-storage costs be quite’ 
unrelated to the selling price. 
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If the market rises substantially during the storage period, large gross profits 
will be made. Within the consistent upward trend of prices which began early in 
1946 there have been recent instances of sharp and rapid price increases. The 
imposition of import control in November 1947, created conditions favourable for 
such increases, as is found later with regard to fruits and vegetables. With butter 
the effective cause of large profits was the temporary ascendancy of strong 
demand over limited supplies, and in the case of meat the chief cause was an 
increase in external prices. 


Butter 


The Committee investigated two large co-operatives handling butter and nine 
companies engaged in the manufacture or wholesaling of butter. 


In the case of each of the trade witnesses it was apparent that very sub- 
stantial profits from the sale of butter had been made during the fall and winter 
of 1947-48. , 


On page 1273 of the Evidence Mr. J. S. McLean, President, Canada Packers 
Limited, Toronto, says: “In the storage year 1947-48 a large profit, I might say a 
very large profit, was made on storage butter.” 


It is reported on page 1309 of the Evidence that the total quantity of stored 
butter for the year 1947 and 1948 by Canada Packers Limited, was 5,843,712 
pounds. 


On page 1312 the same witness admitted that the average net difference 
between the purchasing and selling prices of the stored butter for the year 1947-48 
had been 11-21 cents a pound for a total profit of $509,105. 


On pages 1570 and 1571 of the Evidence, Mr. E. G. Silverwood, President of 
Silverwood Dairies Limited, says: “The average cost of 145,323 pounds of storage 
butter stored by the company for the year 1947-48 was on February 28, 

51-96 cents. 


The same witness said (page 1571) that these 145,323 pounds of butter, which 
the company had on hand at the end of February 1948 were sold at the ceiling 
price or at 4 of a cent less. The Witness admitted also that the net profit for the 
company had been approximately 12-65 cents a pound for each of the 145,323 
pounds of stored butter. . 


On page 1716 of the Evidence, Mr. A. E. Millard, President and General 
Manager, Swift Canadian Company, Limited, Toronto, said that the Company 
had stored 3,187,852 pounds of butter for the year 1947-48. 


The same witness on page 1717 said that by the end of March, 1948, they 
had sold all the stored butter and on pages 1718 and 1719 the witness agreed 
that the net profit on each pound of stored butter realized by the company 
for the year 1947-48 had been 9-57 cents a pound. 


On page 1426 of the Evidence, Mr. John Freeman, President, Lovell & 
_ Christmas (Canada) Limited, Montreal, dealer in butter and cheese and operator 
f of cold storage plant, admitted that a net profit of 2-65 cents a pound had been 
realized by the company for its operations during the current fiscal year. When 
asked if he thought this to be a fair and reasonable profit on the operations of the 
company the witness said that he thought the profit was an unusual one; that 
such a profit could not be foreseen until very late in the season; that the profit 
was considerably higher than for many years past and that as a matter of 
fact the company had never had in the past a profit like that and doubted if 
they would ever have it again. 
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For the six companies which were able to supply monthly operating state- 
ments, a gross profit of 7-1 cents per pound was realized during the four 
months, November, 1947, to February, 1948, and a net profit of 4:5 cents per 
‘pound. The magnitude of these profits can be realized by comparing them 
with the corresponding profits of the previous fiscal year of these companies. 
The gross profit in 1946-47 averaged only 2:8 cents per pound and after 
deducting applicable expenses the companies suffered a net loss of 6-2 cents 
per pound. While this was below average for several companies, the net profit 
over a period of years on butter operations has not been large. In the case of 
Canada Packers, the average profit for the nineteen years from 1929 to 1947 
amounted to only -14 cent per pound. 


The evidence shows that the acquisition of butter by the companies during 
the summer and fall of 1947 for sales during the winter months is in accordance 
with their usual trade practice. On page 1273 of the Evidence, Mr. J.S. McLean, 
President of Canada Packers Limited, stated: “At the beginning of the storing 
season (about June 1) we make the nearest estimate possible of our total 
requirements of butter during the dispersal season, i.e., November 1 to the 
end of March (19 weeks). For that period we count upon buying one-half of 
our requirements out of current production. The other half must be stored. 
By this calculation we determine the number of boxes to be put into storage 
throughout the surplus season.” 


On page 1470, Mr. W. R. Aird, President, Dominion Dairies Limited, 
Montreal, in answer to a question as to what would determine the quantity 
of butter to be held by the company after it being manufactured said: “Our 
reasonable requirements from month to month to see us through till the following 
production year.” 


On page 1536, Mr. E. G. Silverwood, President, Silverwood Dairies Limited, 
London, Ontario, in answer to the same question, answered as follows: “We 
determine the amount we store by way of an estimate of our sales requirements 
for the winter months.” 


On page 1714, Mr. A. E. Millard, President and General Manager, Swift 
Canadian Company, Limited, Toronto, said that for the years 1943, 1944, 1945, 
1946 and 1947, the company had always about the same amount of stored 
butter. 


In the case of three companies, Canada Packers, Swift Canadian, and 
Silverwood Dairies, their accounting systems were such that it was possible to 
separate the profits on storage butter from those obtained on the current 
purchases and sales. Evidence submitted showed that Canada Packers realized 
a profit of $509,105 to February 28, 1948, on sales of storage butter, the profit 
being equivalent to 11-2 cents per pound; Swift Canadian reported a profit of 
9-57 cents a pound and Silverwood Dairies a profit before general overhead 
expenses, of 11-41 cents per pound. In the case of these three companies, 
their total profits from storage butter amounted to $884,694. The total profits 
from all butter sold by these companies during the period November, 1947, to 
February, 1948, amounted to only $933,248. Thus it will be seen that 95 per 
cent of the profits during this period arose from the sale of storage butter. 


The abnormal nature of the profits on storage butter was not denied by the 
trade. Mr. J. 8. McLean referred to it as “an enormous profit” and “an 
unprecedented profit”, and other witnesses spoke of it in similar terms. On 
the other hand it was pointed out that an industry with such opportunities for 
profit was also vulnerable to corresponding losses. As one witness said “Perhaps 
the next year, and certainly within two or threee years, there will be a reverse 
movement and we will buy butter at the high price and sell it ‘at the low price.” 
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In considering the question of profiteering in butter it is worth quoting | 
some of the evidence given by Mr. K. W. Taylor, Chairman of the W.P.T.B. 
In discussing the question of unjust and unreasonable prices, page 119 of the 
Evidence, the witness stated: “.. .. Hence, when we took the ceilings off 
there was bound to be a certain amount, and perhaps in places a considerable 
amount, of readjustment. If a commodity was selling in a seller’s market the 
price would tend to rise and the margins to widen. Where there was a fairly 
balanced supply and demand prices tend to respond to the competitive situation. 
Now, lacking a formal ceiling on prices to determine what is the fair price, 
“reasonable and just’ become very much a matter of opinion. . . . There is, 
then, in the nature of the case a very broad band or twilight zone of depth 
between what is clearly reasonable and clearly unreasonable. I might take, 
as an example, butter. I would express the personal view that a retail margin 
over current cost of say 10 cents a pound would be clearly unreasonable. Even 
there I do not know whether a judge and jury would agree with me.” 


As regards butter, the difficulty in determining if there was profiteering is 
greater than for most other commodities. The difficulty arises from the fact that 
the price of butter is very rapidly reflected in the price of its principal raw 


_ material, butterfat. The time lag between these two events is very short because 


of the high degree of competition for cream among ‘butter manufacturers. Also, 
the evidence presented to the Committee showed that distributors of butter 
did not accumulate sufficient stocks during the summer season to fulfill their 
winter and spring requirements. 

The normal program of operations of the wholesaler is therefore such that 
he must continually replace his stocks of butter out of new production, or else 
resign himself to a complete depletion of storage stocks, and consequent suspen-. 
sion of ‘business, during part of the year. 


The problem is, consequently, to determine if an unusually high wholesale 
‘margin should be regarded as unjust and unreasonable, in view of the replace- 
ment cost of butter. Another problem which arises is the following: stocks held 
by different companies varied in average, per unit cost, because they were 
purchased at different times. Thus a resale price which might be just and 
reasonable for one firm could be considered unjust and unreasonable in the case 
of another. It is also evident that the retail price of the butter would be the 
current retail market price. In the circumstances, could a firm be held to blame 
when it took an unusually high profit, if it could be reasonably certain that by 
denying itself part of this profit it would only add to someone else’s profit? 
The complexity of the problems are evident. 


In view of the foregoing, it may be concluded that profiteering, in the 
accepted sense of the term, did not take place. It is doubtful if any single firm 
could have reduced its price below the current market price without facing 
the probability of having its stock exhausted within a short time; and also that, 
since replacement of these stocks would necessarily have been at the market 
price, then, in effect, the net result to the company would have been to deprive 
itself of a profit only to pass this gain on to the next agent in the chain of 
distribution. 


However, the butter trade cannot be completely exonerated from blame in 
another respect. Although all witnesses testified that the profits made by their 
firms were “unprecedented”, “unexpected”, and “abnormal”, in no case was 
evidence represented that any attempt was made to reduce prices by selling 
below the market price. The effect of such a move on the public relations between 
the industry and the consuming public might have amply repaid any small 
reduction of profits resulting from such a trial. It is particularly noteworthy 
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that in the evidence of the National Dairy Council no mention is made of any 
suggestion for a lowering of pmce. Even if such a move had been almost certainly 
- unsuccessful it is regrettable that no one in the industry even considered such 
an attempt. 


Meat 

The scope of the examination with respect to meat was nation-wide. Repre- 
sentative cattle and hog producers from Ontario and Alberta came before the 
Committee. Four packing companies were asked to submit figures with regard 
to their operation. Canada Packers Limited were asked to direct their atten- 
tion particularly to operations in the Toronto market; Swift Canadian Company 
Limited, to operations in Winnipeg; Wilsil Limited, to operations in Montreal, 
and Burns & Company Limited, to operations in Alberta. The Committee heard 
from representative chain stores in Montreal, Toronto and Winnipeg. A number 
of independent butchers were called. In addition to the foregoing, the Chairman 
of the Meat Board, Department of Agriculture, and officers of the Wartime 
Prices and Trade Board gave evidence. Attention was directed mainly to beef 
and pork as being the meats most widely consumed by Canadians. 
Following decontrol of prices on October 22, 1947, and during November 
and December, 1947, and January, 1948, profits from the meat operations of 
the three large packing companies, Canada Packers Limited, Swift Canadian 
Company Limited and Burns & Company Limited, increased very substantially. 
A comparison of the average profit per pound of meat sold by the three large 
packers during the winter of 1947-48 and the corresponding figures for the 
previous year are set out below: 


Profit from Meat Operations Before Deducting Inventory Reserves, Bond 
Interest or Income Taxes 


- 


Months Per Pound of Meat Sales 
1946-47 1947-48 
OER Sei rule i Juaigtale Ai cu PU, ie Roe -40¢ 2 .29¢ 
Ce RN eit IL ae ere apcta 1 sla detin & senile eilsteds .04 loss 0.99 
Aa Vir tactg al acnctk, shel lace tena’ s |e teha mln a als .O7 1.26 
PoE aa Lia te Chi et peal BAR ARE Lal (29's) scaliptra alee 27 .25 loss 
Average we . 26¢ 1.15¢ 


These profits per pound were derived from substantial total profits on 
most operations. The three companies showed profits of $2,593,472 in Nov- 
-ember of 1947; $905,399 in December and $1,000,892 in January 1948, or a 
total for the three months of $4,507,783. For the same period during 1946-47 
the comparable profit was $664,909 on about the same volume of sales (Table 4, 
Appendix). During February, 1948, the three showed a consolidated loss of 
$218,927. | 
: The period covered includes the months when volume of slaughterings is 
seasonally high, and in 1947-48 the volume was increased because of the back- 
log arising from the strike in the packing-house plants during September and 
October of that year. 


Particular attention was paid to the extent to which profits may have 
been in the nature of “inventory profits”, that is, profits arising from the packers 
having purchased cattle or hogs at one price level and then selling meat a few 
weeks later after prices had increased. Such an opportunity for profit would 
appear to have existed when the United Kingdom bacon contract became 
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effective on 5th January, 1940 and the export price of Wiltshire sides increased. 


over-night by 7c per lb., with a corresponding increase in the price of hogs. The 
evidence showed, however, that on inventories held for export to the United 
Kingdom, any profit arising from this increase was taken by the Meat Board, 


so that the packers did not benefit on that portion of their inventory. This 


was dealt with most clearly by Mr. R. S. Munn, General Manager of Burns & 
Company Limited, who. said (page 2377) “The Bacon Board never allows any 
appreciation on stocks on hand. The export stocks we had in December, 1947, 
went forward to the Meat Board at the old price” So far as the balance of their 


‘inventory was concerned, a theoretical profit of 7c a lb. would have been 


realized had ‘the domestic price immediately reflected the higher export price, 
but Mr. Munn pointed out that “we were actually selling at less than our export 
costs.. and as we sold the old pork we would make a profit on it but on the 
new pork we were losing on it and on the average that shows us less profit than 
a year ago” (page 2378). Accordingly, Mr. Munn stated that “there was no 
inventory appreciation’. 


Increased Costs 


Considerable evidence was taken on the actual increase in costs during recent 
months. Costs were found to have increased, in varying degrees, in all phases 


of the operations examined by the Committee. Increases were found to have 


occurred in the costs of primary products, in wages and salaries, in transporta- 
tion, plant operation and administration. However, there was a considerable 
body of testimony which indicated the tendency of prices to lead costs in terms 
of time. In other words, the expanding volume of purchasing power, reacting 
upon available supplies, in addition to external prices, pulled domestic prices up 
more rapidly than increasing costs pushed in the same direction. 


Bread 


The examination in bread was confined to the districts of Toronto, Montreal, 
Ottawa and Hull. The Commissioner of the Combines Investigation Act had 
already announced the appointment of a Commissioner to conduct an enquiry 
in Western Canada he informed the Committee that he was engaged at the time 
in an investigation of flour in both eastern and western Canada (page 192.). 


The Committee received evidence from several large baking companies, 
from a number of representative chain stores, and from several independent 
retail merchants. Most of the evidence was with reference to the 24-ounce 
wrapped unsliced white loaf, and whenever in this report reference is made to 
“a loaf” or “a loaf of bread” it is to be understood to mean a loaf of bread of 
this particular description. 


The Price increases in the Toronto and Montreal markets were as follows: 
Baker’s first quality loaves, sold from wagons or in retail stores—previous 
price of 10c a loaf increased to 13c a loaf in September, 1947, and to l4c a loaf 
in January, 1948. 


Chain stores, special brands 


Previous price of two for 15¢ increased to 10c a loaf in September, 1947; 
no subsequent increase. 


There was evidence that the increase of 3 cents a loaf in September, 1947, 
for baker’s first quality bread and the increase in chain store price at about the 
same time were justified, so far as the baking industry was concerned, by 
inereased costs. Mr, K. W. Taylor, Chairman, Wartime Prices and Trade 
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Board, in referring to the September increase, said that increases not in excess 
of three cents a loaf could be regarded as warranted and that he had hoped that 
a price as low as two loaves for a quarter might emerge (page 534). 


Mr. Taylor also said that in September, 1947, it was the judgment of the 
Prices Board that four cents was an unnecessarily high increase (page 536). 
The increased cost of flour at that time amounted to 2-17 cents per loaf, and of 
this increase, 1-96 cents per loaf was due to the removal of the subsidy on flour. 


The subsequent increase of 1 cent per loaf in January 1948 was more open 
to question. After 15th September, 1947, costs had increased in most cases 
because of the changes in the formula used and because of higher wage costs. 
On the other hand, the cost of flour was reduced during this period. It seems 
clear from the evidence that in the case of some companies an increase in sales 
value of their products in January, 1948, was necessary if they were not to 
operate at a loss. However, the company which first introduced the higher price 
level in Toronto, Christie’s Bread Limited, was operating under profitable con- 
ditions at the sime (pages 998-999). 


In Ottawa, the retail price of baker’s first quality loaves, which had 
increased by 3 cents a loaf in September, 1947, did not increase subsequently. 


In Toronto, the retail margin on baker’s first quality loaves varies from 
store to store, and on September 1, 1947, margins ranged from 2:00c to 2-55c 
per loaf. These margins had increased by September 24 until at that date they 
ranged from 2-60c to 3:64c per loaf. These increased margins were not satis- 
factorily explained. Mr. R. G. Meech, Vice-President of Loblaw Groceterias, 
Limited, said that the only explanation was that the company felt it was not 
getting enough for handling bread (page 366). Mr. Meech considered a margin 
of 28 per cent on sales as being safe and that as a percentage of sales, their 
margin at the end of January was 26 per cent (page 370). Nevertheless, the 
over-all gross profit was said by Mr. Meech to be 17:75 per cent which as he 
said: “enables us to conduct our business, to pay our expenses, and leave a 
small percentage of profit” (page 394). 


Mr. John M. Arnold, a Director of Pickering Farms Limited, a large 
independent retail store in Toronto, informed the Committee that in spite of the 
general increase of one cent per loaf in January 1948, he had held his selling 
price of baker’s first quality loaf to 13c. He said that at 13c his gross margin 
as a percentage of the selling price was 15-9 per cent. When asked if he 
thought 15-9 per cent was fair and adequate margin for a self-service store, he 
replied “Yes, I honestly think it is” (page 775). 


On March 5, 1948, John B. Parent of Dionne Limited of Montreal, 
informed the Committee that “due to a reduction of one-half cent on our cost 
of bread, and also to the request of your Committee, we have changed our 
reselling price on bread today from fourteen to thirteen cents in all our stores” 
(page 853). Dionne Limited operates five self-service stores and one service 
store all in the City of Montreal (page 785). 


A good deal of evidence was directed to the question of the relative quality 
of various brands of bread. The Committee requested Dr. L. B. Pett, Chief, 
Nutrition Division, Department of National Health and Welfare, to conduct an 
analysis of the loaves of bread mentioned in evidence. Dr. Pett appeared before 
the Committee after having analysed twenty-two different loaves of bread, eight 
of which were of the special brands sold in chain stores, and the remainder were 
baker’s first quality loaves. 


In response to a question by the Chairman, Dr. Pett at page 2556 ‘said 
“The average calorie value per loaf of the 10-cent bread is slightly better, but 
the price being different it is clearly better”. 
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__ Before leaving the subject of bread, and in view of the possible impropriety 
im some cases, of the increase of one cent in January 1948, your Committee 
wishes to call attention to the desirability of having some continued form of 
scrutiny over bread prices. 


Butter 


As a result of the removal of the butterfat subsidy on May 1, 1947, the 
wholesale price of creamery butter rose an average of eight and one-half cents 
per pound during the month of May. With the removal of the price ceiling and 
rationing on June 9, a further rise, averaging one and one-quarter cents per 
pound, occurred during the month of June. July showed a fractional average 
increase of one-quarter cent per pound, but from August onwards the average 
price per pound of butter rose rapidly until, in January, 1948, it reached an 
average price of 68 cents per pound. This represented an increase of 19-5 cents 
per pound from the average price in May, 1947, the last month in which a ceiling 
price was in effect. On January 15, 1948, ceiling prices were reimposed on butter 
with the basic maximum price being set at 67 cents per pound, for No. 1 grade 
creamery butter, wholesale solids at Montreal. 


__ The evidence shows that the price of 67 cents was established to conform 
with the price set for cheese under a 1948 cheese contract with the United 
pace and any lower price would have diverted milk production from butter 
to cheese. 


On page 1194 of the Evidence, when asked what influences the production 
of cheese as compared to butter, Mr. J. F. Singleton, Associate Director of 
Marketing Service, Dairy Products, Dept. of Agriculture, answered as follows: — 
“Tt is the return to the producer. . .It is a fact that when butter gets to a price 
which is about 24 times the price of cheese or more than that there will be a 
diversion from cheese to butter; and when it gets down around twice the price 
or less there will be a diversion from butter to cheese.” 


The Evidence shows that the rise in the price of butter, between June, 1947, 
and January, 1948, is attributable largely to the demand and supply situation 
as it existed during the latter part of the summer and the anticipation of a 
shortage of supplies during the early months of 1948. With the removal of the 
restrictions on rationing butter consumption increased appreciably without a 
proportionate increase in production of butter. Statistically, the situation was 
as follows. Monthly stocks of butter from July 1 to December 1, 1947, were 
slightly above the same months in 1946, production from June to December 
inclusive was 18-1 million pounds above 1946. Production from June to Decem- 
ber inclusive was 18-1 million pounds above 1946 and disappearance was 23-2 
million pounds above 1946, in the same period. 

In view of this situation, wholesalers and other distributors of butter were 
anxious to secure adequate supplies of butter to cover their normal requirements 
in the November to May period. This anxiety to obtain butter by the wholesale 
trade was countered by a reluctance on the part of those who manufactured or 
held butter to sell. The interaction of these two factors, in the market resulted 
in a rising price. 

The causes of the rise in the price of butter from June 1947 to January 1948 
may be summarized as follows: the removal of rationing restrictions resulted 
in a sharp increase in consumption. This increase was not accompanied by 
a corresponding expansion in production. As the situation became apparent 
to the trade, it was reflected in an increased demand for butter. Since the 
statistical position was equally apparent to those persons who had butter for 
sale, they in turn showed some reluctance to sell this product. The removal 
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of ceiling prices from dairy products provided a free market for butter. The 
expectation of a deficiency in the supply relative to the anticipated demand 
was therefore the cause of the rise in price. This rise in price was the result 
of the interplay of demand and supply factors in a competitive market. 


Meat 

Prices of beef increased steadily and sometimes sharply from November 1947 
on, The increase which began in the latter part of April 1948 was particularly 
marked. The reason invariably given by the packers was that the increases 
were due to higher prices paid to the farmers for cattle and to steady consumer 
demand. The producers in turn offered evidence of increased costs on the farm 
or on the range. Weather conditions in the ranching country of -Western 
Canada were unusually severe in the Spring of this year, thus reducing the 
available supply. Mr. Hargrave, Assistant Superintendent, Dominion Experi- 
mental Station, Swift Current, said that there was an over-all increase of 
141-3 per cent in the cost factors of the Western cattle ranch when the period 
1938-41 is compared with the year 1948 (page 2111). Mr. Brown, President 
of Ontario Beef Producers’ Association, informed the Committee that grain for 
feed, which in the period 1946-47 cost him $38.00 per ton, had increased 
to $60.00 per ton in April, 1948 (page 2056). The monthly average price of 
good butcher steers at Toronto is shown in a table at page 1988. 


In pork there was a very sudden and substantial increase in prices during 
January, 1948. The increase in the price of pork at that time was mainly 
attributable to the higher price obtained for pork under the United Kingdom 
contract which became effective on January 5, 1948. However, here primary 
producers also had to meet increasing costs, particularly due to the higher costs 
of feed grains after the removal of ceilings and subsidies in October, 1947. 
Mill feed prices are shown at: page 1995 of the Evidence. The monthly average 
price of B-1 hogs at Toronto is shown on page 1991. 


While the most substantial factor in the increased prices paid by the 
consumer can properly be attributed to higher prices paid for cattle and hogs, 
the Committee also examined the larger packing houses and certain retail stores 
to ascertain to what extent, if any, they were responsible for the higher prices. 


At the packing house level, the evidence showed that over the year the 
profit per pound of meat was equivalent to only a small fraction of a cent, 
and even the complete elimination of normal packing house profits would not 
materially affect the price to the consumer. At the same time, in November 
and December, 1947, after the packing house strike which ended in October, 
the profit margins increased to several times the normal amount. 


Mr. J. S. McLean, President, Canada Packers Limited, after stressing 
the highly competitive nature of the meat packing industry, explained its 
pricing policy as “in each case we get as much as we can, we buy the cattle 
as cheaply as we can, we sell beef for as much as we can” (page 2620) and 
again, “‘the salesman gets as much as he can and the buyer when he is on the 
market buys cattle just as cheaply as he can” (page 2630). In discussing 
the increased profit margins of November and December, 1947, Mr. McLean 
concurred with the Vice-Chairman of the Committee who said “in this period 
you experienced good fortune above what you experienced in some other similar 
period in the pursuit of your policy of buying cheap and selling dear” (page 2631). 


To an extent, therefore, the higher profits of the packing houses at this 
period may have increased the retail prices to a level above what they would 
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have been had the packing ‘houses sold their products at the slightly lower 
prices which would have left them with only their normal profit margins during 

this period. But the period of high margins was brief, for the consumer 
resistance which developed in February had the effect of ‘reducing them, and 
in some cases resulted in the packers carrying on their meat operations at a 
loss during that month. 


There was also some evidence that retail margins, particularly in the case 

of independent stores, increased during January, 1948, but these too appear 
to have been reduced in subsequent months, probably as a result of consumer 
resistance. 


The Committee’s examination into meat was ao) before it was possible 
to obtain statistical or accounting evidence relative to the sharp increases in 
beef prices in May and June. 


Fruits and Vegetables 

The evidence shows that the wholesale and retail trades obtained higher 
margins than normal during the winter months of 1947 and 1948 for imported 
fruits, thereby increasing the price to the consumer. The representatives of 
the wholesale trade contended that such higher margins were necessary to 
compensate for the reduced volume of merchandise which was available because 
of the import restrictions. 

Detailed figures of operations submitted indicate, however, that the increased 
margins were more than necessary to compensate for losses in volume, with. 
the result that higher than normal profit was earned during the winter months 
of 1947 and 1948. 


On page 2863 of the Evidence, Raphael D. Wolfe, Secretary and General 

-Manager, The Ontario Produce Company, Limited, Toronto, admitted that 

the operating profit before taxes for the company which was $73,588 in 1946 
went up to $118,815 in 1947. 


The same witness, at page 2864 of the Evidence, agreed that with the 
exception of the year 1939 his company had had in 1947 by far the very best. 
year since its existence. The witness also admitted, on the same page of the 
Evidence, that this result was obtained in spite of the fact that the sales of the 
company for the year 1947 were slightly lower than in 1946. 


On page 2866 of the Evidence, the witness said that with the exception 
of the year 1929 the gross profit to sales for its company had not averaged 
as much as 8 per cent over the year. Questioned as to the gross profit to sales for 
the months of November and December, 1947, the witness admitted (page 2867) 
that the gross profit to sales has been 11-9 for November and 18-4 for December. 
He also admitted that the gross profit to sales had been 17 per cent for the month 
of January 1948 and 19-8 for the-month of February. 


On page 2930 of the Evidence, Mr. Geo. G. Anspach, President of Conan C. 
Anspach Company, Limited, Toronto, said that it would be fair to say that his 
company in 1948 had by far the best year since its origin, and that by a very 

large margin. The witness admitted also that this statement was true in spite 
' of the fact that the sales of the company in 1947 were slightly lower than they 
were in 1946. 


This evidence clearly established Ee: much larger profits were taken by 
the trade than necessary to compensate for the reduced volume. 


This situation, however, appears to have been corrected by the reimposition 
of price controls on citrus fruits, carrots and cabbage in February and 
March 1948, which limited the markups which could be taken by wholesalers 

and retailers on these products. 


3942 SPECIAL COMMITTEE 


The very substantial increase in margins can be readily seen in the case of 
size 288 California oranges. 

On page 2876 of the Evidence, David Austin, Assistant General Manager 
of Geo. C, Anspach Company, Limited, said that 75 cents on a crate of oranges 
gives a normal margin. The same witness admitted that the margins prevailing 
from November 28, 1947, to March 25, 1948, in his case, were all in excess of 
the established normal reaching a high on January 29 of $2.30 profit on a case 
of oranges size 288 or 34 per cent higher than normal. Many other witnesses 
gave similar evidence. This evidence indicated that the margin between the 
laid-down cost of California oranges to wholesalers and the selling price to the 
public amounted to 12-4 cents per dozen at the beginning of November, 1947. 
This margin increased in December to 18-5 cents, amounted to 17-9 cents in 
February, and after the reimposition of ceilings fell to 12 cents at the beginning 
of March, and 10-4 cents at the beginning of April. . 


Special attention was given to Dominion Fruit Company, Toronto, with 
regard to its dealings in celery during the year 1947. Mr. M. Blidner, Partner, 
Dominion Fruit Company, Toronto, on page 3087 of the Evidence, informed 
the Committee that the gross profit of the company for the year 1946-47 with 
respect to celery was $20,508 and $60,238 for the year 1947-48. And this in 
spite of the fact that the company handled one-quarter less volume. 


The Committee took special notice of the transactions of two Toronto 
firms involving an importation of California potatoes, which were ordered just 
before the import restrictions were imposed on September 21, 1947. As a result 
of this ban on imports, these potatoes represented the only supply of new 
potatoes in Toronto at that time. 


On the four cars the cost was submitted to have been $9,579.69 and the 
selling price $16,822.50, leaving a gross profit of $7,242.68. This was a gross 
profit of 75:6 per cent on cost and 43 per cent on sales. 


A comparison of the gross profits earned by six fruit and vegetable whole- 
salers who were able to supply monthly statements of operations in the winter 
of 1946-47 and the winter of 1947-48, together with the amount of net operating 
profit before taxes on income during each month of this period will be seen from 
- the following table: 


Gross profit Net operating profit 
per cent to sales before taxes on income 
1946-47 1947-48 1946-47 1947-48 
% % $ $ 
INO VeribenT ma eclenlehiaecclatiwisse es 10.6 Ns 33,160 62,031 
Wecemibert tad sors ois ease cess 9-9 14-1 29,284 37,418 
AAA estes ok lacs bcaephers foley < 11-0 11-9 21,567 14,320 
PST WATAY i raeieteoreetotsaecO ast sacs 11-1 14-1 17,649 33,623 
Iie chat a Ooaee Pema den Lae tela als 11-8 11°3 Ba ea ) 18,147 
10:9 13-2 80,904 165,539 


It will be noticed that the gross increased on the average by 2:3 per cent 
of sales, and that the net operating profit more than doubled. The trade 
witnesses agreed that the trade had “reaped a benefit” from the rising prices. 


In the case of domestic vegetables, the evidence shows that the price increase 
during the winter months was not necessarily related to production costs but 
was occasioned by a strong demand for the products and a limited supply. 
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Price increases were further accelerated by the publicity over the supply position. 
As a result, some substantial profits were realized on the handling of such fruits 
and vegetables. At the same time, this was said to be a “short run” condition, 
and increased plantings in 1948, given reasonably favourable weather conditions 
were expected to provide an increased supply of these products for the Canadian 
market at reasonable prices. 


Primary Textiles 


The examination in the primary textile industry was carried out with the 
assistance of a Chartered Accountant, M. Maurice Samson, C.A., employed for 
the particular purpose. 

The Committee authorized the sending out of questionnaires to the com- 
panies engaged in the manufacture of primary textiles. The companies were 
asked to submit information to the Chartered Accountant, who examined and 
analysed the figures so submitted and reported to the Committee in writing 
the results of his analysis. The Committee also had the benefit of hearing oral 
evidence from the Chartered Accountant so employed. 


In addition to the questionnaires referred to above, special detailed 
questionnaires were sent to the following companies: 
(a) those engaged in the manufacture of cotton yarn and fabrics: 
Canadian Cottons Limited, 
Dominion Textile Company Limited, 
Drummondville Cotton Company Limited, 
The Montreal Cottons Limited, 
The Wabasso Cotton Company Limited. 
those engaged in the manufacture of rayon and nylon yarns and fabrics: 
Bruck Mills Limited, 
Canadian Celanese Limited, 
Canadian Industries Limited—Nylon Division, 
Courtaulds (Canada) Limited. 
(c). those engaged in the manufacture of woollen cloth: 
Ayers Limited, 
Dominion Woollens and Worsteds Limited, 
Paton Manufacturing Company Limited. 


(b 


— 


The Committee, following the plan adopted throughout its sittings, heard 
evidence by commodity, first with respect to the cotton group, then the artificial 
silk and nylon group and finally the woollen group. In each case, with one 
exception, officials of Wartime Prices and Trade Board and of Commodity Prices 
Stabilization Corporation gave evidence in addition to the accountant and the 


representatives of the various companies, 


Cotton 


In his evidence, Mr. Griffin, formerly Secretary, Wartime Prices and Trade 
Board, said that Canada’s primary cotton industry produces about 25 per cent 
of the cotton yarns which this country receives for weaving into fabrics. The 
5 per cent deficiency, however, represents finer qualities of yarns in which we 
are almost wholly dependent on outside sources. In production of cotton fabrics 
our domestic primary industry has never produced more than 72 per cent of 
supply and in 1947 domestic production was under 50 per cent of supply (page 
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3488). In the. years prior to the recent war, imports of cotton broadwoven 
fabrics came mainly from the United Kingdom. The supply from this source 
dwindled to an exceedingly small supply and our requirements were met by 
imports from the United States which increased very greatly during the: war 
period (page 3491). 

For raw cotton Canada is, of course, entirely dependent on imports. Raw 
cotton is imported in 500-pound bales and the figures of bale openings in 
Canada over a period of years were produced. This showed that whereas bale 
openings reached a peak of over 254 million pounds in 1940 there has been a 
marked decline in succeeding years to a figure just under 180 million pome in 
1947 (page 3507). 

Mr. Hashley of the Dominion Bureau of Siatisncs said that bale openings 
in themselves give a good indication of the activity of the mills. He said: “if you 
know the number of bales opened you actually know what is going on in the 
cotton industry” (page 3508). 

Mr. Glass of Commodity Prices Stabilization Corporation told the Com- 
mittee of the plan of the cotton subsidy. As an indication of the importance of 
the subsidy, the witness produced a table showing that in 1946 alone there was 
paid out of the public purse over $13,000,000, and that between April, 1942 and 
December 31, 1947, there was paid a total of more than $42,000,000 in subsidies 
on raw cotton and cotton linters (page 3486). 

Mr. Hughes of the Dominion Bureau of Statistics filed with the Committee 
a table showing imports of Fibres, Textiles and Textile Products (page 3500). 

Mr. Harry Knight, C.A., a partner of Mr. Samson, who had been in charge 
of the detailed work in connection with the enquiry filed a written report which 
he explained in detail to the Committee (pages 3394 et seq). He produced 
samples of materials made by the 5 special companies with prices of each at 
various dates (page 3414). He also produced a table of specifications of the 
various fabrics which was filed as a supplement to his report (page 3468). The 
prices showed a consistent and substantial increase on all the items. For 
example, unbleached bed sheeting, made by Dominion Textile Company Limited, 
_ was being sold for 27 cents a yard on January 1, 1942; on September 15, 1947, 
immediately prior to the date of decontrol of prices, the selling price 
was fractionally under 50 cents a yard. In the same period, white broadcloth 


of the kind used in the manufacture of men’s shirts rose from 164 cents a yard 


to 37 cents a yard, and denim went from 184 cents a yard to 373 cents a yard 
(page 3414). In Schedule B-7 of his report, Mr. Knight showed the components 
of cost in these various fabrics per yard (page 3422). Without analysing these 
in detail it did not appear that the profit remaining to the company from its 
selling price had increased unreasonably. In fact, it seemed apparent that the 
industry is highly competitive and that, on the whole, price increases had not 
been unreasonably out of line with increased costs. A table of the average 
price of raw cotton in the United States was filed showing price changes through 
the period from January, 1940, to April, 1948 (page 3487). The average price 
for the year 1940 was 10-20 cents per pound whereas in April, 1948 the price 
was 37-22 cents per pound. It was apparent that here was a case in which 
Canadian prices were largely at the mercy of the external price. 

On the other hand, a question arose in cotton which the Committee had not 
previously met. From the various statistical tables filed, it was clear that the 
industry had been unable to maintain the high level of production that had been 
reached during the war years. From a high in domestic production of broad 
woven fabrics of some 369 million yards in 1942 the decline had reached a low 
of 265 million yards in 1947. The trade witnesses had varied explanations for 
the decline. Mr. Gordon of Dominion Textile Company Limited said that 


a 


ae 
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whereas during the war the Company ran a day shift and a night shift and also 
had special permission to keep the work going all night (page 2514) the Com- 
pany was running a 48-hour week but actually averaged about 524 hours on day 
shift and probably close to 60 hours on the night shift with overtime. After the 
war, the company cut down to 40-hour week with the idea of running a double 
shift system. According to Mr. Gordon, the company has been unable to get 
the labour with which to man this second 40-hour shift. If the company were 
able to get the help needed to run the mills on a second shift, production could 
be increased by 20 per cent. Mr. Fox of Canadian Cottons Limited attributed 
the falling off in production to shortage of labour (page 3465). Mr. Whitehead 
of Wabasso Cotton Company Limited said that there had been a steady falling 
off of the number of employees on his payroll (page 3572) and also that the 
workers’ efficiency had declined. 

Mr. Griffin of the Prices Board also filed a table showing comparative prices 
of certain cotton fabrics as between the United Kingdom, the United States and 
Canada. While comparisons cannot actually be drawn in all cases, it seems 
clear that the prices of cotton fabrics of comparative quality are higher in the 
United Kingdom and in the United States than they are in Canada. 

The cotton industry is very susceptible to outside conditions as it is based 
on the importation of its basic raw material. Although all raw cotton must be 
imported, 95 per cent of the yarns required are home produced. The 5 per cent 
imported is, however, of disproportionate importance as it consists of yarns of 
finer qualities required for knitted hosiery, underwear and thread. 

Before the war the home industry produced an average of approximately 
73 per cent of the supply of cotton broadwoven fabrics. Imports from the 
United Kingdom accounted for 20 per cent of the total while the remaining 
7 per cent came from the United States. During the war years imports from the 

Jnited Kingdom dropped practically to nothing but there was a great increase 
in United States’ supplies. Canadian production increased rapidly to a max- 
imum in 1942, when war contracts were at their height and before the diversion 
of labour to more essential industries had become a serious problem. In 1942, 
taking no account of stocks, supply amounted to 568 million yards, being made 
up of 369 million yards domestically produced, 39 million yards imported from 
the United Kingdom and 178 million yards from the United States. Exports 
were 18 million yards. Since 1942 there has been a progressive decline in local 
production, offset to a large degree by increased imports from the United States. 
Exchange conservation measures will cut down the supply from that country in 
1948 but it is hoped that there will be increased imports from the United 
Kingdom. An estimate (page 3491) has been made of probable supply in 1948, 
assuming domestic production at the 1947 level of 265 million yards and imports 
of 80-85 million yards and 80 million yards from the United States and the 
United Kingdom respectively. In such circumstances the amount available 
will be 22 per cent less than that of last year although 25 per cent above the 
1935-39 average. 


Despite the increase in the amount of cotton goods available, compared with 
pre-war, the Committee found no evidence of hoarding. In only one of the five 
companies examined in detail was the 1948 finished goods inventory larger than 
that of 1989. The comparative figures are: 


End of | Montreal Canadian Wabasso Drummond- Dominion 

fiscal Cottons Ltd. Cottons Ltd. Cottons Ltd. ville Cottons Textile Co. 

period 7000 yards 000 yards 7000 yards 7000 Ib. 7000 Ib. 
BORO ex tS sees @ aistneis'h 6,259 6,084 16,131 448 6,457 


Py <j ate re ere 536 2,035 2,524 1,978 5,593 
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Price 
The progressive rise in the price of cotton goods began while price ceilings 

were in effect, when it was a reflection of increases in the subsidized price of raw 
cotton. United States cotton prices have risen fairly consistently since the 
outbreak of war. 

Raw cotton prices—U.8.A. U.S. Department 

-of Agriculture prices as reproduced in trade 

publications. 

Average for spot middling 48 inch cotton 

at ten market centres in Southern U.S.A. 


Cents per lb. 
i 8 Dame ghey a dite pr arte el rahe Th ye mts. oe 10-2 
TOE FS REM, 2 cr ee re ore ane 13-9 
Vel): Vi cpemine Seer oa are pr peitrad SPB eric Maar gt tere AE es) 19-3 
DO reat sca afk sia bled ese icato nee 2 ede era Ce eile tert 20-6 
PR io are cis ba aah oats ae nsoda os ait Oates peace eae aa ee pelea 21-2 
job Ae eg Re APO PNN Dev tery tan, tay SRAM Se 7 22-6 
AAS Se ges Pa Pinna is tp IU IE aeAE a SCAT SAI ee 30-6 
BOER re ee FEE epee kot diengis ete ve Mic temaN es Nar meee 34-4 
PAS OY OMe ais dade etoatarmseee har ban Ao chek. tee Baal 35°15 
La AGS ey a senate REN Tart AE ea NR ad 32-76 
EP OTe fe cee ork aie, Ot baer car ane cate ead 34-19 
7292 & 1 Raareoe Oa WO ENE acta Geet) re Nee Nelo 37°22 


The cotton subsidy was based originally on a price (in Canada) of 
11-4 cents per lb. for U.S. raw cotton. Effective March 1, 1946, this price 
was increased to 15-4 cents per lb. on Feb. 1, 1947 to 24-4 cents per lb. and on 
June 2, 1947 to 27-2 cents per lb. During the years that the subsidy plan was 
in operation, total payments on raw cotton and cotton linters amounted to 
$42,005,770. In 1946 alone $13,487,234 was paid out. 


While the rise in the price of raw materials has had a very large effect 
on the increase in the price of cotton textiles, and is taking a disproportionate 
part of the sales dollar (see table overleaf), trade representatives were emphatic 
about the difficulties of securing labour, with a consequent effect on production 
and price. The shortage of labour and the reduction of the working week 

‘were shown to be a major factor in limiting production. 


The effect on price of decontrol on September 15, 1947, was not immediate 
as, by agreement with the W.P.T.B., the companies filled all outstanding orders 
at the old prices (and, of course, received any subsidy due). The effect of 
decontrol on sales was to increase the monthly average of $8,902,000 for the 
period Sept. 1946 to March, 1947 (19 companies and 3 subsidiaries of tire and 
rubber manufacturers) to $12,818,000 for the corresponding period in 1947-48. 
It should be remembered, however, that during the subsidy period, manu- 
facturers were subject to limitation of profits. In addition production was 
increasing during the latter period. It was, in fact, stated in evidence 
(page 3497) that the primary cotton industry had gone a long way towards 
preserving as closely as possible the relationship with the ceiling price which 
obtained at the time of decontrol. 


While the selling prices of the products made by the five companies under 
special review ‘all increased considerably during the price control period and 
afterwards, there was no increase in the share of operating income as a com- 
ponent of cost. Operating income is defined as the profit from operations 
before deducting taxes on income, interest on borrowed money and other 


S 


ee 
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; financial charges, inventory reserves and depreciation in excess of the amounts 
allowed by the income tax authorities. It does not include investment income 
and profits or losses on disposals of investments and fixed assets. 


7 For the 12 years 1936 to 1947 the components of cost of the sales dollar 
for the 5 special companies averaged: 


Cents 

-- Pray PAM ALOLIn IS —COULOM. “s. de. & o ees Soc ce tons 29-6 
EEL chee s er wick wecelaweremits 15-9 
RUF Oe, Oe ha Rane ee. es Se su epee 25:6 

PEMEHE ED Att Sue Gite claret o cre taete so oon eoaores 16:3 

Beier Mito BC OMIC.”. isa sn 54-04 am ge acd bos aes 12-6 

$1.00 


From January 1946, to March 1948, the components of the sales dollar 
showed the following variations: 


All raw Operating Sales 
materials Labour Overhead Income* Dollar 

1946 
BetecMiirier Scowic. &s $0 - 443 $0 - 288 $0-175 $0 - 094 $1.00 
Bod GQuarter..or 23s... 0-468 0-278 0-166 0-888 1.00 
Bids quarter. <5. Ps 0-372 0-323 0-195 0-110 1.00 
. Beta UATECL.- sje has s 0-407 0-305 0-181 0-107 1.00 
1947 | 7 
- Ist quarter ........ 0-496 0-265 0-265 0-075 1.00 
Qnd> quarter ......+% 0-513 0-229 0-135 0-123 1.00 
Bre quarter. i. % oss. 0-503 0-226 0-151 0-120 1.00 
meh quarter: <4. 52 0-514 0-284 0-170 0-032 1.00 

_ 1948 
Heb OOQUARLEr 0.0... o.%. 0-522 0-252 0-165 0-061 1.00 

* as defined. 


Evidence was produced to show that, despite the level of selling prices 
for Canadian produced goods, the prices for imports from the United States 
and the United Kingdom were still higher. The tariff concessions, as granted 
in the 1948-49 budget, were made, according to one witness (page 3532) because 
the United Kingdom could not meet the Canadian prices. The effect of these 
tariff changes on retail prices will not be immediate and may. be nullified largely 
by increases in the price of Egyptian raw cotton. 


Artificial Silk and Nylons 

Canada is largely self-sufficient as far as its rayon fabric requirements 
are concerned but depends on imports for approximately 20 per cent of its fila- 

) ment yarn requirements. Bemberg, used in stockings and sheers, is the only type 

of yarn wholly imported. Cut staple fibre is already being made by one plant 
while another should be coming into operation by the end of the year. 

Production of rayon broadwoven fabric has approximately doubled com- 
pared with the pre-war average, and, with import restrictions in the principal 
markets, there has even been some tendency for inventories to grow. 


Nylon is a new product on the market. It is produced by only one company, 
whose plant came into operation in June 1942. From that time until August 1945 
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: 
all production was used entirely for war purposes. Since September 1945 the- 
plant has been operating at capacity for the civilian market, except during 
a few months in 1947 when technical difficulties developed on the weaving sidei 

Detailed reports were presented to the Committee by four companies. The 
finished goods inventories of these companies, are in no case as high as they 


were in 1939 and the Committee found no evidence of the withholding of 
supplies. 


Finished Goods Inventories 
Producers of Yarn ’000 lb. 


Courtaulds (Canada) Ltd. Canadian Industries 
(nylon division) 
PILL WO SO Micke Ree Runs area teredeia ints e's inns eral astute 616 x 
EVEN AVE NOLO -L945 ala cisreie ole 0.0) vin'e) eeteliplie 753 85 
Average 1O4GHLOAT © sin /o:s leteieuajere a1< afeia s0.6.e «hs 352 101 
Reported by Companies in 1948 ......... 424 ; 72 


x not operating. 


Manufacturers of Fabrics ’/000 yards 


Canadian Celanese Ltd, Bruck Mills Ltd. 
ARO BELG Dickes eoetartl «eters oceteee fe eit ciamar siete’ oie ts 1,707 229 
Average 1940-1941 .....cccee cscs scsees 1,294 193 
Averare rl 9421947. eis a Ne tieleayosss nities ete e's 1,254 209 
Reported by Companies in 1948 ......... 740 81 


Mr. Griffin said that Canada’s rayon industry is relatively young but 
vigorous; that the industry had expanded steadily since its inception in this 
country and that prospects for 1948 are that a record yardage of fabrics will be 
produced (page 3643). . 

Unlike the cotton industry, said Mr. Griffin, the rayon industry, at least — 
in the fabric aspect of its operations, produces nearly all the types and volume 
we require. 

Mr. Glass of the Commodity Prices Stabilization Corporation described 
for the Committee the basis for subsidizing artificial silk fibres and yarns 
(page 3642). 

For artificial silk and nylon, Mr. Harry Knight, C.A., filed a return report 
described as report “D”, which he explained in detail to the Committee (pages 
3582 et seq). He produced samples of materials made by three of the four 
special companies, the selling price and cost of which had been listed at various 
dates (pages 3603 et seq). , 

The prices showed a consistent and substantial increase on most of th 
items. For instance, Courtaulds (Canada) Limited reported that its selling 
prices of best quality prevailing 100/40 bright yarn on cake cones, which was 
being sold at 77 cents on January 1, 1942, was selling for 90 cents on 
September 15, 1947, and 95 cents on April 1, 1948. Each of the items manufac- 
tured by this company for which prices were submitted increased in price, the 
increases varying from 114 cents to 18 cents per pound during the period from 
January 1, 1942 to April 1, 1948. a 

Canadian Celanese Limited had been selling lingerie taffeta for 45 cents 
a yard on January 1, 1942, and had increased its prices to 56 cents a yard 
as at September 15, 1947, and 583 cents on April 1, 1948. The price of dress 
crepe manufactured by the same company rose from 525 cents per yard on 
January 1, 1942, to 68 cents on September 15, 1947, and 71 cents on April 1, 1948. 
The price of lining manufactured by the same company had increased from 
44 cents per yard on January 1, 1942, to 54 cents on April 1, 1948, 
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_ The evidence disclosed that for Courtaulds (Canada) Limited the percentage 
of operating income to sale did rise from 6-9 per cent in 1946 to 21-3 per cent in 
1947. It also disclosed that Canadian Celanese Limited percentage of operating 
income to sale did rise from 27-5 per cent in 1946 to 32-7 per cent in 1947. It also 
disclosed that the percentage of operating income to sale for Canadian Industries 
Limited dropped from 34-5 per cent in 1946 to 25-2 per cent in 1947. 

The analysis of Schedule “DS” of Mr. Knight’s report (page 3606) shows 
clearly that the net profit after taxes, by three of the four special companies, had 
substantially increased in 1947. 

The net profit after taxes of Courtaulds (Canada) Limited jumped from 
$489,000 in 1946 to $1,434,000 in 1947, or from 2-9 per cent to 7-6 per cent on 


- capital employed. (Schedule “DS” of Mr. Knight’s report “D”) while the net 


profit after taxes of Canadian Celanese Limited jumped from $1,959,000 or 12-4 


per cent of capital employed in 1946 to $3,025,000 or 15-5 per cent of capital 


employed in 1947 (schedule “D S” of Mr. Knight’s report “D”’). 

Mr. Palmer, of Canadian Celanese Limited, admitted that for the months of 
January, February, and March, 1948, the profits of that company were sub- 
stantially higher than for the same period in 1947. In spite of that, the witness 
said that the company increased its prices on April 1, 1948. 

Asked whether in view of the very high profit of the company it would not 
be possible to reduce its prices Mr. Palmer definitely stated that there will be 
no reduction. 

__ It appears that the profits remaining to Canadian Celanese Limited have 
increased unreasonably, and it is hard to understand that this company is not 
ready to decrease their prices. 


The evidence also disclosed that Canadian Industries Limited, one of the 
four special companies referred to in Mr. Knight’s report “D”, had reduced its 
prices in December, 1946 and June 1947 (page 3651). 


Asked if the company was contemplating a further reduction in the near 
future, Mr. H. G. Smith, first vice-president of Canadian Industries Limited, 
said that the record of price reductions which the company had made to date 
showed the trend of the policy of the company and added that without indi- 
cating any specific date as when a further reduction will take place the company 
certainly hoped to do so (pages 3656 and 3657). 


Woollens 


In his evidence Mr. Griffin said that Canada’s woollen industry produces 
about 95 per cent of the yarns required, about 40 per cent of the worsted tops 
and approximately two-thirds of the woven fabrics available for the Canadian 
market. The yarns, tops and fabrics not produced in Canada are normally 
obtained from Great Britain. 


The price of woollen fabrics has increased rapidly over the past two years. 
This is reflected in the Dominion Bureau of Statistics wholesale price index of 
woven fabrics and wool which has shot up from an average of 110-5 in 1946 to 
185-5 in May, 1948, an increase of 75 points or 68 per cent. The selling prices 
of individual fabrics reported by certain of the larger companies showed com- 
parable increases. Thus, Dominion Woollens and Worsteds Limited reported 
that one type of yarn-dyed worsted coating increased from $3.10 per yard on 
Ist April, 1947 (the date of decontrol) to $4.50 per yard in February 1948, while 
one type of yarn-dyed worsted fancy suitings increased from $3.00 to $4.70 
per yard over the same period. Of these increases the increased raw material 
cost accounted for 76 cents and 67 cents per yard respectively, costs being based 


“in each case on replacement values of wool used. Labour and overhead likewise © 


increased as did also the amount retained by the company in excess of its costs. 
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The increase in raw material prices has undoubtedly been the most signifi- 
cant factor in the increase in the price of the finished products. The raw material, 
wool, is largely imported. Mr. Griffin pointed out our domestic raw wool clip 
does not look after more than 6 per cent of our requirements, and for the rest 
we must look to Australia, New Zealand and South Africa. The primary material 
cost is therefore dependent on prices in world markets and the better grades of 
raw wool have increased from three to four times the 1939 price. Increases during 
the past two years have been particularly marked; for instance, fine quality wool 


70’s increased from 71-8 cents per pound in June, 1946, to 99-5 cents per pound 


in June, 1947, and to $1.57 per pound in April 1948. 

But while the primary cause of increased prices may be attributed to the 
higher prices prevailing for wool in world markets and there has also been an 
increase in labour and overhead costs, the record of the industry as disclosed 
by Mr. Knight’s report indicates that during recent periods it has been retaining 
an increased portion of the sales dollar. The percentage of operating income to 
sales of three large companies increased from 8-1 per cent in 1946 to 13-4 per 


cent in 1947 and to 16-9 per cent in the first quarter of 1948. This means that, 


during this period of rising prices, selling prices were increasing faster than costs. 
Evidence was submitted by Mr. Henry Barrett, Dominion Woollens and 
Worsteds Limited, that a substantial part of the increase in his company’s prices 


was due to the fact that the selling prices were “based upon replacement cost — 


of raw materials rather than the actual cost of materials contained in same, as 
this is the only way it has been possible for us to finance the replacement of 
inventories”. Thus he pointed out “the income for the year 1947 to the extent 
of $462, 792 is not real income. Our company could not continue in business if 
the income from sales did not include provision for the replacement of 
inventories on a replacement price basis.” 


The question as to whether the price of woollen fabrics has been increased 
above an amount justified by the increase in costs depends, therefore, on whether 
costs should be taken as the cost of the material actually used or the current 
value of that material and the amount which will have to be put out to replace 
it in order for the business to carry on. 


If the former method of accounting is employed the resulting increase in 
profits of the woollen industry indicates that prices have increased above an 
amount necessary to compensate the industry for higher costs. If, however, 
allowance is made for higher replacement costs the profits appear to be much 
more in line with what might be considered normal. 


In this respect the pricing policy of Dominion Woollens and Worsteds 
Limited might be contrasted with that followed by the cotton industry. In 
the case of Dominion Woollens, selling prices have been increased immediately 
to reflect advancing raw material prices while in the case of cottons the manu- 
facturers have disposed of their low priced inventories before increasing the 
selling prices of their products. In this way Dominion Woollens has obtained 
protection against subsequent price declines out of the increased prices paid 
by consumers in recent months, whereas the cotton industry has not taken this 
benefit and the consumers have accordingly obtained relatively lower prices. 

Mr. Daniels of Paton Manufacturing Company Limited gave evidence. 
The price increases reported by this company were proportionately less than 
those reported by Dominion Woollens and Worsteds Limited, and a reduction 
in the relationship of operating income to sales during the first quarter of 1948 
indicated that costs had increased more than had selling prices. 
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Mr. Tremblay of Ayers Limited was also heard by the Committee and 


‘he explained that because a substantial part of his company’s manufacture 


consisted of the production of paper makers’ felts the company’s figures could 
ae erety be compared with those of the other companies in the woollen 
industry. 


Mr. Gaston H. Ledoux, president, Federation N.C. du Textile Inc., Granby, 
Que., explained to the Committee that his union represented 50,000 workers 
in the textile industry and was the bargaining agent for four of the five larger 
companies in the Cotton groups which had been represented before the Com- 
mittee. He pointed out that he did not consider the increase in prices since 
15th September 1947 could be attributed to wage increases beyond a total of 
not more than 4 per cent of cost and contrasted this with the substantial increases 
in selling prices. Dealing with the question of the shortage of labour which 


had been referred to by representatives of the companies he felt that this was 


due to several factors including the policy of retiring employees at 65 and 


refusing to hire those nearing 45, and the relatively higher turnover of the 


— a. + ee 


labour force which resulted from hiring in such a large proportion young people 
and particularly girls. 

Dealing with the problems of absenteeism, he pointed out that the hours 
of work had been reduced from 524 hours per week to 40 hours per week, so 
that in spite of increased wages the workers take-home pay was about the same. 
In order to compensate for the increasing cost of living, therefore, the employees 
had resorted to part-time jobs over the week-end, which paid them better 
than they could earn by working in the mill on Saturday, even at time and 
a half pay. Mr. Ledoux also felt that the wages in the textile industry were 
Jess than in competing industries, and that this made employment in the 
industry less attractive. 

Mr. Sam Baron, Canadian Director and Vice-President of the Textile 
Workers’ Union of America (C.C.L.) was also heard and produced a brief in 
which he dealt with the relation of wages to prices increases. Mr. Baron 
concludes that the increase in selling price was very much greater than the 
actual amount of the increase in labour. 


Mr. Baron pointed out also that the average hourly earnings for textile 
products are the lowest for any group of manufacturing industries except 
leather products and tobacco, which are fractionally lower. 

Dealing with the question of the shortage of labour and the problems of 
absenteeism, Mr. Baron’s evidence was to the same effect as that given by 
Mr. Gaston H. Ledoux, president, Federation N.C. du Textile Inc., Granby, 
Quebec. 


PRICE INCREASES RELATED TO THE ACQUISITION 
AND WITHHOLDING OF GOODS 


The third of its terms of reference required the Committee to enquire 
mto “rises in prices due to the acquiring, accumulating or withholding from 
sale by any persons, firms or corporations of any goods beyond amounts 
reasonably required for the ordinary purposes of their business”. 


Price increases resulting from such causes represent a special case of the 
general class dealt with in the previous section. In ‘its examination the 
Committee did not find it practicable to segregate the causes for price increases 
into absolute categories. Experience indicated that all possible causes had to 


be considered in relation to each question of increased prices. 
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Acquiring and withholding goods could take many forms in the complex 
Canadian economy. ‘The practice could vary from the hoarding of a few 
hundred pounds of a scarce commodity in private hands to the so-called 


“cornering” of supplies on the large commodity markets. It would be difficult — 


and largely non-productive to attempt to cover all the forms which such activity 
might take. 


There is one general distinction which can be drawn between cases of 
acquiring and withholding. In one supplies are withheld awaiting an anticipated 
increase in the market and consequent financial gain, sometimes referred to 
as speculation. In the second, substantial supplies are acquired and withheld 
in order to force the market up; in such cases the usual description is a “corner”’. 


At least two of the commodities considered by the Committee do not lend 
themselves to storage, i1.e., bread and certain kinds of fresh vegetables. For 
this reason no attempt was made to relate prices to acquiring or withholding 
of these items. 


Speculation 


A considerable amount of evidence was taken concerning the operations of 
the Montreal Commodity Exchange in relation to butter. 


Mr. K. H. Olive, President, Olive & Dorion, Limited, and President, Cana- 
dian Commodity Exchange, Montreal, was asked to describe the operations of the 
Commodity Exchange. On Pages 1739 and 1740 of the Evidence the witness 
made the following statement: “In the first place, the Canadian Commodity 
Exchange is an organization which enables buyers and sellers to meet and 
express their market opinion of the product which is being traded. It is an 
open market as compared with what I should, perhaps, call marketing behind 
closed doors, which, in my business experience is not the best type of marketing. 
I remember very well the developements which led up to the Commodity 
Exchange. In those days prior to the introduction of the exchange, it was pretty 
well impossible to establish a market from day to day, yet the commodity is a 
commodity which is produced and consumed every day... The trading 
practices would ‘be conducted under rules and regulations which could be defended 
at any time, under any circumstances . . . It is nothing more or less than a place 
where people come together, under supervision, to express their market opinion 
on both the buying and selling side. There is nothing mysterious about it. The 
man who makes a bid stands behind it and if he makes an offer he has to do the 
same thing.” . 


It was admitted that a small amount of speculation took place in this 
particular butter market since future transactions as well as spot sales, were part 
of the day to day operations. However, it was contended that the total volume 
of sales through the Exchange was not significant. The spot sales represented 
about 10 per cent of the creamery butter produced in Quebec in 1947, and 
the futures contracts about 4 per cent of the total produced in Canada. 


It was also contended that the operation of a future exchange serves a 
useful purpose in financing and carrying the risk on surplus supplies from the 
period of peak production into the following deficit season. While there were 
possibilities. of abuse and possibilities for improvement, a representative of a 
large cream producers’ organization indicated his belief that producers, and 
producers’ organizations, could not hold and manage all of the surplus butter 
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from the flush season. The purchase of butter at this time of year, by 
others than the ultimate consumers, served as a strong support to a market 
which would naturally sag under the weight of surplus supplies. Conversely, 
storage supplies coming forward during the late fall and early winter had a 
strong tendency to keep the market from rising to the level which would occur 
if winter butter were the only supply. 

For all of the commodities concerned, it was contented that the number of 
business units engaged in manufacturing processing or selling was such that 
no single individual unit could acquire sufficient supplies to significantly influence 
the market. 

Considerable evidence was available to the Committee on the firms and 
individuals trading in butter in recent months. This information was obtained 
by questionnaires addressed to brokers, and to the 42 largest cold storage plants 


in the country. After examination of this evidence it was concluded that only 


an insignificant amount of butter had been handled by individuals not normally. 
in the butter business. 

As a result of the examination into butter prices, certain action was taken 
by the Prices Board. 


Protective Agencies 

As a related matter it should be noted that considerable testimony was 
taken on operations carried on under the Combines Investigation Act as these 
have an effect on specific prices or the general price level. The administration 
of this Act referred to in the section on prices and increased costs, and it would 
seem to be closely related to questions involving improper withholding from 
the market. While “The Combines Investigation Act confers no authority on 


the administering agency to fix prices, even maximum prices, or to decide that 
prices or profits in a particular case are “excessive” it was submitted that “The 
very existence of the prohibitions in the Combines Act is a protection to 
consumers; so are the continuous investigations; so are the less frequent 


prosecutions.” (F. A. McGregor, Commissioner, Combines Investigation Act, 


\ 


PA167); 

The evidence offered in this connection indicated that investigations under 
the Act were not infrequently initiated as a result of the constant scrutiny of 
prices. When there are indications that prices are unjustifiably high the 
administration works back to determine whether any agreement is present. In 
the course of such an investigation the existence of improper stocks, or the 
withholding of stocks for unreasonable periods, would be susceptible of early 
uncovery. 

During the war period the activities usually carried out under the Act were 
largely incorporated itto the operations of the Wartime Prices and Trade Board. 
With the developement of the policy of price decontrol operations under the 
Act have been expanded. Currently the administration is engaged in six major 
investigations. While these are not, of course, directed toward exactly the 
same ends as those of the Committee they will tend to discourage and restrict 
any improper practices which lead to unjustifiable prices. 

Since February of 1946 both the Wartime Prices and Trade Board and the 
administration of the Combines Investigation Act have been alerted to the 
possibilities of prices being raised by hoarding or improper withholding of 
goods. Except for indications of minor infractions neither agency has received 


- evidence of such improper practices. 


All of which is respectfully submitted 


PAUL MARTIN, 
Chairman 
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APPENDIX 
Table 1—Cost-or-Livine InpEx, 1913 To 1948 
(1935-1939=100) 

Year Total Index ‘Food Index 
A ee PA Se eS er cs 79°1 89-1 
OPER et ae p cae Serene 79°7 92-2 
NOES at. Raker aes FEN Pot 80-7 93-7 
BOTG aes el tree incette C 87-0 103-9 
POE Se ce erage ge artc cig one ae 102-4 134°3 
POTS ee es. ee fee, We 115-6 154-2 
REE 5 RBA CANE GA ne ana th apt rot gatus tt JI 126-5 164-8 
pS Bia BEES Cis eR LAN Laat so 145-4 189.5 
TOD Ee eee oes Ph a nanan 129-9 145-5 
LL VEE EEE GE DRU a epaty acs, eles 120-4 123-3 
DOS Sepia t ok ees Enola 129-7 124-1 
ere eae wa a aaa ate 118-8 121-8 
PUD ES ak’sfras ne are ate sans a 119-8 127-2 
D2 eee ae eae Cia eR es Ene: 121°8 133-3 
D2 e ge asta se ON ae wl eee ea aes Bae 119-9 130-9 
Bs Say ae el ed eae eee 120-5 131-5 
Os! aie SR GES Rin Ga eRe a 121-7 134-7 
AS ES EA So te gee me tere Baie 120°8 131-5 
AOS boa Sigg aac yh outa a 109-1 103-1 
TDS eae hale ios ore aa es: ae 99-0 85-7 
tC SSN on tier eae pee ears a 94-4 84-9 
AER ES sia ORE phe Ger ee en NUL ees 95-6 92-7 
POSS eis scare eee as a eat 96-2 94-6 
PES rae shea e ek ee Saige 98-1 97-8 
COON in Stites Stn, ee CP een 101-2 102-3 
POS ate ce eet oe tue ce tures 102-2 103-8 
SRL i iis: src e a abt otf ma RN 101-5 100-6 
|S Se, dar gE ae Fp a DE OE 105-6 105-6 
SAS 28 WEES A soba Oy LT a 111-7 116-1 
Leh eet Oh ae he ten tre 117-0 127-2 
Dy eee alg et tise kia Hoeven Ge 118-4 130-7 
ee ea al Ft enn Uae A pag 118-9 131-3 
BOB ihs (iM aks i iouie wae 119-5 113-0 
a2) ty gk Rd ya act Maer SUE mB 123-6 140-4 
| le Wie gece ye Meee ane aR Ora 135°5 159°5 
1945 

Pseemiper iS, cra Saas 120-1 134:3 
1946 

AEE S01 gic ain ie Sn i 119-9 132-8 

PODEUAIN, Sate se oad, ce 119-9 1382-5 

VPA RAN Seo eter wane eae 120-1 aE TOE 

ADT ke ee tesa ties: 120°8 135-1 

Magy. ce5 os saw aks 122-0 137-7 

OUTIO , Oks aust te One 123°6 142-1 

DUS ies sa Ss pane 125-1 © 144-2 

AMPEG SS. Be ra ee 125-6 144-7 
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Table 1—Cost-or-Livine Inpex, 1913 to 1948—Continued 


4 (1935-1939—100) 
: Year Total Index Food Index 
1946 
entemere fen sur aot s 125°5 143-2 
SGODOTE 1 a.Fo-y-ains nse a 126°8 146-5 
. INOVENIDEDs <<) cgiaro ake ok A 127-1 146-6 
; Deseniier 2 iret sind os 32 127-1 146-4 
. 1947 
4 VARGATY= 27 co ct Led wa sss 127-0 145-5 
TORS UBEY Longs oud Sacles 127-8 147-0 
a" Lk idl ed Rana ae err Pe oa 128-9 148-7 
§ Te LPIA A oS axe ri dead dieses 2 130-6 151-6 
4 ROR Vee Werere Na orl wary & 0772 133-1 154-9 
Gitex on eh. ost talce «Reee 134:°9 157°7 
; Peete ta a 3850 X «lath oo cies 135-9 159-3 
7 a) i Ne Rr eae 136-6 160-6 
Fe meMcemper 2 ss wae es nes 139-4 165°3 
S eco ner D-2bs Sarad ms nik 142-2 171°3 
Miowembper| 4 ces st ace's 143-6 173-6 
December). Se os oe 146-0 178-7 
1948 
REAL YS 2 oie don: ale Os 0500 148-3 182-2 
€ amtMONy ee os Ow ta 150-1 186-1 
POEM Oe dre orale aie ie oR A 150-8 185-9 
Pete fa eae oe oles 151-6 186-8 
IIEINERMER ys 5 5° « dovayat ato ok store. 153-3 191-2 
) 
; 
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TABLE 2.—_SELECTED RETAIL FOOD INDEXES, PRICES AND POINT CONTRIBUTIONS 


TO COST-OF-LIVING INCREASES, SEPTEMBER 1947 TO APRIL 1948 


(a). Inpmxs, (August 1939=100) 


— September December January April 

1947 1947 1948 1948 

WS TelOnOaS ba mueamies ee foe nto eins sin etieaeets 180.2 184.6 190.1 208.0 
IRIG UGS Gcerlen, cee ee te fois Paty deta efeus a teiyseth shoes 194.7 198.4 202.9 210.7 
BSS CONEE WE Spotter UM ORGS aise arin athens Smeeen 194.9 205.2 207.2 226.8 
POPES LOM re eee ee LAC tial, Ticteie nic tap chile spake 172.0 174.2 178.2 193.8 
PG UGK ay pee mee te roe SMe ts sonia a hei attaes 239.1 252.9 269.7 266.3 
(CANMACIDCACH ES fete h uote we tig kus tin oes ey oho aliens 134.2 156.3 156.3 155.3 
MEL CL Seiene pare Teh retValue cee. Ss thcle Ons orcas ois eels, 27S erat 110.5 148.5 148.5 152.0 
MPOEALOCS als ee HOR eae, tra oaths talon See ae wt ee 151.1 164.2 165.9 171.2 
COTATI CS tree were ede eo Sete aby es sth iN rite BI 138.0 144.1 135.9 129.1 


(b) Prices, (Dominion averages, Independent 
and ‘Chain Grocers) 


September December January April 
1947 1947 1948 1948 
g ¢ ¢ ¢ 

BSA COW OA Sbne sateen meceio aa eet iare ous iaseceie Ib 29.2 29.9 30.8 33.7 
TROUNENStCH Kel pe atts onsets solzroe cuieilerein lace lb 47.3 48.2 49.3 bie 
HES COM Set rues heey a ceshhe ale ele ears oe Ib 60.6 63.8 64.4 70.5 
OTR LOU step eenalsee ee cee wie a coin, oycha emer ais ie) 47.2 47.8 48.9 5oae 
AD UGLET Aenean MSU DEINE A esi eaagene heohes aahe ile) 62.4 66.0 70.4 69.5 
Canned peachesy hc eck ek sve ala cieiece oee'e 20 oz 26.0 30.3 30.3 30.1 
IBS Hare Uh eh TAR pak ae tek oc oe Sem PS RRA IN lb. 6.4 8.6 8.6 8.8 
[POTATOES He raat etree alas aise je peck of 15 lbs. 54.0 58.7 59.3 61.2 
Caria eR er meets ety ness feof fon ata vet etal doz. 38.6 40.3 38.0 36.1 
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TABLE 2.—SELECTED RETAIL FOOD INDEXES, PRICES AND POINT CONTRIBUTIONS 
TO COST-OF-LIVING INCREASES, SEPTEMBER 1947 TO APRIL 1948—Continued 


Se ———e—ooEoaoaaESEoEoEoSoEooaoaoamamaaSoaamouOmuamamammmmmumuaueeueeeeeeeeeeeeeeaaaeaaaaaae eS 


(c) Pornt Conrrisutions to Toran Cost-or-Livine InprEx 


September December January 
to to to 
December January April 
: ¢ points ¢ points ¢ points 
: PERG ULOHSD Meier teiseiaal since sicister nie oF 352 +0.7 + .032 +0.9 + .041 +2.9 + 132 
7 acc PS 78 ee ee +0.9 | + .033 +1.1| + .041 +1.9} + .071 
q PRICE eee hs io Pie hls + 0b, Sut - +3.2| + .093 +0.6| + .017 +6.1| + .177 
4 TEREST THI al ip OO Wi qe ee ene +0.6} + .037 +1.1| + .068 +4.3| + .266 
> q I 
q 15) Se, One oe +3.6}) + .418 +4.4) + .511 —0.9| — .104 
a OGUBCCIPEACNOS $2052. yes e seve es cmeny es +4.3 |) + .018 no chlange —0.2} — .001 
4 BAVC Mee idles ei Wakes eos occ s +2.2| + .102 no chjange +0.2| + .100 
4 EC EOOS Mi ea reaee sel rcis ee wisi -'s sy ato cepe wera s +4.7 + .156 +0.6 + .020 +1.9 + .063 
ESS ES BO 41.7| + 049] 42.3) — .067] 1.9] — .055 
| 
4 ; (d) Pornr Contrisutions To Foop InpEx 
; | September December January 
to to to 
’ December January April 
J 
q ¢ points ¢ points ¢ points 
( Bem GAsb a Me tari ae cist aeijeins ajels oss) +0.7 | + .108 +0.9 | + .182 +2.9 | + .428 
s Reich stcea lde ie tosnie iv e oles sysieie «s Sills ctewein eats +0.9 -+ .108 +1.1 + .132 +1.9 + £228 
4 Te Aes aes ee ee ae +3.2| + .300 +0.6| + .056 +6.1 | +) 8k 
3 BEM a eae A TA Ys tara Sein ocaie, obhar Seohinbes & wi 2). 0/ase-0)9) hie +0.6} + .120 +1.1] + .220 +4.3 | + .861 
TVR ite un Oo ACR In UDC 0 GRID er +3.6} +1.350 +4.4} +1.650 —0.9| — .337 
Manecd PAACMeses i ccvawie piekelnc s.clos roe nies +4.3 |) + .057 no chjange —0.2} — .003 
1 Bs Bie, SMe kN BS ei a COREE +2.2|} +8.559 no chijange +0.2|) + .324 
PPR CAEOOS 8h oe heisis tise iag sidek a + oleh Sele ole +4.7 + .503 +0.6 + .064 +1.9 + .203 
CBRDEEG sete Retires hiichirarlite tha aio 31s sehs)e> +1.7| + .160 +2.3| — .215 —1.9| — .178 
ee 


Sourcr: Dominion Bureau of Statistics, Prices Branch. 
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TABLE 3.—WHOLESALE PRICE INDEX NUMBERS OF SELECTED COMMODITIES, 
1945 TO APRIL 1948 


Pork 
—— Butter Flour | Potatoes Tea Coffee Cocoa Tex- 
Carcass : Beans tiles 

1945 
December........ 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 

1946 . 
PANUATY-osea aon 100.0 100.0 100.0 102.7 100.0 100.0 100.0 100.0 
February. ........ 100.0 100.0 100.0 102.9 100.0 100.0 - 100.0 100.0 
Marehieens2 hoo 100.0 100.0 100.0 105.7 100.0 100.0 100.0 110.9 
ADEN tas erie ie 112.2 110.8 110.0 108.1 100.0 100.0 100.0 110.9 
UE retest oes, 1252 109.1 100.0 110.6 100.0 100.0 100.0 110.9 
DUNE Tae ee 1122, 106.5 100.0 115.6 100.0 100.0 100.0 110.9 
Silvas seve kee 112.2 110.0 100.0 134.9 100.0 100.0 100.0 110.9 
PNUSUSG acces case WPA 110.6 100.0 98.0 100.0 100.0 100.0 110.9 
September........ 112.2 110.7 100.0 93.0 100.0 100.0 100.0 110.9 
October ean. 112.2 110.8 100.0 74.8 100.0 100.0 100.0 110.9 
November........ 112.2 110.8 100.0 Cih. 100.0 100.0 100.0 110.9 
December........ 11252 110.8 100.0 71.8 100.0 100.0 100.0 110.9 

CAT Stout cere 109.2 107.5 100.0 98.3 100.0 100.0 100.0 109.1 

1947 
JANUATY Sot cee 118.1 110.8 100.0 73.0 115.5 118.2 100.0 110.9 
WOOLUATY: eats 17 TAS) 110.8 100.0 75.1 115.5 118.2 100.0 114.6 
sy nk a eat a eae 1A} 110.8 100.0 77.6 115.5 118.2 100.0 144.6 
Apia teachin rhe 121.3 110.8 100.0 77.4 41525 S|" 118-2 235.0 144.6 
Miayaigcs oigscare a 121.3 136.3 100.0 95.9 115.5 118.2 235.0 144.6 
ANS N ae ee eee 121.3 138.6 100.0 100.3 115.5 118.2 235.0 158.9 
lyse rs ies oa 121.3 139.3 100.0 129.9 115.5 118.2 235.0 159.3 
AUPUSES.« .ome see ne 121.3 151.3 100.0 106.2 133.9 131.9 315.0 159.3 
September........ 129.4 167.1 182.6 91.1 133.9 131.9 315.0 159.3 
October: e000: 129.4 161.8 182.6 86.9 133.9 131.9 513.0 159.3 
November........ 134.8 165.4 182.6 104.5 133.9 131.9 453.0 184.4 
December........ 135.0 180.5 179.7 113.9 133.9 136.5 423.1 187.5 

ear wie, 124-7 140-3 127-3 94-3 123-1 124-4 271-6 154-8 

1948 
JARUREV Ves et ee 166.3 186.4 174.4 119.3 133.9 137.8 440.1 187.5 
Hebruaryeee, chice 173.5 184.0 174.4 T7s2 133.9 136.3 423.1 190.9 
March site 174.0 183.4 168.3 ‘111.0 133.9 134.9 404.2 190.9 
ADYVibs ne eras 173.8 183.6 170.4 12132 133.9 134.6 383.4 190.9 


SE 


Source: Table 6, Statistical Memorandum on Prices, Price Indexes and Other Data—Dominion 
Bureau of Statistics, February, 1948. 
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TABLE 4.—MEAT ENQUIRY 


SuMMARY oF OPERATIONS, 1946-47 


ool Slell_—_omm_meeaeaeeeeeeeeee ee 


November | December | January | February Total 


1946 1946 1947 1947 4 months 
VotumeE (000 lbs.) 
Canada Packers Packing Plants....... 56, 218 36,381 32,219 31,982 156, 800 
eliiglite Seni, "0 V1 Deraels Sl ee 37,016 25, 642 22,066 25,953 110,677 
RETA eh vel 6 Oo i a era 24, 534 23,080 19,797 15,819 83, 229 
Aa 8 BS ae ae ie ia 117,768 85, 103 74,081 73,754 350, 706 
$ $ $ $ $ 
Prorit FROM MzatT OpERATIONS— 
Canada Packers Packing Plants....... 127, 228 144,128 L 49, 286 95, 964 
ANCES men et tata, ite dati s «Sah eerie 3,295 4,040 L 23,511 5,396 
130, 523 148,168 L 72,797 101,360 156, 512 
Ait @ANAlantc. oc curvet oc eee side +s 280,178 4,649 L 73,641 38,792 387, 962 
PSUS aC OMG ae crcig Aue gale tis oene eh ore 61,578 118,172 130, 837 _ 57,556 368, 143 
Oba ee Reiss a te catad oes soe ou 30 472,279 34,645 L | 277,275 197,708 912,617 
¢ ¢ ¢ ¢ ¢ 
Prorir per lb. of meat sales— 
SONA ACA CKOLE Chats ota ree uce b eeloel os oe .40L 123 you .10 
SSpICtIICATIAGl REM a ice hoc sera raccoons, «ie .76 .02 L 255) 16 35 
Te yerrcr cm Orne inc Te en ee es BZD 61 . 66 .36 44 
Gta erie se ics cid edo tacace scene ayes 40 .04 L 37 27 26 
a Sa ee eee 
~ L=Loss. 


pe 


3960 SPECIAL COMMITTEE 


TABLE 4—MEAT ENQUIR Y—Concluded 


Summary or Operations, 1947-48 


November | December | January February Total 
——- 1947 1947 1948 1948 4 months 
Youume (000 lbs.)— , 
Canada Packers Packing Plants....... 53,448 44,099 36, 524 38, 982 173,053.75 4 
Swihee@anadtayiin chao slccaickete we sport arsce owe 36, 960 27,770 23, 909 30,517 119, 156 : 
BUPIR apcatqe Oy ans 68 irdoeeer le acacia Mele wes Stes EE 23, 049 19,855 19, 804 17,609 80,317 
eS ES ee ee ee aa ee aa es ee ee ee i 
SNC Gebl Seema eee tren crsk acneteise As 113, 457 91,724 80, 237 87, 108 372,526 
$ $ $ $ $ . 
Pisorrt rRoM Meat OperRATIONS— : j 
Canada Packers Packing Plants....... 1, 207, 582 480, 273 500, 963 16, 727 
itanenes Apc de Seti sha tess 52,543 24, 548 79, 525 30,978 
1, 260, 125 504, 821 580, 488 47,705 | 2,398,139 
SUS wit) Can aACIAN oc ka ivt Suite cco oe wea brs 991, 285 336, 424 261, 335 262,799 L} 1,326, 245 
HSUrnS Ge COm. a ainesaies selene. en viene die ae 342, 062 64, 154 167,069 3,833 L 569, 452 
MOLAR RAG, co raRYces eRe ote tect 2,593,472 905, 399 1,008 ,892 218,927 L| 4,288,836 
¢ ¢ ¢ ¢ ¢ 
Prorit per. lb. of meat sales— 3 
Wanadar Packers ocx k cathe gta Societe ar 2.36 1.14 1.59 SR} 1.38 
Sit Oaradiane cass. ciccrss seas s «os 2.68 rhe! ~ 1.09 .86 L} 1.11 . 
AUEN Sac. COm ea Aes ciie hati saitt a hae 1.48 0.32 84 02 L 71 
BRO palette come Sern a cc Noe 2.29 0.99 1.26 PANG, 1) 
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